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None of the shares covered by this prospectus are being offered by Exabyte.

The 1,500,000 shares of preferred stock which are offered by this prospectus were acquired on
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purchase agreement.
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following:

() Up to 150,000 shares which will be issued to Broadview Holdings, LLC, a selling
stockholder, if it chooses to exercise a warrant for the purchase of an aggregate of up to 150,000 shares
of common stock. This selling stockholder acquired the warrant on January 29, 2001 as partial
consideration for financial advisory services being provided to us by Broadview International, LLC, an
affiliate of this selling stockholder.

(i) Upto 1,250,000 shares which will be issued to the State of Wisconsin Investment
Board, a selling stockholder, if it chooses to convert up to 1,500,000 shares of Series G preferred stock
into common stock at a conversion price of $2.40 per share, subject to adjustment.

(if1)  Up to 808,000 shares which may be issued to the State of Wisconsin Investment Board
if declared as dividends upon its Series G preferred stock.

The selling stockholders may offer their shares through public or private transactions, on or off
the Nasdag National Market, at prevailing market prices or at privately negotiated prices. The exercise
price of Broadview Holdings warrant is $1.50 per share. If the warrant is exercised in full, we will
receive $225,000. We will not receive any proceeds from a conversion of preferred stock by, or an
issuance of common stock dividends to, the State of Wisconsin Investment Board. We will not receive
any of the proceeds from the sale of shares being offered by this prospectus by either selling
stockholder.

We will not be paying any underwriting commissions or discounts in the offering of these
shares. We will, however, be paying for the expenses incurred in the offering of the shares. For their
shares, the selling stockholders will receive the purchase price of the shares sold less any agents’
commissions and underwriters’ discounts and other related expenses. More information is provided in
the section of this prospectus titled “Plan of Distribution”.

Our common stock is traded over-the-counter on the Nasdaq Stock Market’s National Market
under the trading symbol “EXBT.” On June 12, 2001, the closing sale price of the common stock on
the Nasdag National Market was $1.14. There is no public market for the Series G preferred stock.

Investing in the securitiesinvolves certain risks. See“Risk Factors” beginning on page 7.

Neither the Securities and Exchange Commission nor any state securities commission has
approved or disapproved the securities to be issued under this prospectus or determined if this
prospectus is truthful or adequate. Any representation to the contrary is a criminal offense.

The date of this prospectus is June 12, 2001.
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus. This summary
does not contain all of the information that you should consider before investing in our common stock
or in our preferred stock. You should read the entire prospectus carefully, especially the risks of
investing in our common stock or in our preferred stock discussed under “ Risk Factors.”

In this prospectus, the terms “ we,” “us” and “ our” refer to Exabyte Corporation and, unless
the context indicates otherwise, its consolidated subsidiaries.

OVERVIEW OF EXABYTE

Exabyte Corporation designs, manufactures and markets a full range of tape drives and
automated tape libraries. We also provide our own brand of recording media and provide worldwide
service and customer support.

Our growth strategy is currently focused upon our becoming a more significant participant in
the growing tape library market. We believe that our future success is dependent upon our ability to
successfully develop and sell library products that incorporate not only our own tape drives but also
tape drives supplied by others.

We market our products exclusively through resellers and original equipment manufacturer,
OEM, partners around the world. Our products address the need for reliable, high-performance data
storage in the fastest growing segments of the computer industry — NT, UNIX and Linux application
and database servers. We concentrate on the midrange application and database server market,
manufacturing tape backup and network storage solutions for small, medium and large businesses.

AUTOMATED TAPE LIBRARY PRODUCTS

We design, develop, manufacture, sell and support automated data storage libraries. These
libraries incorporate one or more tape drives and multiple media cartridges to provide much higher data
capacities than using a single drive and, with more than one drive, higher data transfer rates.

We believe that one of our competitive advantages lies with the physical dimensions of our tape
drives and media cartridges. They are smaller than some of our competitors’ drives. This smaller size
means we can place more drives and media cartridges in the same library size.

We are engaging a third party manufacturer, Singapore Shinei Sangyo Corporation, to
manufacture part or all of our library products. We plan to complete the outsourcing by July 2001.

TAPE DRIVE PRODUCTS

We originally focused our business on producing tape drives to back up or archive computer
data. Our tape drives were modified versions of the video camcorder mechanisms produced by Sony
Corporation. We produced the electronics that allowed these devices to store data rather than video
pictures. Our manufacturing process was simple. We would install our electronic boards into the
modified consumer tape decks and test the product. We succeeded because we modified and enhanced
a mass-produced video deck and engaged in little manufacturing. This allowed us to produce a lower-
cost product with ten times more data capacity than any other data storage technology available at that
time.

In the early 1990’s, we determined that our market required a more rugged deck mechanism
that was designed for heavy commercial use rather than occasional consumer use. Asaresult, we
began designing our own tape deck mechanism, called Mammoth. As aresult of competitive
technological developments and a late introduction of our first Mammoth drive, we lost significant
market share and felt significant pricing pressures at the same time as we funded our manufacturing and
other infrastructures. Despite the competitive factors faced by our original Mammoth tape drive, we
continued in the tape drive business believing that our Mammoth technology represented an entire
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platform of products, called MammothTape™, rather than a single product. We introduced our first-
follow on product, M2™ in late 1999.

In an effort to reduce our fixed operating costs, we have engaged third party partners to assist
us in designing, developing and manufacturing some of our products. The most significant partner is
Hitachi Digital Media Products Division of Hitachi, Ltd. Hitachi is also beginning to manufacture our
current tape drives and some of the components. We further expect that Hitachi will jointly develop
and manufacture most, if not all, of our future tape drive products.

MEDIA PRODUCTS

We provide various types of media cartridges, as well as cleaning cartridges and data cartridge
holders, for our tape drive products. The high-quality media, produced by multiple third parties, is
available in different lengths to handle various data storage requirements.

SERVICE, SPARES AND SUPPORT OFFERINGS

We offer a full range of warranty and post-warranty support services for our library, tape drive,
and media products. We deliver these services through a worldwide network of service centers and
authorized service providers and support our OEM and reseller customers, as well as end users, in the
deployment, operation and maintenance of our products. We also sell spare partsto OEMs and end
users.

CREEKPATH SYSTEMS, INC.

In December 1999, we formed a wholly-owned subsidiary, CreekPath Systems, Inc., CreekPath,
to leverage our investments and expertise in SANs, Fibre Channel and Java-based software for storage
resource management. CreekPath’s operations throughout 2000 were limited to development of a
business plan, obtaining third-party funding and development of products and services designed to
create a data storage business to serve the needs of third-party internet companies. In December 2000,
CreekPath raised additional financing from third party investors. As aresult, we no longer control
CreekPath or consolidate its results of operations with ours.

INFORMATION REGARDING OUR CUSTOMERS AND HOW WE MARKET OUR PRODUCTS

We market our products worldwide through OEMs and resellers, and provide services directly
to OEMs and to our reseller customers’ consumers. We usually sell our new products initially to
resellers who are quicker to evaluate, integrate, and adopt new technology. OEM sales generally
increase (relative to reseller sales) as the new product successfully completes the necessary
qualification process.

We were incorporated in June 1985 under the laws of the State of Delaware. Our principal
executive offices are located at 1685 38" Street, Boulder, Colorado 80301, and our telephone number is
(303) 442-4333.




Preferred stock offered
Common stock offered
Voting rights:

Series G preferred stock

Common stock

Conversion rights

Redemption rights

Dividend policy

Use of proceeds

THE OFFERING
1,500,000 shares of Series G convertible preferred stock

2,208,000 shares

One vote per each share of common stock into which preferred
stock is convertible.

Without unanimous consent of the preferred stock, we can not
take certain actions, including an asset transfer or acquisition.
See “Description of Capital Stock”.

One vote per share

Each share of preferred stock is convertible at the option of the
holder into a number of shares of common stock equal to the
original per share purchase price of the preferred stock divided
by $2.40, subject to adjustment. The original per share purchase
price of the preferred stock is $2.00.

Beginning on April 16, 2003, we can redeem the preferred stock
only if the closing price of our common stock for the preceding
30 day period is at least equal to the liquidation value of the
preferred stock.

We anticipate that we will retain any earnings in the foreseeable
future to finance the growth and expansion of our business and,
as aresult, we have no current intention to pay dividends on our
common stock.

Our Series G preferred stock accrues dividends at a rate of 9%
per annum, payable, if and when declared by the board of
directors, on each annual anniversary of the original issue date.
These dividends must be paid in cash unless any agreements
existing on the original issue date prohibit us from doing so. In
that case, dividends are payable in shares of common stock.
Our ability to pay cash dividends is currently limited by the
terms of our line of credit with Congress Financial Corporation.
See “Description of Capital Stock” for a summary of the
dividend rights and other terms of the Series G preferred stock.

We will not receive any proceeds from the sale of the shares of
our common stock or preferred stock by the selling
stockholders. If the warrant held by Broadview Holdings, LLC,
is exercised in full, we will receive $225,000. We intend to use
the net proceeds for working capital purposes, capital
expenditure and other general corporate purposes, at the
discretion of management. Temporarily, we may invest the net
proceeds from the exercise of the warrant, if any, in short term
interest bearing investments.




SUMMARY FINANCIAL DATA

Summary historical consolidated financial data (in thousands, except per share data)

Quarter
Ended
March  Dec. 30, Jan. 1, Jan. 2, Jan. 3, Dec. 28,
31, 2001 2000 2000 1999 1998 1996
Statement of Operations Data:
Net saleS......covveviiiiieiiiineees $49,052 $221,742 $222,827 $286,505 $335,684 $362,891
Cost of goods sold................. 45,558 172,085 182,875 207,604 288,053 265,002
Income (loss) from
operations (1)......c..ccevvvvennnn (16,740) (41,582) (52,423) (7,965) (52,489) 11,569
Net income (loss) (2)............. (17,550) (41,268) (88,407) (2,767) (30,811) 8,625
Balance sheet data:
Working capital .................... $12,973  $27,023  $59,594 $116,953 $134,357 $150,713
Total assets.....coovevvvviveeiinnnnn. 91,944 103,792 127,276 207,836 221,346 256,126
Total long-term debt,
excluding current
1] g Te] o P 9,617 8,146 6,570 7,461 9,049 10,441
Stockholders’ equity.............. 21,508 39,058 78,756 166,272 170,796 200,013
Basic net income (loss) per
share......cccoevieviiiinin, $(0.77) $(1.83) $(3.97) $(0.12) $(1.38) $0.39
Common shares used in the
calculation of basic net
income (loss) per
share (3) .coovvveeiiiineeiiinnnn, 22,779 22,560 22,256 22,285 22,326 22,003

(1) The Company recorded restructuring charges in 2000, 1999 and 1997 totaling $3,899,000,
$2,446,000 and $34,947,000, respectively. See Note 11 of Notes to Consolidated Financial
Statements for the three years ended December 30, 2000.

(2) The Company recorded a full valuation allowance on all existing deferred tax assetsin
1999. See Note 6 of Notes to Consolidated Financial Statements for the three years ended
December 30, 2000.

(3) See Note 1 of Notes to Consolidated Financial Statements for the three years ended
December 30, 2000 for an explanation of the determination of shares used in computing net
income (loss) per share.




RISK FACTORS

Following is a discussion of certain risks that may impact our business. If any of the following
risks actually occurs, our business could be harmed. The risks and uncertainties described below are
not the only ones we face. Additional risks and uncertainties not presently known to us, or that we
currently see as immaterial, may also harm our business.

1. GENERAL INFORMATION ABOUT THESE RISK FACTORS AND OUR COMPANY .

1.1 These risk factors contain i mportant information about our business and you should read them
carefully

Y ou should carefully consider the risks described below. If any of the following risks should
actually occur, our business, prospects, financial condition or results of operations would likely suffer.
In such case, the trading price of our common stock or other securities could fall, and you may lose all
or part of the money you paid to buy our securities. We furnish you these risk factors to describe how
you may be financially hurt by owning our securities rather than how you may be financially benefited
by taking a short position in our securities or by taking any other position which results in profits upon
adrop in the securities price. If you are in a short position you face different risks that are not
contemplated in this document.

1.2 You should read these risk factors together.

Y ou should look at all of the risk factorsin total. Some risk factors may stand on their own.
Some risk factors may affect (or be affected by) other risk factors. For example, the risk factor relating
to our possible inability to properly forecast our customer demand would likely result in excess
inventory, which is another risk factor. Y ou should not assume we have identified these connections.

1.3 We may not update these risk factorsin a timely manner.

We intend to periodically update and describe these and future risk factors in our reports filed
with the Securities and Exchange Commission. However, you should not assume that we will always
update these and future risk factorsin atimely manner. We are not undertaking any obligation to
update these risk factors to reflect events or circumstances after the date of this report or to reflect the
occurrence of unanticipated events.

2. WE NEED ADDITIONAL FUNDING TO SUPPORT OUR OPERATIONS. OUR INABILITY TO OBTAIN
ADDITIONAL FUNDING MAY HARM OUR ABILITY TO CONTINUE AS A GOING CONCERN.

Our cash balance has declined over the last few years primarily because of:

- lossesin the first quarter of 2001 of $17,550,000, in 2000 of $41,268,000; in 1999 of
$88,407,000; and an accumulated deficit at March 31, 2001 of $44,927,000;

- expenditures for new products and products under development; and
- other capital expenditures.
Due to ongoing operating losses and resulting liquidity restraints, we are currently reassessing

our business and investigating various strategic alternatives that would result in increased liquidity.
These alternatives may include one or more of the following:



- saleof all or part of our operating assets and off-balance sheet assets;
- restructuring of current operations;

- additional equity infusions; or

- strategic alliance, acquisition or merger.

We have engaged an investment banker to assist in this process and will continue to explore
these and other options that would provide additional capital for our objectives and operating needs.
Should we be unsuccessful in achieving one or mor e of these actions, it is possible that we may be
unableto achieve our currently contemplated business objectives or establish enough fundsto
support our operations, which could effect our ability to continue as a going concern. Also, as a
result, the report of our independent accountants on our consolidated financial statements contains an
explanatory paragraph related to this matter.

Such an opinion by our independent accountants may impact our dealings with third parties,
such as customers, suppliers and creditors, because of concerns about our financial condition. Any
such impact could have a material adverse effect on our business and results of operations.

On April 12, 2001, the Company entered into an agreement with a private investor, whereby the
Company agreed to issue 1,500,000 shares of Series G preferred stock to the investor for total proceeds
of $3,000,000. The preferred stock is convertible, at the option of the holder, into a number of shares
of common stock equal to the original issue price of the preferred, $2.00, divided by the conversion
price of $2.40, subject to adjustment. The dividends accrue at a rate of 9% per annum and are
compounded if not paid. Dividends are cumulative and payable in arrears on April 16 of each year,
when and if declared by the board, and must be paid in cash, except that they may be paid in shares of
common stock, at a price of $2.00 per share, if we are prohibited from paying cash dividends under any
agreement in place as of April 16, 2001. Our bank line of credit agreement with Congress Financial
Corporation currently prohibits the payment of cash dividends. Series G preferred stock also
participates in any dividends on the common stock, when and if declared, on an as-converted basis.

See Note 14 of Notes to Consolidated Financial Statements for the three years ended December 30,
2000.

As of June 12, 2001, we are engaged in discussions with at least one party regarding a potential
business combination. We have also engaged in discussions with existing strategic partners about
potential equity investments. However, we have no firm commitments with respect to any of these
potential transactions, and we cannot assure that any of them will be consummated. If an equity
financing in consummated, it may be on terms unfavorable to us, and may be insufficient to support our
operations.

3. GENERAL INFORMATION AND RISK FACTORS.

3.1 Our success depends on many factors, the most significant of which is our ability to
successfully transition ourselves into a strong automation company.

We believe that our future success depends largely upon the success of our library products.
We are currently transitioning into a more significant participant in the growing tape library market.
However, our ability to be successful in this market will depend upon a number of factors, including:
- our ability to successfully sell libraries independent of our Mammoth™ tape drives;

- availability of media;

- introduction of competitive products;



acquiring sufficient market share;

customer acceptance and OEM adoptions;

compatibility with tape drives used by our customers; and

ability to service and support our library products.

3.2 Media sales represent 39% of our first quarter revenues. Any shortfall in media sales could
harm our results of operations.

Sales of media accounted for approximately 39% of our net revenue during the first quarter of
2001. To the extent media sales decline and are not replaced with additional revenue from our other
products or services, our financial results, including our gross margin and revenues, may be adversely
affected.

3.3 We have encountered difficulties manufacturing M2™ because of its complex design, which has
harmed our ability to produce and sell the product. Our inability to successfully resolve these issues
may harm our operating results.

The MammothTape™ platform designs are extremely complex, which may result in lower than
anticipated manufacturing yields, field reliability issues and increased inventory levels. We
experienced these issues with the introduction of M2™. We experienced similar issues with the
introduction of our original MammothTape™ drive and were able to successfully address them.
Although we have made significant progress in addressing these issues as they relate to M2™, we
cannot assure that we will resolve any of these issues or, if resolved, they will be done in a timely
manner. In addition, when we encounter these kinds of manufacturing problems, we must make
changes to the product design. I mplementing these changes can be troublesome and costly and could
cause additional design or manufacturing flaws. Any difficulties manufacturing our products or
designing our products for manufacturing could harm our results of operations.

3.4 Our inability to obtain enough media from three suppliers has in the past and could in the
future inhibit our production and sales of our tape drives and associated libraries.

We depend on a continuous supply of AME media to use with our products. We cannot sell our
products, or grow our product lines without a sufficient supply of AME media. Currently, we obtain
AME media from three suppliers:

- Matsushita Electric Industrial Co. Ltd. ("MEI");
- TDK Corporation ("TDK"); and
- Sony Corporation ("Sony").

If these suppliers cannot provide us with enough high-quality, competitively priced media, we
may have to delay or cancel product shipments and/or orders. We may also have to delay future
product introductions. We have recently encountered difficulties obtaining enough media from our
suppliersto fill orders. Thisinability to fill orders for media cartridges adversely affected our results
of operations during 2000. Should we continue to experience problems with our media suppliers, our
future results of operations, as well as our ability to sell or introduce products, could be harmed. Any
inability to sell or introduce our products would materially and adversely affect our competitive
position as well as our results of operations.

Our M2™ tape drives and associated libraries specifically depend on AME media with
SmartClean™ technology. Even with multiple media suppliers, we may not receive enough AME
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media with SmartClean™ to fill current or backlog orders for products and media. Should this happen,
we may have to delay or cancel M2™ tape drive and/or library shipments and orders. This would
materially and adversely affect our results of operations.

3.5 In addition to our ability to successfully transition to an automation company, we also believe
that our success depends on our ability to produce and sell our M2™ tape drive.

We believe that our success currently depends in part on our M2™ tape drive. In turn, the
success of M2™ depends, among other things, on:

increasing the throughput of our manufacturing;
- satisfactorily addressing design issues;

- customer acceptance;

- supply capacity;

- customers transitioning from our earlier products to M2™;
- OEM qualification and adoption; and

- media availability.

3.6 We previously experienced problems introducing our original MammothTape™ tape drive on
time. If we experience similar problems with introducing future produces, we could experience losses
in market share and credibility, which would harm our operating results.

As previously stated, we brought our original MammothTape™ tape drive to market late and as
aresult lost market share and credibility with our customers. We may experience development and/or
manufacturing problems with our future MammothTape™ products that would delay their introduction.
A late introduction for any future tape drive may again affect our market share position and/or
credibility.

We are currently addressing issues regarding our ability to manufacture our M2™ tape drive.
We must adequately address these issues before we can produce our M3™ tape drive. Our inability to
address these issues in a timely manner may delay the introduction of our M3™ tape drive.

3.7 Managing our inventory levels is important to us because excess inventory reduces cash
available to us for funding our operations, or may cause us to write off excess inventory, negatively
impacting our operating results.

It isimportant for usto maintain appropriate levels of inventory. Excessive amounts of
inventory tends to reduce our cash available for operations and may cause us to write-off a significant
amount as excess or obsolete. Inadequate inventory levels may make it difficult for us to meet
customer demand, resulting in lost revenues. Factors that impact our ability to adequately manage our
inventory are discussed below.

We face many challenges in effectively managing our inventory, which may materially affect
our results of operations if we do not manage them properly. These challenges include:
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- keeping inventory levels low;

- managing unexpected increases in inventory due to stock rotation obligations or
cancelled orders;

- meeting changing product demands;

- transitioning our product lines effectively; and

successfully introducing new products.

Particularly, introducing new products (by us or our competitors) may negatively affect our
product inventory value by requiring us to write down or make allowances for inventory devaluation,
which may materially affect our results of operations. In the past we have experienced special charges
and write downs which harmed our results of operations. To date, we have experienced increased
inventory levels in connection with the introduction of our M2™ tape drives. In the future we may
again incur special charges or make allowances for an inventory devaluation that will materially affect
our results of operations.

3.8 Maintaining inventory on behalf of our customers at a third party warehouse has increased and
may continue to increase our overhead costs. We may be unable to pass these cost increases on to our
customers.

Some of our customers have in the past and may again require us to maintain inventory for
them at a third-party warehouse. We would own this inventory until the supplier physically pulled it
from the inventory stock. This hasin the past and may continue to increase our overhead costs,
including additional costs for:

- shipping the product to the warehouse;
- maintaining the inventory stock; and

- paying any carrying costs required to store our inventory in the warehouse.

We may be unable to pass these costs to the customer. Absorbing the additional costs would
harm our results of operations.

We may have to increase our own inventory levels to comply with customers' inventory
requirements. We may be unable to adequately manage any of these increased inventory levels, which
may cause us to incur special charges, take an inventory write-down or establish additional inventory
reserves. Doing so would adversely affect our results of operations.

3.9 If companies introduce new technologies, such as optical disk, optical tape or DVD, into the
data storage market, our tape products may become obsol ete.

Technology usually changes and advances quickly in the high technology industry. In order to
successfully compete in this industry, our future products must apply and extend our current
technology, as well as keep pace with new technology developments.

Although tape has historically been the preferred medium for data storage backup, companies
are developing new technologies for this market. Some of the new technologies are:

- Optical Disk (including three dimensional Optical Disk)

- Optical Tape
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- DbvVvD
- Holographic Storage
- Magnetic Optics

We may also experience competition from new storage architectures, such as SANs, network
attached storage and virtual storage.

If any new technology offers users the same or greater benefits than tape, tape technology could
become obsolete. In order to compete under market pressures, we must be able to adapt our
technologies to changes in an efficient, cost-effective manner. Our inability to adapt would severely
harm our competitive position and our results of operations.

3.10 If we do not enhance our tape technology to keep pace with our competitors, our products will
not remain competitive.

Our ability to compete with other tape drive manufacturers is directly impacted by the rapid
development of tape drive technologies. Our ability to compete with other tape drive technologiesis
impacted by, among other things:

customer and OEM adoption of MammothTape™ technology;
- compatibility of tape drives to other data storage products;

- data storage density;

- datatransfer rate;

- customer confidence and familiarity; and

price.

3.11  We must accurately time the introduction and withdrawal of our products into and out of the
data storage market because it affects our revenue and inventory levels.

Accurately timing the release of new products is important to the sales of existing products.
Likewise, prematurely withdrawing an existing product could result in revenue loss from that product,
and delaying the withdrawal of a product could result in excess product inventory. We continually
evaluate our product life cycles. Any timing mistakes or inability to successfully introduce a new
product could adversely affect our results of operations.

3.12  We must continue to develop and introduce technologically compelling automated library
products which automate competitive storage technologies, such as AIT, LTO™ Ultrium™, or
DLTtape™, or other future non-tape technologies, in order for us to improve or maintain our sales and
revenues.

We believe our future success depends on future library and other products and services. The
success of these future products depends, among other things, on:

- timely development;

- customer acceptance;

- supply capacity;
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- customer transition to these future products;
- OEM qualification and adoption; and
- media availability.

3.13  We experience many risks regarding our efforts to outsource tape drive manufacturing to
Hitachi and library manufacturing to Shinei Sangyo, including our inability to obtain enough product
from these sole source suppliers, maintaining a duplicate manufacturing infrastructure during the
transition phase, and timely implementing engineering product changes.

We are currently outsourcing portions of our manufacturing process to Hitachi and Shinei
Sangyo. We plan to complete the outsourcing by July 2001. We successfully outsourced the
manufacturing of our first tape drive products to Sony. While we were successful with that outsourcing
effort, we may be unsuccessful with our current outsourcing effort. For example, we were unsuccessful
last year when we outsourced our worldwide repair services to Magnetic Data Technologies, LLC and
have now brought that service function back in-house.

Outsourcing our manufacturing to athird party takes many months and involves, among other
details, extensive employee training. Due to the time and expenses involved, and the inability to easily
move the manufacturing to another party, we heavily depend on our existing third party manufacturers
for our products. If Hitachi or Shinei Sangyo cannot meet our product demand, our results of
operations would be harmed. |f Hitachi or Shinei Sangyo cannot or will not implement product changes
on atimely basis, we would be unable to fill customer orders. This would materially and adversely
affect our results of operations. Our dependence on third party manufacturers can also adversely affect
our ability to negotiate the terms of our future business relationships with these parties.

When we complete the outsourcing of tape drive manufacturing to Hitachi, they will be our sole
source manufacturer for our tape drives. Their inability to successfully manufacture the tape drives or
manufacture enough tape drives to meet our customer demand would adversely affect our results of
operations.

If Hitachi cannot successfully manufacture our tape drives, bringing the manufacturing process
back to Exabyte or outsourcing to another third party manufacturer would negatively impact our ability
to fill customer orders and would harm our results of operations.

When we complete the manufacturing outsourcing to Shinei Sangyo, they will manufacture
some of our tape libraries, making them our sole source manufacturer for these libraries. The same
risks we incur with Hitachi (set out above) apply to our sole-source manufacturing relationship with
Shinei Sangyo.

During the transition period, we must maintain redundant manufacturing capability at our
Boulder, Colorado facilities, the Hitachi facilities in Japan and the Shinei Sangyo facilitiesin
Singapore. There are several factors that would increase our expenses during the transition period,
including:

- maintaining a double infrastructure;
- creating additional tooling;

- adding additional technical personnel; and

- creating additional inventory.
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Expense increases for these or any other reasons could harm our results of operations. Upon
completion of the outsourcing to these third parties, we may be unsuccessful in reducing our
infrastructure costs at our facilities, which would cause us to incur higher total operation costs.

We highly value our proprietary information, including trade secrets, patents and
manufacturing processes. We make substantial effortsto protect these assets. Outsourcing our
manufacturing to a third party requires us to share some of this proprietary information with our third
party manufacturer. Although these parties would generally enter into agreements intended to protect
our proprietary information, we can not assure that these agreements will provide adequate protection.
This would weaken our protection of our proprietary information and could harm our future results of
operations.

3.14  We automated competitive DLT technology late and may experience market share loss if we
cannot automate in a timely manner new competitive technology developed in the future.

We lost market share in the library market because we delayed our decision to automate
competitive DLT technologies. Our inability to successfully automate future technologies could again
negatively affect our library market share position.

3.15 Any inability to obtain components, such as scanners or recording heads, from our suppliers
would affect our ability to manufacture our products.

We obtain all the components to make our products from third parties. A shortage of any
component would directly affect our ability to manufacture the product. Some key components, such as
scanners and recording heads, are developed and manufactured to our specifications, which limits our
ability to quickly find another supplier for these components if we experience a supply shortage. There
are long lead-times associated with the availability of many components that make obtaining these
components sometimes difficult. For example, the ASIC chips we use in our MammothTape™ products
are produced from several suppliers. However, because it takes many months to qualify suppliers to
produce ASIC chips for us, any shortfall or inability to obtain an adequate supply of ASIC chips from
any of our current suppliers would adversely affect our results of operations.

3.16  Our dependencies on sole-source suppliers may cause a reduction in our level of control over
delivery, quantity, quality and cost of the product.

We rely heavily on sole-source suppliers (one supplier providing us with one or more
components) to develop and/or manufacture critical components to use in our tape drives or libraries.
If a sole-source supplier is unable to provide us with a sufficient supply of their components we may be
unable to manufacture the drive or library. This could cause us to delay or cancel shipments, which
would adversely affect our results of operations.

In addition, by relying on sole-source suppliers, we may see a reduction in our level of control
over many component items, including:

- delivering components on schedule;
- manufacturing a high number of components for delivery;
- maintaining the highest possible quality when manufacturing the components; and
- managing the costs of manufacturing the components.
Hitachi is one of our primary sole source suppliers. They supply us with many key components

for our M2™ and Eliant™820 tape drives. We have contracts with Hitachi to develop, manufacture and
supply these components. However, the contracts do not necessarily guarantee that the components
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will be continuously supplied to us at a reasonable cost. Additionally, if Hitachi makes an error in
manufacturing a component, we may be unable to incorporate the componentsinto our drives. If any of
these or other problems arise, we may experience difficulties developing and/or successfully
introducing our future MammothTape™ tape drives. We may also be unable to manufacture our M2™
or Eliant™820 tape drives. Any material issues that may arise with Hitachi could adversely affect our
sales and therefore our results of operations.

3.17  Werely on third party manufacturers, which may weaken our intellectual property protection,
create a reliance on the manufacturers to produce our products, or expose us to market risks
associated with foreign manufacturers.

We rely on a number of third party manufacturers for various stages of our manufacturing
process, particularly the early stages. This practice may impair our ability to establish, maintain or
achieve adequate product design standards or product quality levels.

Much of our third party manufacturing utilizes proprietary technology. To protect our
proprietary information, we may extend licenses to our third party manufacturers. However, we cannot
assure that our third party manufacturers will adhere to the limitations or confidentiality restrictions of
their license.

Our third party manufacturers may develop processes related to manufacturing our products
independently or jointly with us. This would increase our reliance on these manufacturers or may
require us to obtain a license from them. We may be unable to obtain alicense on terms acceptable to
us, if at all.

Many of our third party contracts are with manufacturers outside the United States. In addition
to typical market risks associated with utilizing third party manufacturers, contracting with foreign
manufacturers subjects us to additional exposures, including:

- political instability;

- currency controls and fluctuations;

- tariffs, customs and other duties;

- reduced intellectual property protections; and

- import controls, trade barriers and other trade restrictions and regulations.

Additionally, U.S. federal and state agency restrictions imposed by the Buy American Act or
the Trade Agreement Act may apply to our products manufactured outside the United States.

3.18 We may be unable to increase our production to meet sudden, unexpected demands by OEM
customers.

Demand by OEMs for our M2™ tape drives could increase suddenly. We, our suppliers, and
third party manufacturers may be limited in our ability to meet a sudden significant increase in demand
due to limitations in manufacturing capacity and long lead times to acquire certain parts. If our
suppliers and third party manufacturers are not able to meet the increased demand, our inability to
fulfill our customers' orders could adversely affect our results of operations.
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3.19 The storage backup market is very competitive and may cause us to decrease our product
pricing or affect our product sales.

The tape storage market is highly competitive and subject to rapid technological changes. We
currently expect competition to increase. The tape storage market has experienced a number of
consolidations, increasing our competitive pressures. Competitive pressures impact us in many ways,
including:

Price Erosion. Price erosion of our products has occurred in the past and is likely to occur
again in the future.

Loss of Market Share. We have lost market share to competitors in the past. We may lose
additional market share in the future.

Additionally, some of our competitors have financial, technical, manufacturing and marketing
resources that are much greater than our own. These competitors may devote their superior resources
to aggressively marketing their own storage technologies. These technologies may be equivalent or
superior to our own technologies, or may render some of our products non-competitive or obsolete. In
order to compete under these pressures, we must adapt our technologies to these changes in an efficient,
cost-effective manner.

Our M2™ tape drive faces significant competition from current and announced tape drive
products offered by Quantum, Tandberg, Sony and the LTOO Consortium (IBM, Hewlett Packard and
Seagate). The specifications of some of the announced drives show greater data capacities and transfer
rates than M2™,

Our other tape drives and automated tape libraries face competition from companies offering
8mm, half-inch, 4mm and mini-cartridge products. Significant competition may also develop from
companies offering erasable and non-erasable optical disks.

3.20 Werely on the sales to a small number of customers for a large portion of our overall sales.

The following chart expresses the sales percentages of our three largest customers for the
quarter ended March 31, 2001.:

Ingram Micro 13%
Digital Storage 10%
IBM 10%

33%

We have customers who are also competitors, including IBM with their LTOO Ultrium™ tape
drive and ADIC with their library products.

We do not require minimum purchase obligations from our customers. They may also cancel or
reschedule orders at any time, prior to shipment, without significant penalty. Losing one or more key
customers would adversely affect our results of operations. A key customer canceling orders or
decreasing the volume in orders would adversely affect our results of operations. Contractually, our
reseller customers may return a portion of their Exabyte product inventory as part of their stock
rotation rights, but must issue a simultaneous offsetting purchase order.

In the past, we have experienced delays in receiving purchase orders and, on occasion,

anticipated orders have either not materialized or been reschedul ed because of changes in customer
requirements. These types of changes from our key customers may cause our revenue to change
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significantly from quarter to quarter. If the change involves higher-margin products, then the impact is
greater on the results of operations.

Our product sales depend heavily on OEM qualification, adoption and integration. Many
reseller and smaller OEM customers delay their orders until key OEMs adopt and integrate our
products. Our competitive position and results of operations may be significantly harmed if a key OEM
failed to adopt and integrate our products.

We have announced adoption of M2™ by several OEM customers, but our success depends on
additional OEMs adopting M2™.,

3.21  Werely on the information technology markets for workstations, mid-range computer systems
and network systems to create demand for our products. Any slowing of these markets would adversely
affect sales of our products.

Our product demand depends substantially on the purchases and use of work stations, mid-
range computer systems and network servers. These markets tend to be volatile and subject to market
shifts, which we may be unable to determine in advance. A slowdown in the demand for these types of
products could materially affect our business. Any demand weakness affecting sales in the reseller
channel, which generally represents higher margin sales, could have a greater impact on our results of
operations.

Rapid business and product transitions could create a strain on our resources. We are
experiencing a period of rapid business and product transition. We must address the complexities of
developing, manufacturing and servicing multiple products. Our products incorporate several different
technologies and are sold through multiple marketing channels.

Dealing with this transition has placed a significant strain on our management, operational and
financial resources. We will probably continue to see a strain on our management, operational and
financial resources because of these transitional issues. We must continually implement and improve
our operational, financial and information systems to manage our business transition. We must also
effectively and efficiently train and manage our employees.

We sometimes base our market demand decisions on market demand forecast reports, which
may or may not be accurate. This may create insufficient or excessive inventories and disproportionate
overhead expenses. Particularly, short order lead-times of reseller sales limit our ability to forecast.

3.22  Third parties may bring claims against us for monetary damages suffered as a result of our
products failing to backup or restore data. These monetary damages could be significant.

Our products provide end users the ability to backup their data. If the tape backup fails, the
end user could suffer a significant loss of operations. We carry error and omission liability insurance
coverage to protect us from the financial risks of this type of claim by our end users. However, if a
claim exceeded our insurance coverage, it could adversely impact our operating results. The failure of
our products to properly back up an end user's data could also create a loss of confidence in our
products and adversely impact the sale of current and future products.

3.23  We may lose our entire investment in CreekPath should they fail to succeed or if the market in
which CreekPath participates cannot sustain CreekPath's growth.

In December 1999, we formed a wholly-owned subsidiary, CreekPath Systems, Inc., to leverage
our investments and expertise in SANs, Fibre Channel and Java-based software for storage resource
management. In December 2000 and January 2001, in order for CreekPath to utilize outside financing,
rather than our own capital, CreekPath completed a $17 million convertible preferred stock financing.
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As aresult of that financing, we currently hold 39.9% of the voting capital stock. See Note 13 of Notes
to Consolidated Financial Statements for the three years ended December 30, 2000.

To date, we have invested approximately $5.4 million in CreekPath. Because of lossesin
CreekPath's financial results, we expensed our remaining $343,000 of carrying value during the first
quarter of 2001, and at March 31, 2001 the carrying value on our books was $0.

Our shares of CreekPath capital stock are not registered with the Securities and Exchange
Commission under the Securities Act of 1933. Furthermore, we are contractually limited in our ability
to sell them to a third party. Asaresult, even if CreekPath is successful, we may be unable to liquidate
our investment. Furthermore, the value of our interest in CreekPath depends on its success, which in
turn depends upon a number of factors, including, the following:

- CreekPath has limited operating and financial history;
- CreekPath may require additional outside financing, which it may not be able to obtain;

- The storage service provider (SSP) market in which CreekPath competes is new and
may not grow or be sustainable;

- CreekPath has never been profitable and may never become profitable;
- CreekPath has fixed expenses, and expects to continue incurring significant expenses

- CreekPath may suffer damage from disasters or other unanticipated problems at its data
center partners;

- A breach of security would cause harm to CreekPath's reputation and results of
operations;

- CreekPath's services can be affected by errors or defects in the infrastructure and
technology for the services;

- CreekPath faces direct and indirect competition;

- CreekPath's success depends in part on developing strategic alliances with key Internet
data centers and others;

- Changing or new standards or technology may render CreekPath's services obsol ete;
- CreekPath's success depends on hiring qualified employees in sales and other areas; and

- CreekPath anticipates consolidations of the SSP market which may cause a decline in
fees.

3.24  Our compliance with financial loan covenants under our loan agreement with Congress
Financial Corporation may affect our ability to borrow under the line of credit and our own liquidity.

In May 2000, we entered into a new bank line of credit agreement with Congress Financial
Corporation. This agreement was amended in February 2001. Currently, we can borrow up to the
lesser of 80% of eligible accounts receivable plus 25% of eligible finished goods inventory (as defined
in the agreement and amendment) or $25.0 million. Thisloan is secured by our accounts receivable and
inventory, as well as certain off balance sheet assets. The agreement contains a number of covenants
that, among other things:
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- restrict certain financial and other activities;
- requires us to maintain a minimum net worth; and
- eliminates the borrowing line if we experience any material adverse change.
Any breach of a covenant or default can materially and adversely affect our liquidity and our
financial condition. Because of the covenants and conditions to borrowing, our line of credit may not
always be available to us. See "Liquidity and Capital Resources" under “Management’s Discussion and

Analysis of Financial Condition and Results of Operations” below.

3.25 The labor market in the high technology industry and Boulder, Colorado is competitive and we
may have difficulty recruiting or keeping key, qualified employees.

There is intense competition for qualified employees. Competition for employees is based
upon, among other factors, base salary, stock-based compensation, ownership investment and high
turnover rates in technology and other companies generally. As aresult, we may lose or fail to recruit
needed employees.

Losing or failing to recruit a key employee could:

- delay product development schedules;

- interrupt team continuity;

- result in losing proprietary information to competitors or other third parties;
- increase our administrative costs; and

- adversely affect our results of operations.

We have lost key employees and applicants for key positions to our competitors (including to
local start-up companies) and other companies. We expect to lose key employees in the future, despite
implementing incentive programs designed to retain and recruit employees.

3.26  Factors such as variations in our quarterly results of operations, progress in addressing issues
with producing our M2™ tape drives and competitive press announcements may cause our stock price
to fluctuate.

The price and value of high technology stock fluctuates greatly. Many high technology
companies experience drastic changes in market price and volume, often unrelated or disproportionate

to the company's operating performances.

Our stock has experienced these wide fluctuations, and they will likely continue in the future.
We believe the reasons for fluctuations include:

- overall economic and market conditions;
- quarterly variations in operating results;

- progress or lack of progress in developing our M2™ and follow-on tape drives;
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- announcements of technological innovations or new products by us or our competitors;
and

- CreekPath's performance and perceived valuation.

The market value of our stock has dramatically fluctuated in the past and is likely to fluctuate
in the future, particularly when the expectations of investors and market analysts fall below or above
their outlook. Our results of operations in the past have been both below and above investor's and
market analyst's expectations. Any deviation had and could again have an immediate and significant
impact on the market price of our stock.

Factors that could have an immediate and significant impact on the market price of our common
stock include:

disclosing our business prospects assessment;

our competitors announcing new products;

fluctuating conditions in the computer market; and

liquidity issues.

Additional risks associated with an investment in our securities are described under Section 4
below.

3.27  Factors such as economic conditions, industry or market shifts, or product price erosion may
cause our quarterly results of operations to fluctuate.

Our future operating results may fluctuate from quarter to quarter for various reasons. For
example, the markets we serve are subject to substantial market shifts. We may be unable to determine
these market shifts in advance.

In addition, our operations and revenues experience substantial fluctuations from period to
period because of:

delays in product or service introductions;

industry shifts;

product price erosion; and

general economic conditions affecting our customers' orders.
3.28  SEC and FASB interpretations may cause us to restate how we report our earnings.

During the last several years the Securities and Exchange Commission, the SEC, and Financial
Accounting Standards Board, FASB, have issued a number of new accounting rule interpretations.
These interpretations have addressed such topics as:

- revenue recognition;

- accounting for stock options and stock-based compensation; and

- accounting for derivatives or hedging instruments.
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These interpretations have dramatically impacted some companies which were forced to restate
previously reported results of operations because the interpretations required changes in their previous
accounting practices. In some cases, the company's stock price decreased significantly as a result.

We continually review new interpretations as they are introduced. We believe our current
accounting practices are unaffected by recent interpretations. However, if our current accounting
practices conflict with any new or future interpretations we may have to restate our earnings. We
recently restated our financial statements for 1999 in order to reflect a full valuation reserve for certain
deferred tax assets in the second quarter of that year.

3.29 Foreign taxing authorities may assert that intercompany transactions between us and our
subsidiaries were not in accordance with their tax laws, and they may try to assess material penalties
against us for these alleged violations.

We have subsidiaries located in Scotland, The Netherlands, Germany, Singapore, Japan and
Canada. Tax regulationsin the United States and these foreign countries require transactions between
us and our subsidiaries to take place in an arm's-length manner. The IRS and its foreign counterparts
have increased their focus on this issue in recent years. Penalties arising from misapplying these laws
are material. Consequently, we have performed numerous formal transfer pricing studies to ensure the
documentation supporting our intercompany dealings is adequate. The IRS has audited our tax records
through 1997 and had not proposed any adjustments in the way we structure our arm's-length
transactions. However, foreign taxing authorities could examine these same transactions and assert that
we have not complied with their tax laws relating to intercompany transfer pricing.

3.30 Even though we take many steps to protect our proprietary rights, such as filing patents and
executing non-disclosure agreements, our proprietary rights may not be fully protected. Additionally,
someone may infringe on our proprietary rights, or we may infringe on someone else's proprietary
rights, which could lead to costly and potentially damaging litigation.

We rely on a combination of methods to protect our proprietary rights, including:

- patents;

- copyrights;

- trade secret protections;

- non-disclosure agreements; and
- license agreements.

Although we file patent applications for our products, patents may not result from these
applications, or they may not be broad enough to protect our technology. Someone may also challenge,
invalidate or circumvent our patents. Sometimes other companies and individuals assert that our
patents infringe their proprietary rights. Occasionally, third parties ask us to indemnify them from
infringement claims. Defending these infringement claims may result in long and costly litigation, and

potentially invalidate a patent.

Although we may try to secure alicense from third parties to protect our technology, we may
not succeed. This may adversely affect our results of operations.

We implement measures to protect our proprietary rights. We intend to defend ourselves

against infringement claims. However, protecting these rights is sometimes difficult. Some foreign
laws may not fully protect these rights.
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We design our own mechanized deck assembly incorporated in our MammothTape™ products.
Because we do not obtain the design of this deck from a third party, we do not benefit from supplier
indemnification should an infringement claim arise. Manufacturing and/or selling our MammothTape™
drives may infringe on someone else's proprietary rights, even though we have taken appropriate
measures to avoid it.

When CreekPath began operating as a wholly-owned subsidiary, we provided them with certain
intellectual property pertaining specifically to its operations. The valuation of CreekPath depends, in
part, on its ownership of thisintellectual property.

3.31  Any lawsuits by shareholders, which may allege claims such as we failed to adequately disclose
material facts associated with our business, could lead to costly litigation or unfavorable settlement
terms.

Many companies, directors, and officers in our industry have been subjected to class action and
shareholder derivative suits filed in federal and state courts. These suits generally allege that the
defendants failed to adequately disclose certain risks associated with their business. Our involvement
in a class action or shareholder derivative suit could materially affect our results of operations,
specifically because of large legal costs incurred defending such actions. Other factors affecting our
results of operations include:

- diverting management's attention from the business to the suit; or
- paying ajudgment or settlement arising from the suit.

In 1993, we successfully defended a series of class actions at an immaterial cost. We believe
there are no pending or threatened securities related actions against Exabyte at this time.

3.32  Obtaining some of our product components from foreign business, such as Hitachi and Shinei
Sangyo, exposes us to risks on the import of our components, such as fluctuating currency exchange
rates, particularly an adverse exchange movement of the U.S. dollar versus the Japanese yen, foreign
government exchange control regulations or U.S. tariffs and trade restriction.

Our future operating results depend on key components, products and subassemblies that are or
may be manufactured in Japan, Germany, The Netherlands, China, Singapore, Indonesia, or Malaysia.
Because we depend on foreign sourcing for our key components, products and subassemblies, our
results of operations may be materially affected by:

- fluctuating currency exchange rates;
- Europe's conversion to the euro;

- foreign government regulations;

- foreign exchange control regulations;
- import/export restrictions;

- foreign economic instability;

- adverse exchange movement of the U.S. dollar versus the Japanese yen or other
currency; and

- tariffs, trade barriers and other trade restrictions by the U.S. government on products or
components shipped from foreign sources.
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We sometimes enter into contractual arrangements which may expose us to foreign exchange
rate risks.

3.33  Foreign exchange rate fluctuations may harm our international sales, which represent almost
one-third of our total revenue.

Our international sales make up approximately 29% of our total revenue as of the last fiscal
year. Direct international sales will probably continue to represent a significant portion of our revenue.
In addition, many of our domestic customers ship a significant portion of our products to their
customers in foreign countries.

Although a very small percentage of these sales are denominated in foreign currencies, they are
subject to foreign exchange rate fluctuations. This could impact our results of operations. Currency
fluctuations may also affect the volume of sales denominated in U.S. dollars to overseas foreign
customers because the exchange rates affect the costs of our products to foreign customers.

3.34  Regulations by the U.S. and other governments may impact our ability to trade with certain
parties and/or export or import goods and services.

Regulations by the U.S. or foreign governments may obligate the company to obtain licenses,
pay fees and/or taxes, or otherwise delay or increase the costs of international transactions. These
regulations may include without limitation:

- U.S. government sanctions that prohibit trade with certain parties that may include our
customers and suppliers;

- U.S. and other government restrictions on the export or import of certain technologies
(including our products and materials necessary for our products), for reasons that may
include national security, foreign policy, short supply, environmental or other national
or international concerns;

- U.S. and other government tariffs (e.g., duties) or non-tariff barriers (e.g., quotas or
other restrictions) that may restrict or prohibit cross border transactions, including fund
transfers and commodity exports and imports; and

- U.S. and other government restrictions or taxes on currency transfers and currency
conversion that may impact our ability to receive or make payments, make investments,
etc.

3.35  Some of our subsidiaries operate in foreign countries. This could expose us to risks, such as
adverse foreign exchange rate fluctuations or an inability to enforce our legal rightsin those countries.

We have subsidiaries in The Netherlands, Germany, Japan, Canada and Singapore. These
subsidiaries operate under their respective local currencies. Consequently, foreign exchange rates
between the U.S. dollar and the local currency affect any amounts paid or owed to a subsidiary. These
subsidiaries also operate under their respective local law. This may complicate enforcing our legal
rights in these countries.

Several factors may increase our subsidiary costs and affect our results of operations,
including:

- fluctuating currency exchange rates;

- foreign government regulations;
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- difficulties in collecting international accounts receivable; and
- difficulties in enforcing intellectual property rights.

3.36  We have taken measures to deter a hostile takeover or adverse change in control, including
adopting a shareholder rights plan.

We have taken a number of actions which may deter a hostile takeover or delay or prevent a
change in control, even one that could result in a premium payment to the stockholders for their shares
or that might otherwise benefit the stockholders.

We have adopted a stockholder rights plan that may substantially dilute the stock ownership
position of a person attempting to acquire Exabyte on terms our Board of Directors does not approve.
In addition, our Restated Certificate of Incorporation and By-laws contain provisions which may delay
or prevent a change in control. These provisions include:

- classifying the Board into three tiers;
- authorizing the Board to issue preferred stock without stockholder approval,

- authorizing the Board to determine voting rights and other provisions of the preferred
stock;

- requiring stockholders actions take place at a meeting of stockholders and not by
written consent;

- requiring advance notice of stockholder proposals and director nominations;
- providing that only the Board may increase the authorized number of directors; and

- requiring that special stockholder meetings may be called only by the Chairman of the
Board, President or majority of directors.

On January 26, 1996, the Compensation Committee approved, and the Board adopted, a
severance compensation program (" Severance Program") giving officers and other key employees
severance payments if they are dismissed within one year after certain changes in control occurred.
The Severance Program provides for a severance payment in varying amounts, not to exceed 12 months
of compensation, depending upon the time of the change in control and the position level of the
terminated officer or employee.

The Severance Program further allows, in certain circumstances, accelerating the vesting of
outstanding and unexercised stock options held by the officer or employee.

3.37 Werely on our IT systems to operate our businesses. There are significant costs associated
with upgrading and maintaining our I T systems.

We rely on certain information technology (I T) systems and resources to operate our critical
business processes, including:

- engineering design process;
- manufacturing and services;

- sales orders, shipping, customer information, technical support and other sales related
processes;
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- financial activities, including general ledger and budget reporting; and
- general day-to-day activities.

We are currently transitioning most of our IT functions to newer generation IT systems. To
date we have spent approximately $1.1 million in license and service fees related to the acquisition and
implementation of new systems. We currently expect to invest significant financial and other resources
to upgrade certain existing IT functions that will not be addressed by our new systems. We currently
expect to spend in excess of $400,000 during the next 6 months to upgrade existing systems. We may
not be able to successfully implement new IT systems. If the new systems can not be properly
implemented, we would expect to incur additional expenses in excess of $425,000 to upgrade and
improve all of our IT functions. The failure or interruption in service of any of the IT systems
supporting these functions could significantly impact our business operations.

4. THE ABSENCE OF A PUBLIC MARKET FOR OUR SECURITIES COULD REDUCE THE PRICE AT WHICH
THEY MAY BE SOLD AND THE ABILITY TO SELL THEM.

4.1 Thereis currently no public market for our preferred stock.

Unlike our common stock, our preferred stock is not included on any exchange or over-the-
counter market, and we do not have any intent to apply for inclusion. As aresult, a holder of our
preferred stock may be unable to dispose of those shares. In addition to many of the risks associated
with an investment in our common stock, an investment in our preferred stock is subject to the risk that
a holder may be unable to find a market for those shares.

4.2 Nasdaq could delist our common stock if we do not continue to meet Nasdaq's financial, corporate
governance, and other standards for continued listing

Our common stock is listed on the Nasdag National Market. In order to maintain our listing on
Nasdag we must meet minimum financial and other requirements. Among the continued listing
requirements are the maintenance of a minimum amount of net tangible assets, a $1 minimum closing
bid price for our common stock, and currency in filing various reports with the SEC, as well as other
requirements. There are also circumstances where Nasdaq may exercise broad discretionary authority
for continued inclusion. If our common stock were delisted from Nasdaq for any reason, it would
seriously reduce the value of our common stock and its liquidity as there would be no effective way to
buy or sell our common stock on a public market. Even the notice of a possible delisting would likely
affect the stock price. Nasdaq has in the past notified us of a possible delisting as a result of our
failure to timely file our Annual Report on Form 10-K for the 2000 fiscal year. Although we have
since remedied the noticed deficiency, we cannot assure that we will not again receive future delisting
notifications.
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CAUTIONARY NOTE ABOUT FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements related to our business prospects. Such
statements are subject to one or more risks, uncertainties and assumptions, many of which are beyond
our control. Words such as “believes,” “anticipates’, “expects,” “intends,” “plans,” “positions,” and
similar expressions are intended to identify forward-looking statements, but are not the exclusive means
of identifying such statements. The actual results that the company achieves may differ materially from
such forward-looking statements due to risks and uncertainties related to liquidity, equity and financing
arrangements, media dependence, product development, market demand, management of business and
product transitions and other such risks as noted under “Risk Factors.” We undertake no obligation to
publicly update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise. In light of these risks, uncertainties and assumptions, the forward-looking
events and circumstances discussed in this prospectus might not occur.
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RATIO OF EARNINGS TO FIXED CHARGES

Fiscal

Quarter

Ended Fiscal Y ears Ended

March 31, Dec. 30, Jan. 1, Jan. 2, Jan. 3, Dec. 28,

2001 2000 2000 1999 1998 1996
Ratio of earnings to
combined fixed charges and
preferred dividends (B) (A) (A) (A) (A) (A) 6.1

(A) Earnings in the most recent four fiscal years have been inadequate to cover fixed charges and
preferred dividends. The dollar amount of the earnings deficiency was $17,200,000,
$42,424,000, $51,188,000, $6,149,000 and $53,123,000 in the first quarter of 2001, and fiscal
years 2000, 1999, 1998, 1997, respectively.

(B) The ratio of earnings to combined fixed charges and preferred dividends is calculated by taking
the (1) pretax income (loss) from continuing operations before adjustment for minority interests
in consolidated subsidiaries or income or loss from equity investees plus fixed charges (fixed
charges include interest expense and the appropriate portion of rentals) divided by (2) total
fixed charged and preferred dividends.

USE OF PROCEEDS

We will not receive any proceeds from the sale of the shares of our common stock or preferred
stock by the selling stockholders. |If the warrant held by Broadview Holdings, LLC, is exercised in full,
we will receive $225,000. We intend to use the net proceeds received upon exercise of the warrant, if
any, for working capital purposes, capital expenditure and other general corporate purposes, at the
discretion of management. Temporarily, we may invest the net proceeds from the exercise of the
warrant, if any, in short term interest bearing investments.

DIVIDEND POLICY

We anticipate that we will retain all of our earnings, if any, in the foreseeable future to finance
the growth and expansion of our business, and we have no current intention to pay cash dividends on
our common stock. Our future dividend policy will depend on our earnings, capital requirements,
requirements of the financing agreements to which we may be a party, financial condition and other
factors considered relevant by our board of directors.

Our Series G preferred stock accrues dividends at a rate of 9% per annum, payable, if and when
declared by the board of directors, on each annual anniversary of the original issue date. These
dividends must be paid in cash unless any agreements existing on the original issue date prohibit us
from doing so. In that case, dividends are payable in shares of common stock. Our ability to pay cash
dividends is currently limited by the terms of our line of credit with Congress Financial Corporation.
See “Description of Capital Stock” for a summary of the dividend rights and other terms of the Series G
preferred stock.
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SELECTED FINANCIAL DATA

The selected financial data set forth below with respect to our consolidated statements of
operations for the fiscal quarters ended March 31, 2001 and April 1, 2000 and for the fiscal years ended
December 30, 2000, January 1, 2000, January 2, 1999, January 3, 1998, and December 28, 1996 and
with respect to the consolidated balance sheets as of December 30, 2000, January 1, 2000, January 2,
1999, January 3, 1998 and December 28, 1996 are derived from audited consolidated financial
statements. The consolidated financial statements as of December 30, 2000 and January 1, 2000 and
for the three years ended December 30, 2000 are included elsewhere in this prospectus and the selected
financial data shown below are qualified by reference to such financial statements. There were 52
weeks in 2000, 1999, 1998 and 1996. There were 53 weeksin 1997.

(In thousands, except per share data)

Three Months Ended Fiscal Y ears Ended

Consolidated Statement of March 31, April 1, Dec. 30, Jan. 1, Jan. 2, Jan. 3, Dec. 28,
Operations Data: 2001 2000 2000 2000 1999 1998 1996
Net Sales......covrreeee $49,052 $49,576 $221,742 $222,827 $286,505 $335,684 $362,891
Cost of goods sold.... 45,558 39,363 172,085 182,875 207,604 288,053 265,002
Gross Profit ....ceeeeceeerererererenenen. 3,494 10,213 49,657 39,952 78,901 47,631 97,889
Operating expenses:
Sdling, general and

administrative.............. - 11,333 13,436 54,709 56,650 56,978 59,211 47,929
Research and development......... 8,901 10,360 36,530 35,725 29,888 40,909 38,391
Income (loss) from operations..... (16,740) (13,583) (41,582) (52,423) (7,965) (52,489) 11,569
Other income (expense), net........ (460) 45 (842 1,235 1,816 (634) 1,114
Income (loss) before income

tXES (1) cvvevererreneieieieieiererenenas (17,200) (13,538) (42,424) (51,188) (6,149) (53,123) 12,683

(Provision) benefit for income
taXES (2) cvvrerererererereeereeeenas (7 (42) 1,570 (37,219) 3,382 22,312 (4,058)

Equity in loss of investee.. (343) (414) - -
Net income (loss) $(17,550) $(13,580) $(41,268) $(88,407) $(2,767) $(30,811) $8,625
Basic net income (loss) per share $(0.77) $(0.60) $ (1.83) $ (3.97) $ (0.12) $(1.38) $ 0.39
Common shares used in the

calculation of basic net income

(loss) per share(3) ....coovvveveene 22,779 22,454 22,560 22,256 22,285 22,326 22,003

Diluted net income (loss) per

SNAE...ceieeeerererer e $(0.77) $(0.60) $ (1.83) $ (397) $ (0.12) $(1.38) $ 0.39
Common and potential common

shares used in the calculation

of diluted net income (loss) per

Share (3) e 22,779 22,454 22,560 22,256 22,285 22,326 22,307

Consolidated Balance Sheet Data:

Working capital ..........cccccoeriiunne $12,973 $47,875 $27,023 $59,594 $116,953 $134,357 $150,713
Total @SSELS.....vnveeveereieereerecienne 91,944 110,178 103,792 127,276 207,836 221,346 256,126
Long-term obligations, excluding

current Portion ..........ccoeveeeeene 9,617 7,464 8,146 6,570 7,461 9,049 10,441
Stockholders equity .........cccveee. 21,508 65,529 39,058 78,756 166,272 170,796 200,013

(1) The Company recorded restructuring charges in 2000, 1999 and 1997 totaling $3,899,000, $2,446,000 and $34,947,000,
respectively. See Note 11 of Notes to Consolidated Financial Statements for the three years ended December 30, 2000.

(2) The Company recorded a full valuation allowance for the three years ended December 30,2000 on all existing deferred
tax assets in 1999. See Note 6 of Notes to Consolidated Financial Statements for the three years ended December 30,
2000.

(3) See Note 1 of Notes to Consolidated Financial Statements for the three years ended December 30, 2000 for an
explanation of the determination of shares used in computing net income (loss) per share.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion contains forward-looking statements that involve future risks and
uncertainties. We may achieve different results than those anticipated in these forward-looking
statements. The actual results that we achieve may differ materially from any forward-looking
statements due to such risks and uncertainties. We have attempted to identify forward-looking
statements in bold print. Additionally, words such as "believes,” "anticipates," "expects,” "intends,"
"plans" and similar expressions are intended to identify forward-looking statements, but are not the
exclusive means of identifying such statements. We undertake no obligation to revise any forward-
looking statements in order to reflect events or circumstances that may arise after the date of this
report. Factors that could cause or contribute to such differences include, but are not limited to, those

discussed in the section entitled "Risk Factors.”

OVERVIEW AND RECENT DEVELOPMENTS

We are aleading provider of information storage products, including tape drive products,
automated tape libraries and recording media. Our strategic focus is data backup and archival
applications for workstations, midrange computer systems and networks. Computer manufacturers and
resellers require a variety of storage products which vary in price, performance, capacity and form-
factor characteristics as their needs for reliable data backup and archival storage increase. Our strategy
is to offer a number of products to address a broad range of these requirements.

Our tape drive products are based on 8mm and MammothTape™ technol ogies and our tape
library products are based upon 8mm, MammothTapel, AIT, DLTtaped and LTOO UltriumO
technologies.

We market our products worldwide to resellers and original equipment manufacturers
("OEMs"). We also provide repair services directly to OEMs and to our resellers' customers.

Our reseller channel customers purchase products for resale and they may provide services to
their customers, such as:

- distribution;

- financial terms and conditions;

- pre-sales, sales and/or post-sales system upgrades; or

- other value-added products and/or services.

Even though we have no obligation, we support some reseller channel customers by providing
marketing and technical support directly to them or their consumers. As aresult, we may incur certain
additional costs for these sales. Other costs and risks associated with our reseller channel customers
may include:

- inventory price protections;

- stock rotation obligations;

- short term marketing promotions; and

- customer and consumer rebates.

OEM customers incorporate our products as part of their own systems, which they then sell to
their customers under their own brand name. We work closely with our OEM customers during early
product development stages to help ensure our products will readily integrate into the OEM's systems.
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The sales cycle for an OEM typically covers many months. During this time, the OEM may:

evaluate the technology;

- qualify the product specifications;

- verify our compliance with product specifications;
- integrate the product into its system; and

- publicly announce the integration. This step typically occurs toward the end of the sales
cycle

- before volume shipments of our products are made to the OEM.

In March 2001, we entered into a development agreement with Hitachi Digital Media Products
Division of Hitachi, Ltd. ("Hitachi"). Under this agreement, we have a maximum obligation of
approximately $2,500,000 for development activities, $700,000 for prototype parts and $2,800,000 for
tooling costs. No expenses have been incurred under this agreement through March 31, 2001.

FINANCIAL RESULTSFOR T HE THREE MONTHS ENDED MARCH 3, 2001 (UNAUDITED)

RESULTS OF OPERATIONS

The following table sets forth our operating results as a percentage of sales for each period
presented.

Three Months Ended

March 31, April 1,
2001 2000
NEt SAIES....cieiiiieiii e 100.0% 100.0%
Cost of goods sold.........ceeueiiiiiiiiiiiieeeis 92.9 79.4
Gross Profit......oeei i 7.1 20.6
Operating expenses:
Selling, general and administrative........ 23.1 27.1
Research and development..................... 18.1 20.9
Loss from operations..........cccoeeveviiiiieeennnnes (34.1) (27.4)
Other income (expense), net ..........ccceeeeennnes (1.0) 0.1
Loss before income taxes..........ccoovvvveeennnnns (35.1) (27.3)
Provision for income taxes ............ccoeeevvnnnn. -- (0.1)
Equity interest in net loss of investee.......... (0.7) --
NEL TOSS .uuiiicii e (35.8)% (27.4)%
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NET SALES

The following tables present our revenue by product in absolute dollars and as a percentage of
sales for each period presented.

Product Mix Tables
Dollars in thousands:

Three Months Ended

March 31, April 1,
2001 2000
8mm drives:
Eliant™820, Mammoth- LT, Mammoth $14,595 $23,314
and M2 ...
8mm libraries:
Ez17™, 215M, 220, 430M, X80 and
X200 ciiiiiiiiiieiiee e 8,275 8,889
DLTtape™ libraries:
17D, 230D and 690D ..........cccevvnrernnnnn. 997 1,572
LTOO libraries:
110L and 221L ..ovvvvvenieviiiieecei e, 873 --
Media....coooveiiie 19,166 12,857
Service, spares and other ..............c.c....... 3,301 3,996
End-of-life drives and libraries(x)............ 236 1,388
Sales allowances..........cccevevvviviiieeeineennnn, 1,609 (2,440)

$49,052 $49,576

As a percentage of net sales:

Three Months Ended

March 31, April 1,
2001 2000
8mm drives:
Eliant™820, Mammoth LT, Mammoth 29.7% 47.0%
and M2 ..o
8mm libraries:
Ez17™, 215M, 220, 430M, X80 and
X200 ciiiiiiiiiieeeee e 16.9 17.9
DLTtape™ libraries:
17D, 230D and 690D .........coeevvvvnneerennnnn. 2.0 3.2
LTOO libraries:
110L and 221L c.ouvvveeenieieiiieciiieeeee, 1.8 --
Media....ooooieii 39.1 25.9
Service, spares and other ..............cccoeevennnnes 6.7 8.1
End-of-life drives and libraries(x)............... 0.5 2.8
Sales allowances..........cccevvveiieiiii v 3.3 (4.9

100.0% 100.0%
(x) Prior year amounts and percentages reflect current year classifications of end-of-life products.
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Our net sales decreased by 1.1% to $49,052,000 in the first quarter of 2001 from $49,576,000
for the first quarter of 2000. In comparing net sales from the first quarter of 2001 to the first quarter of
2000, there were several significant differences:

- Sales of M20 tape drives decreased by $5,182,000. We believe this decrease is due to a
general economic slowdown in the technology industry, as well as media supply constraints
during most of the first quarter of 2001.

- Sales of tape media increased by $6,309,000 as we resolved media supply constraints late
in the first quarter of 2001 and were able to fill our backlog of outstanding orders.

- Sales allowances decreased by $4,050,000, which had a positive impact on net sales. The
decrease is aresult of decreased exposure to inventory stock rotation related to decreased
sales volumes to qualifying reseller customers, a decrease in certain marketing related
programs and a decrease in rebate incentives.

- Sales of older generation 8mm tape drives (Eliant™820, Mammoth-LT and Mammoth)
decreased by $3,538,000 due to product life cycles. Decreases were primarily in the OEM
channel.

- Sales of end-of-life drives and libraries decreased by $1,152,000 as we had less inventory
in end-of-life status in 2001 compared to 2000.

The following table details our sales to different customer types as a percentage of total net
sales for the periods presented:

Customer Mix Table
(As a percentage of net sales)

Three Months Ended

March 31, April 1,
Customer Type: 2001 2000
Reseller ....coovviiiiiii, 66.1% 66.9%
OEM .o 29.1 28.5
End-user and other ............cocoveviiiinnennen. 4.8 4.6

100.0% 100.0%

Sales to reseller customers decreased slightly as a percentage of net sales for the first quarter of
2001 over the same period in 2000, while sales to OEM customers and end-users increased. We
believe this shift is a result of the media supply constraints during the first quarter of 2001, which had a
greater impact on products being sold through our reseller channel. Also, salesin Europe decreased by
approximately $1,549,000 from the first quarter of 2000 to the first quarter of 2001, while North
America sales increased by approximately $1,123,000 in the same periods. We believe this resulted
from wider domestic product acceptance.
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The following table summarizes customers who accounted for 10% or more of our salesin the
periods presented:

Sales To Major Customers
(As a percentage of net sales)

Three Months Ended

March 31, April 1,
Customer: 2001 2000
INGram MiCrO......oovuvieviieeie e 12.6% 16.4%
Digital Storage.........cceuveveuiiiiiiiiiiiieeens 10.4 5.0
IBM oo 10.1 10.8
Tech Data....c.cooceveiiiiiiciieee e 9.5 14.4

No other customers accounted for 10% or more of sales in any of these periods. We cannot
guarantee that sales to these or any other customers will continue to represent the same
percentage of our revenuesin future periods. Our customers also sell competing products and
continually review new technologies, which causes our sales volumes to vary from period to period.

COST OF SALESAND GROSS M ARGIN

Our cost of sales includes the actual cost of all materials, labor and overhead incurred in the
manufacturing and service processes, as well as certain other related costs. Other related costs include
primarily warranty accruals and inventory reserves. Our cost of sales for the first quarter of 2001
increased to $45,558,000 from $39,363,000 for the first quarter of 2000. Excluding restructuring
charges for the first quarter of 2001, our cost of sales was $45,335,000. Our gross margin percentage
decreased to 7.1% in the first quarter of 2001 from 20.6% for the same period in 2000. Excluding
restructuring charges for the first quarter of 2001, our gross margin was 7.6%. Gross profit for the first
quarter of 2001 was negatively impacted by inventory reserves and rework charges related to our
efforts to improve the quality and manufacturing yields of the M2™ drive product and high fixed costs
relative to the level of net sales for the quarter.

OPERATING EXPENSES

Selling, general and administrative expenses include salaries, sales commissions, advertising
expenses and marketing programs. These expenses decreased to $11,333,000 in the first quarter of
2001 from $13,436,000 for the same period in 2000. Without restructuring charges for the first quarter
of 2001, these expenses were $11,154,000. The decrease is the result of higher advertising expenses in
2000 over 2001 for the introduction of the M2™ drive and related automation products. During 2001,
our product introductions were smaller in scale.

Research and development expenses decreased to $8,901,000 in the first quarter of 2001 from
$10,360,000 for the same period in 2000. Excluding restructuring charges for the first quarter of 2001,
these expenses were $8,805,000. This decrease is the result of higher costs in 2000 over 2001 for
ongoing engineering of the M2™ product, which was released in late 1999.
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OTHER INCOME (EXPENSE) , NET

Other income (expense), net consists primarily of interest income and expenses, foreign
currency remeasurement and transaction gains and losses and other miscellaneous items. Other expense
for the first quarter of 2001 was $460,000 compared to income of $45,000 for the same period in 2000.
This change is mainly the result of liquidity constraints which have resulted in borrowings under our
line of credit resulting in interest expense during the first quarter of 2001. During the first quarter of
2001, we had net interest expense of approximately $501,000, while we had no net interest expense
during the first quarter of 2000.

TAXES

The provision for income taxes for the first quarter of 2001 was (0.0)% of loss before taxes
compared to a provision for income taxes of (0.3)% for the same period in 2000. As of the second
quarter of 1999 we recorded a deferred tax valuation allowance equal to 100% of total deferred tax
assets. Management considered a number of factors, including our cumulative operating losses over the
prior three years, short-term projected losses due to the impact of delays in the release of the M2™
product as well as certain offsetting positive factors. Management concluded that a valuation
allowance was required for 100% of the total deferred tax assets as it is more likely than not that the
deferred tax assets will not be realized.

LIQUIDITY AND CAPITAL RE SOURCES

During the first three months of 2001, we expended $2,663,000 of cash for operating activities,
borrowed a net amount of $2,237,000 against our line of credit, expended $910,000 for capital
equipment, expended $435,000 on long-term obligations, received $8,000 from the sale of fixed assets
and had cash overdrafts of $1,357,000. Together, these activities decreased our cash and short-term
investments by $406,000 to a quarter-ending balance of $2,753,000. Our working capital decreased to
$12,972,000 at March 31, 2001 from $27,023,000 at December 31, 2000.

In May 2000, we entered into a bank line of credit agreement with Congress Financial
Corporation, a subsidiary of First Union Bank Corporation. This agreement expiresin May 2003.
Originally, this agreement allowed borrowings up to the lesser of 80% of eligible accounts receivable
or $20.0 million. In February 2001, this agreement was amended to increase the borrowing limit to
$25.0 million. This amendment also added 25% of eligible finished goods inventory to the borrowing
base. Eligible accounts receivable excludes invoices greater than 60 days past due, some foreign
receivables and other items identified in the agreement. Eligible finished goods inventory excludes
slow moving inventory and other items identified in the agreement. Collateral for this agreement
includes accounts receivable and inventory, as well as certain off balance sheet assets.

The line of credit prohibits the payment of dividends without prior bank approval and has a
minimum tangible net worth covenant, and certain other covenants. The agreement contains certain
acceleration clauses that may cause any outstanding balance to become immediately due in the event of
default. The amount available to borrow under the line of credit varies each day based upon the levels
of the underlying accounts receivable and inventories. As of March 31, 2001, the overall amount
available to borrow was $19,873,000, the Company had $14,544,000 in borrowings outstanding, a
remaining borrowing capacity of $5,329,000 and we were in violation of the tangible net worth
covenant of the line of credit agreement. On April 12, 2001, the Company obtained a waiver from the
lender in regard to the current covenant violation.

Borrowings under the line of credit bear interest at the lower of the bank's prime rate +1% or
"LIBOR" + 3%. As aresult, any significant fluctuationsin the primerate or LIBOR would impact
our interest expense related to borrowings under this line of credit. Offsetting the amount available
under the line of credit is a letter of credit, which collateralizes certain leasehold i mprovements made
by our subsidiary in Germany. This letter is currently for DM 1,000,000 and decreases by DM 100,000
in August of each year until it is fully depleted.
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We have incurred operating losses over the last four years. Additionally, as of March 31, 2001,
we had only $5,329,000 of remaining borrowing capacity under our line of credit. Asaresult, we are
currently reassessing our business and investigating various strategic alternatives that could increase
our liquidity. These alternatives may include one or more of the following:

sale of all or part of our operating and off-balance sheet assets;

restructuring of current operations;

additional equity infusions; or

strategic alliance, acquisition or merger.

We have engaged an investment banker to assist in this process and will continue to explore
these and other options that would provide additional capital for our objectives and operating needs.
Should we be unsuccessful in achieving one or more of these actions, it is possible that we may be
unableto achieve our currently contemplated business objectives or establish enough fundsto
support our operations, which could affect our ability to continue as a going concern. Also, as a
result of our current liquidity constraints, the report of our independent accountants on our 2000
consolidated financial statements contains an explanatory paragraph related to this matter.

As of June 12, 2001, we are engaged in discussions with at least one party regarding a potential
business combination. We have also engaged in discussions with existing strategic partners about
potential equity investments. However, we have no firm commitments with respect to any of these
potential transactions, and we cannot assure that any of them will be consummated. If an equity
financing in consummated, it may be on terms unfavorable to us, and may be insufficient to support our
operations.

On April 12, 2001, we entered into an agreement with a private investor, whereby we agreed to
issue 1,500,000 shares of Series G preferred stock to the investor for total proceeds of $3,000,000. The
dividends accrue at a rate of 9% per annum and are compounded if not paid. Dividends must be paid in
cash, except that they may be paid in shares of common stock, at a price of $2.00 per share, if we are
prohibited from paying cash dividends under any agreement in place as of April 16, 2001. Our bank
line of credit agreement with Congress Financial Corporation currently prohibits the payment of cash
dividends. Series G preferred stock also participates in any dividends on the common stock, when and
if declared, on an as-converted basis. Series G preferred stock has a liquidation preference over
common stock and conversion rights, at the option of the holder, into shares of common stock at a
conversion price of $2.40 per share, subject to adjustment. The holder of the Series G preferred stock is
entitled to vote with shares of common stock (and not as a separate class) on an as-converted basis at
any annual or special meeting of the Company’s stockholders; provided, however, that without the prior
written unanimous consent of the Series G preferred stock, we may not take certain actions, including
asset transfer or acquisition (which terms are defined in the Certificate of Designation). The terms of
the Series G share purchase agreement prohibit us, except for certain permitted issuances, from selling
common stock, or securities convertible or exercisable into common stock during the period ended June
15, 2001 for a price per share, or having an exercise or conversion price per share of less than $2.40.

In that case, we are required to pay an amount in cash equal to the difference between the sale price and
$2.40 multiplied by the number of shares of common stock into which the Series G preferred stock is
then convertible.

RESTRUCTURING CHARGES
In March 2001, the Company completed a reduction in its workforce in order to reduce
expenses, minimize ongoing cash consumption and to simplify its management structure. All areas of

the Company were impacted by the workforce reduction. These reductions reduced the workforce by
approximately 235 persons (211 domestically and 24 in Europe) and resulted in a severance charge to
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operations in the first quarter of 2001 of approximately $498,000. Of these costs, $223,000 were
included in cost of sales, $179,000 were included in selling, general and administrative costs and
$96,000 were included in research and development costs. All severance was paid during the first
quarter of 2001, and no accruals remain.

During the third quarter of 2000, we incurred $3,899,000 in charges related to a restructuring,
which will ultimately result in the closure of our wholly owned subsidiary, EMG. This restructuring
was part of a plan adopted by our Board of Directors on July 24, 2000, which outsourced a number of
manufacturing operations to Hitachi in order to reduce our cost structure. The restructuring decision
resulted in: (1) an immediate end to the manufacture of M2™ recording heads by EMG; (2) the
termination of M2™ scanner manufacturing by EMG during April 2001; and (3) the planned shut down
of the remaining M2™ scanner manufacturing by the middle of 2002. No assets were transferred as a
result of the decision to outsource M2™ scanner manufacturing to Hitachi and no technology was
transferred. In addition, there were no write-offs taken or restructuring charges incurred in connection
with the M2™ scanner outsourcing to Hitachi. There has been no change in the method of accounting
for transactions between EMG and the Company and all assets not impacted by the restructuring
continue to be depreciated in a consistent manner.

These restructuring charges include employee severance and related costs of $1,613,000, excess
facilities costs of $718,000, the write-off of excess inventories of $879,000, the write-off of capital
equipment of $389,000 and other costs of $300,000. Workforce reductions involve 93 employees,
constituting all employees of EMG. All severance payments for these employees were contractually
defined, fixed and communicated during the third quarter of 2000.

Approximately $309,000 in restructuring costs were paid during the first quarter of 2001.
Employment at EMG was reduced by 11 employees during the quarter to 42 employees at March 31,
2001. This amount will be reduced to 27 by mid 2001 as a result of these outsourcing efforts.
Approximately $1,883,000 of accruals related to this restructuring remain at March 31, 2001. We
anticipate future annual savings of approximately $3.4 million related to thisrestructuring. We
further anticipate that most of the remaining amounts owed will be paid by the end of 2003.

The following table summarizes our restructuring reserve activity for 2000 and the first quarter
of 2001:

Fixed

Severance Inventory Asset

and Excess Write- Write
(In thousands) Related Facilities Down Down Other Total
Restructuring charges.......... $1,613 $718 $879 $389 $300 $3,899
Asset write downs............... -- -- (879) -- -- (879)
Loss on sale of assets .......... -- -- -- (56) -- (56)
Cash payments...........c........ (360) -- -- -- (139) (499)

Additional charges/

reclassifications.............. 74 41 -- (333) (55) (273)
Balance, December 30, 2000 $1,327 $759 -- -~ $106 $2,192
Cash payments.................... (232) (20) -- -- (57) (309)
Balance, March 31, 2001 ..... $1,095 $739 -- -~ $49 $1,883
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FINANCIAL RESULTSFOR THE THREE YEARS ENDED DECEMBER 31, 2000

The following tables set forth items in the Exabyte Corporation and Subsidiaries (the

"Company") Consolidated Statements of Operations for the three years ended December 30, 2000,

January

Consoli

1, 2000 and January 2, 1999.
dated Statements of Operations

(As a percentage of net sales)

LCTg0ISc] 107 (o1 o I

Operating expenses:

Selling

, general and administrative............cccceevnene.

Research and development ..........cccccvvvveceeieeiennns

L 0SS from operations...........ccoceeveeveneseseesesieeseeseeens
Other income (eXpense), NEL .......ccoceverererenerieeenes

Loss before income taxes..........coeeeevenenenenenenieenn
(Provision) benefit for income taxes..........ccocceeeeennee.
Equity in loss of iNVestee.........cooeveiiiivenenceeeen,

Fiscal Years
2000 1999 1998
100.0% 100.0% 100.0%
77.6 82.1 72.5
224 17.9 275
24.7 25.4 19.9
16.4 16.0 10.4
(18.7) (23.5) (2.8
(0.4) 0.5 0.6
(219.0) (23.0) (2.2
0.7 (16.7) 1.2
(0.2) -- --
(18.6)% (39.7)% (1.0)%

38



Product Mix Tables

(In thousands)

2000 1999 1998
8mm drives:

Eliant 0 820, Mammoth-LT, Mammoth

ANA M2 e $83,336 $99,939 $122,048
8mm Libraries:

Ez170, 215M, 220, 430M, X80 and X200........... 60,844 19,801 19,201
DLTtape™ Libraries:

17D, 230D and 690D ........ccceveririeererienieene e 9,099 12,733 6,067
LTO™ Libraries:

LIOL vttt 742 -- --
MEAIAL ....eeveieiieeeeeee e 55,874 67,668 67,113
Service, sparesand other ..........ccooeviieninicninc e, 14,811 15,450 19,091
End-of-life drives and libraries(X) ........cccccecereerieeneenn. 4,194 14,816 64,495
Sales allOWANCES........coeieereeieeee e (7,158) (7,580) (11,510)

$221,742 $222,827 $286,505
(As apercentage of net sales) 2000 1999 1998
8mm drives:
Eliant 0 820, Mammoth-LT, Mammoth

ANA M2LT .. 37.6% 44.9% 42.6%
8mm Libraries:

EZ1700,215M, 220, 430M, X80 and X200 ............. 27.4 89 6.7
DLTtapell Libraries:

17D, 230D and 690D........ccecvririeeererieieeseeseeeerenes 4.1 5.7 21
LTO™ Libraries:

LIOL ottt 0.3 - -
MEAIAL ... e 252 304 234
Service, sparesand other .........ccccceecevevivvecineceeieenn, 6.7 6.9 6.7
End-of-life drives and libraries(X) .......cccccevevrvrvvrnennn 1.9 6.6 225
Sales alOWANCES.......cccvvereceeecere e (3.2) (3.4 (4.0

100.0% 100.0% 100.0%

(x)Prior year amounts and percentages reflect current year classifications of end-of-life products.
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Customer Mix Table

(As a percentage of net sales)

Fiscal Years
2000 1999 1998

OEM ..ottt 28.0% 38.1% 46.3%
ReSElEr ... 66.6 57.7 49.5
End user and other ..........cccocvveinienee 54 4.2 4.2

100.0% 100.0% 100.0%
Sales to Major Customers

Net Sales
(In thousands) % of Total Net Sales
2000 1999 1998 2000 1999 1998

Ingram Micro.............. $41,028 $29,967 $36,138 18.5% 13.5% 12.6%
Tech Data.......ccoueee 28,965 20,729 21,399 13.0 9.3 75
1271 24,985 33,790 43,405 11.3 15.2 15.2
Sun Microsystems....... 16,780 24,400 31,505 7.6 11.0 11.0

No other customers accounted for 10% or more of sales in any of these periods. We cannot
guarantee that sales to these or any other customers will continue to represent the same
percentage of our revenuesin future periods. Our customers also sell competing products and
continually review new technologies, which causes our sales volumes to vary from period to period.

FiscaL YEAR 2000 COMPA RED TO 1999

Our net sales decreased by 0.4% to $221.7 million in 2000 from $222.8 million in 1999. In
comparing net sales from 1999 to 2000, there were several significant differences:

- Sales of M2™ tape drives increased by $20.4 million. We sold our first M2™ drives in the
fourth quarter of 1999, whereas in 2000, we had a full year of M2 sales.

- Sales of current 8mm library products increased by $41.0 million. During 2000, both unit
sales and average unit prices increased as sales shifted to libraries containing M2™ drives
from older generation Mammoth and Eliant[] 820 tape drives. Included in 2000 sales are
our first shipments of the 215 and 430 libraries.

- Sales of older generation 8mm tape drives (Eliant™820, Mammoth-LT and Mammoth)
decreased by $37.0 million, primarily in the OEM channel.

- Sales of media decreased by $11.8 million. This decrease is due to larger than normal
media shipments in the first quarter of 1999 as we resolved media supply constraints and
were able to fill our backlog of outstanding orders, compounded by media supply
constraints during the fourth quarter of 2000. The 2000 media supply constraints al so
negatively impacted our sales of M2 drive and library products.

- Wesold our first LTO™ Ultrium™ libraries. LTO™ library sales were $742,000 in 2000
with no comparable amount in 1999.
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- Salesof DLTtape™ libraries decreased by $3.6 million. We believe this decrease was due
in part to the fact that our DLTtape™ libraries utilize older-generation DLT7000 tape
drives.

- Sales of end-of-life drive and library products decreased by $10.6 million.

Sales to OEM customers decreased in 2000 over 1999 due to reduced sales of older generation
tape drive products, without a corresponding increase in sales of new generation products. OEM
customers have a long qualification, adoption and integration time before purchasing new products. As
aresult, volume sales of our M2™ products to OEMs did not begin until late in the third quarter of
2000.

Sales to domestic customers increased to 70.7% of net sales in 2000 from 66.0% in 1999. Sales
to international customers decreased to 29.3% of net sales in 2000 from 34.0% in 1999. Comparing
2000 to 1999, sales to European/Middle East customers decreased by $9.1 million and sales to Pacific
Rim customers decreased by $1.6 million. We believe these decreases resulted from worsening
economic conditions in those regions and a resulting weakening of their local currencies.

Our cost of sales includes the actual cost of all materials, labor and overhead incurred in the
manufacturing and service processes, as well as certain other related costs. Other related costs include
primarily provisions for warranty repairs and inventory obsolescence. Our cost of sales for 2000
decreased to $172.1 million from $182.9 million in 1999 and our gross margin percentage increased to
22.4% in 2000 from 17.9% in 1999. Excluding restructuring charges for both periods, our cost of
goods sold decreased to $169.4 million in 2000 from $182.2 million in 1999 and our gross margin
percentage increased to 23.6% from 18.2%. Included in 2000 restructuring charges was a provision for
excess and obsolete inventory of $879,000. This amount related to excess M2™ scanner and recording
head inventories held by our EMG subsidiary as a result of the decision to outsource this manufacturing
to Hitachi. See "Restructuring" discussion later in this section.

A primary factor positively impacting gross margins was the margin contribution of certain
recently released M2™ drives and libraries which have higher gross margins than the older technology
products they replaced. In addition, the increase in sales of library products, which typically carry
higher gross margins than drive products, also resulted in higher gross margins. Another factor which
increased gross margins was the shift to more reseller and less OEM sales. We estimate that 1999 gross
margins were negatively impacted by approximately $2.3 million due to differences in the dollar/yen
exchange rate while there was no significant impact in 2000, as a result of these exchange rate
differences.

Selling, general and administrative expenses decreased to $54.7 million and 24.7% of salesin
2000 from $56.7 million and 25.4% of salesin 1999. Without restructuring charges, these expenses for
1999 were $55.2 million and 24.8% of net sales. The decrease is mainly the result of employment
reductions related to the third quarter 1999 restructuring, which impacted salaries and travel related
expenses. Also impacting these expenses for the year, was the settlement of patent litigation with Ecrix
Corporation. We had claimed that they infringed on a number of our patents, and were involved in
litigation throughout the latter part of 1999 and first six months of 2000. The settlement included
$450,000 for reimbursement of legal expenses that had been incurred mainly in the first and second
quarters of 2000.

Research and development expenses increased to $36.5 million and 16.4% of sales in 2000
from $35.7 million and 16.0% of salesin 1999. Excluding restructuring charges for both periods, these
expenses decreased to $35.3 million and 15.9% of sales in 2000 from $35.4 million and 15.9% of sales
in 1999. This decrease is the net result of the third quarter 2000 restructuring, which outsourced
scanner research and development activities of EMG to Hitachi, and increased spending to support
engineering efforts related to MammothTape™ drives and investments in new automation products.
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During 1999, we contracted with Hitachi for the development of technology related to future
generations of MammothTape [0 drives and manufacturing of the M20 drive. During 2000 and 1999,
we incurred $3.5 million and $2.2 million, respectively, of engineering expenses under these contracts.
Investments in automation products included the integration of M2™ drives, as well as the development
of a new family of mid-sized libraries that incorporates MammothTape™, DLTtape™, LTO™
Ultrium™ and AIT technologies. We shipped new MammothTape™ and LTO™ Ultrium™ products
from this family during the second half of 2000. Other automation products from this family are
expected to begin shipping in 2001.

Other income (expense), net consists primarily of interest income and expenses, foreign
currency remeasurement and transaction gains and losses and other miscellaneous items. Other expense
for 2000 was $842,000 compared to income of $1.2 million in 1999. The increase in expenses is due
primarily to unfavorable changes in remeasurement and transaction gains and losses, and decreased
interest income due to lower cash and investment balances. Net foreign exchange losses related to
remeasurements of foreign subsidiary accounts to U.S. dollars were $860,000 in 2000, compared to
$207,000 in 1999. Net foreign exchange losses related to foreign currency transactions were $1.2
million in 2000 compared to $686,000 in 1999.

The benefit (provision) for income taxes for 2000 was 3.7% of loss before taxes compared to
(72.7)% of loss before taxes in 1999. As of the second quarter of 1999, we recorded a deferred tax
valuation reserve for 100% of total gross deferred tax assets. Based on our evaluation of all available
evidence, both positive and negative, we believeit is more likely than not that our gross deferred
tax assets of $70.7 million will not be realized. The minimum amount of future taxable income
required to fully realize these assets is $189.5 million.

At December 30, 2000, we had domestic net operating loss carryforwards of $112.1 million,
which expire between 2018 and 2020, available to offset future taxable income. Our use of $6.0
million of the carryforwards is subject to an annual limitation of $670,000 through 2005. We can carry
forward foreign net operating losses indefinitely. In addition, we have unused tax credits related to our
research and development activities of $4.4 million which expire between 2012 and 2020. We also
have alternative minimum tax credits of $1.1 million, which we can carry forward indefinitely.

Basic and diluted net loss per share for 2000 was $1.83 per share compared to basic and diluted
net loss per share of $3.97 for 1999. Excluding restructuring charges for both years, the basic and
diluted net loss per share for 2000 was $1.66 compared to $3.86 for 1999. Our decreased net lossin
2000 over 1999 was due to the increase in the deferred tax valuation reserve during 1999. Excluding
restructuring charges, our pretax loss decreased $10.2 million to $38.5 million in 2000 from $48.7
million in 1999. This decrease was a result of improved margins.

FiscaL YEAR 1999 COMPA RED TO 1998

Our net sales decreased by 22.2% to $222.8 million in 1999 from $286.5 million in 1998. In
comparing net sales from 1999 to 1998, there were several significant differences:

- Sales of end-of-life products (primarily the 8505XL, 8700, 10h and 18D) decreased to $5.2
million in 1999 from $43.5 million in 1998 as we concluded the build-out and sale of these
products late in 1998 and early 1999.

- Sales of current 8mm drive products decreased to $99.9 million in 1999 from $122.0
million in 1998 as sales to our two largest OEM customers decreased by $17 million from
1998 to 1999.

- Sales of current 8mm library products decreased to $29.4 million in 1999 from $40.0
million in 1998. This decrease was in proportion to our overall sales decrease.
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- Sales of services, spare parts and other decreased to $15.4 million in 1999 from $19.3
million in 1998 as we lost a major service customer in 1999.

- Salesof current DLTtape™ libraries increased to $12.7 million in 1999 from $6.1 million
in 1998. We introduced our first DLTtapel library in 1997 and increased our DL Ttape™
offerings during 1998 and 1999.

- Sales allowances decreased to $7.6 million in 1999 from $11.5 million in 1998, having a
positive impact on net sales. The decrease resulted from a lower emphasis placed on the
use of sales rebates, as well as the final sell-off of desktop products in early 1998, which
required a high level of sales incentives.

During 1999, our sales shifted to reseller customers from OEM customers. Our sales to reseller
customers in 1999 decreased by 9.5% in absolute dollars over 1998. Our salesto OEM customers
decreased by 36% in 1999 over 1998. We undertook a number of initiatives in 1999 to position
ourselves in the reseller channel in anticipation of the introduction of the M2™ drive late in the year.

Sales to domestic customers decreased to 66.0% of net salesin 1999 from 70.5% in 1998.
Sales to international customers increased to 34.0% of net salesin 1999 from 29.5% in 1998. Sales
decreased to all geographic regions; however domestic sales decreased at a higher rate.

Our cost of sales includes the actual cost of all materials, labor and overhead incurred in the
manufacturing and service processes, as well as certain other related costs. Other related costs include
primarily provisions for warranty repairs and inventory obsolescence. Our costs of sales for 1999
decreased to $182.9 million from $207.6 million in 1998 and our gross margin percentage decreased to
17.9% in 1999 from 27.5% in 1998. Excluding restructuring charges for 1999 (see "Restructuring"
discussion later in this section), our cost of goods sold decreased to $182.2 million in 1999 and our
gross margin percentage decreased to 18.2%.

Our gross margin percentage decreased to 17.9% in 1999 compared to 27.5% in 1998.
Excluding restructuring charges, the 1999 gross margin was 18.2%. Gross margins were negatively
impacted by lower net sales, which were tied to arelatively fixed manufacturing cost structure. During
1999, we had more plant capacity than we were using to support current manufacturing volumes.
Additionally, lower pricing on products approaching end-of-life status negatively impacted product
margins. Gross marginsin 1999 were negatively impacted by approximately $2.3 million due to
difference in the dollar/yen exchange rate whereas 1998 gross margins were positively impacted by
approximately $2.5 million as a result of these exchange rate differences.

Selling, general and administrative expenses decreased to $56.7 million and 25.4% of salesin
1999 from $57.0 million and 19.9% of salesin 1998. Without restructuring charges, these expenses for
1999 were $55.2 million and 24.8% of net sales. The decrease was due to higher advertising spending
in 1998 to reintroduce our Mammoth tape drive as well as introduce several new library products. In
1999, there were fewer and smaller-scale product introductions.

Research and development expenses increased to $35.7 million and 16.0% of salesin 1999
from $29.9 million and 10.4% of salesin 1998. Without restructuring charges, 1999 expenses were
$35.4 million and 15.9% of net sales. Spending increased in 1999 to support the development and
release of the M2™ tape drive, which we first sold in the fourth quarter. In addition, we contracted
with Hitachi for the development of technology related to future generations of MammothTape™ drives
and manufacturing of the M2[0 drive. During 1999, we incurred $2.2 million of engineering expenses
under these contracts.

Other income (expense), net consists primarily of interest income and expenses, foreign

currency re-measurement and transaction gains and losses, state franchise taxes and other
miscellaneous items. Other income was $1.2 million in 1999 compared to $1.8 million in 1998. This
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decrease was the result of unfavorable changes in foreign currency transaction gains and losses in 1999,
offset by increased interest income. Net foreign exchange (gains)/losses related to foreign currency
transactions were $686,000 and $(36,000) in 1999 and 1998, respectively.

The income tax provision for 1999 of $37.2 million compared to a $3.4 million tax benefit in
1998. As of the second quarter of 1999, the Company recorded a deferred tax valuation allowance
equal to 100% of total deferred tax assets. Management considered a number of factors, including the
Company’s cumulative operating losses over the prior three years, short-term projected losses due to
the impact of delays in the release of the M2™ product, as well as certain offsetting positive factors.
Management concluded that a valuation allowance was required for 100% of the total deferred tax
assets as it is more likely than not that the deferred tax assets will not be realized. The minimum
amount of future taxable income required to fully realize these assets is estimated to be $146.6 million.
See Note 6 of Notes to Consolidated Financial Statements for the three years ended December 30, 2000.

Basic and diluted net loss per share for 1999 was $3.97 compared to basic and diluted net loss
per share of $0.12 per share for 1998. Excluding restructuring chargesin 1999, basic and diluted net
loss per share was $3.86. The increased loss in 1999 was due to lower revenue, lower gross margin
percentage and increased research and development expenses.

LIQUIDITY AND CAPITAL RE SOURCES

During 2000, we expended $34.8 million of cash for operating activities, borrowed a net
amount of $12.3 million against our line of credit, received $1.6 million from the issuance of common
stock to employees, expended $9.4 million on capital equipment, paid $2.1 million on long-term
liabilities, received $734,000 from the sale of fixed assets and had cash overdrafts of $2.3 million.
Together, these activities decreased our cash and short-term investments by $29.4 million to a year-end
balance of $3.2 million. Our working capital decreased to $27.0 million at December 30, 2000.
Inventories increased $13.3 million from 1999 to 2000 due to: (1) lower than anticipated revenues,
particularly related to sales of M2™ drives, (2) increased inventory levels required during the transition
phase of our manufacturing outsourcing to Hitachi, and (3) a build up of library inventoriesin
preparation for the introduction of several new library products.

In May 2000, we entered into a new bank line of credit agreement with Congress Financial
Corporation, a subsidiary of First Union Bank Corporation. This agreement expiresin May 2003.
Originally, this agreement allowed borrowings up to the lesser of 80% of eligible accounts receivable
or $20.0 million. In February 2001, this agreement was amended to increase the borrowing limit to
$25.0 million. As of the date of the amendment, $19.6 million was available to borrow under the
agreement. This amendment also added 25% of eligible finished goods inventory to the borrowing
base. Eligible accounts receivable excludes invoices greater than 60 days past due, some foreign
receivables and other items identified in the agreement. Eligible finished goods inventory excludes
slow moving inventory and other items identified in the agreement. Collateral for this agreement
includes accounts receivable and inventory, as well as certain off balance sheet assets.

The line of credit prohibits the payment of dividends without prior bank approval and has a
minimum net worth covenant, and certain other covenants. The agreement contains certain acceleration
clauses that may cause any outstanding balance to become immediately due in the event of default. The
amount available to borrow under the line of credit varies each day based upon the levels of the
underlying inventories and accounts receivable.

Borrowings under the line of credit bear interest at the lower of the bank's prime rate +1% or
"LIBOR" + 3%. Asa result, any significant fluctuationsin the primerate or LIBOR would impact
our interest expense related to borrowings under thisline of credit. Offsetting the amount available
under the line of credit is aletter of credit, which collateralizes certain leasehold i mprovements made
by our subsidiary in Germany. This letter is currently for DM 1,000,000 and decreases by DM 100,000
in August of each year until it is fully depleted.
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We have incurred operating losses over the last four years. The losses incurred in 2000 are
attributed to continued revenue shortfalls from our business operating plan, primarily in drives and
media, resulting in a build up of inventories and creating liquidity constraints.

As of March 31, 2001, we were in violation of the tangible net worth covenant of the line of
credit agreement. On April 12, 2001, the Company obtained a waiver from the lender in regard to the
covenant violation.

As aresult of the above, we are currently reassessing our business and investigating various
strategic alternatives that could increase our liquidity. These alternatives may include one or more of
the following:

sale of all or part of our operating and off-balance sheet assets;

restructuring of current operations;

additional equity infusions; or

strategic alliance, acquisition or merger.

We have engaged an investment banker to assist in this process and will continue to explore
these and other options that would provide additional capital for our objectives and operating needs.
Should we be unsuccessful in achieving one or mor e of these actions, it is possible that we may be
unableto achieve our currently contemplated business objectives or establish enough fundsto
support our operations, which could affect our ability to continue as a going concern. Also, as a
result of our current liquidity constraints, the report of our independent accountants on our consolidated
financial statements contains an explanatory paragraph related to this matter.

As of June 12, 2001, we are engaged in discussions with at least one party regarding a potential
business combination. We have also engaged in discussions with existing strategic partners about
potential equity investments. However, we have no firm commitments with respect to any of these
potential transactions, and we cannot assure that any of them will be consummated. If an equity
financing in consummated, it may be on terms unfavorable to us, and may be insufficient to support our
operations.

On April 12, 2001, we entered into an agreement with a private investor whereby we agreed to
issue 1,500,000 shares of Series G preferred stock to the investor for total proceeds of $3,000,000.
Dividends on the Series G preferred stock accrue at a rate of 9% per annum and are compounded if not
paid. The dividends must be paid in cash, except that they may be paid in shares of common stock, at a
price of $2.00 per share, if we are prohibited from paying cash dividends under any agreement in place
as of April 16, 2001. Our bank line of credit agreement with Congress Financial Corporation currently
prohibits the payment of cash dividends. Series G preferred stock also participates in any dividends on
the common stock, when and if declared, on an as-converted basis. The terms of the Series G share
purchase agreement prohibit us, except for certain permitted issuances, from selling common stock, or
securities convertible or exercisable into common stock during the period ended June 15, 2001 for a
price per share, or having an exercise or conversion price per share, of less than $2.40. In that case, we
are required to pay an amount in cash equal to the difference between the sale price and $2.40
multiplied by the number of shares of common stock into which the Series G preferred stock is then
convertible. See “Description of Capital Stock” and Note 14 of Notes to Consolidated Financial
Statements for the three years ended December 30, 2000.

We currently expect to purchase $5.1 million of fixed assets during 2001. However, this
may change if we accomplish any of the strategic actions described above.
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RESTRUCTURINGS

During the third quarter of 2000, we incurred $3.9 million in charges related to a restructuring,
which will ultimately result in the closure of our wholly owned subsidiary, EMG. This restructuring is
part of a plan adopted by our Board of Directors on July 24, 2000, which outsourced a number of
manufacturing operations to Hitachi in order to reduce our cost structure. The restructuring decision
resulted in: (1) an immediate end to the manufacture of M2 recording heads by EMG; (2) the
termination of M2 scanner manufacturing by EMG by April of 2001; and (3) the planned shut down
of the remaining M1 scanner manufacturing by the middle of 2002. No assets were transferred as a
result of the decision to outsource M2 scanner manufacturing to Hitachi and no technology was
transferred. In addition, no write-offs were taken or restructuring charges were incurred in connection
with the M2 scanner outsourcing to Hitachi. There has been no change in the method of accounting
for transactions between EMG and the Company and all assets not impacted by the restructuring
continue to be depreciated in a consistent manner.

These restructuring charges include employee severance and related costs of $1.6 million,
excess facilities costs of $718,000, the write-off of excess inventories of $879,000, the write-off of
capital equipment of $389,000 and other costs of $300,000. Workforce reductions involve 93
employees, constituting all employees of EMG. All severance payments for these employees were
contractually defined, fixed and communicated during the third quarter of 2000.

Of these restructuring costs, $2.7 million are included in cost of sales and $1.2 million are
included in research and development costs. Approximately $1.3 million of the total restructuring
costs, which relate to the write-off of excess inventories and capital equipment, do not involve future
cash payments.

Approximately $360,000 in severance and related costs and $139,000 of other costs were paid
during 2000. Employment at EMG was reduced by forty employees. The fixed asset writedown
resulted from a decision to immediately terminate the manufacture of M2 recording heads, take the
underlying assets out of service and hold those assets for sale. Our actual losses on sales of fixed
assets were $333,000 lower than expected. Approximately $2.2 million in accrued liabilities remain at
December 30, 2000 for lease payments due on excess facilities, severance and related costs.

We anticipate future annual savings of approximately $3.4 million related to this
restructuring.

The following table summarizes our restructuring reserve activity for 2000:

Fixed
Severance Inventory Asset
and Excess Write- Write
(In thousands) Related Facilities Down Down Other Total
Restructuring charges......... $1,613 $718 $879 $389 $300 $3,899
Asset write downs.............. -- -- (879) -- -- (879)
Loss on sale of assets......... -- -- -- (56) -- (56)
Cash payment............c........ (360) -- -- -- (139) (499)
Additional charges/
reclassifications............ 74 41 -- (333) (55) (273)
Balance, December 30,
2000 ..iiiiiieve e, $1,327 $759 -- -- $106 $2,192

During the third quarter of 1999, management determined that the division of our businessinto
three operating segments was no longer appropriate due to the amount of overhead required to maintain
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this structure. We incurred $2,466,000 in pretax restructuring charges to combine our three operating
segments under common management. These costs included severance, outplacement and benefits for
the resulting workforce reduction of approximately 143 employees. All areas of the Company were
impacted by the workforce reduction. We believe this restructuring resulted in annual savings of $11.0
million. These savings included decreased payroll and fringe benefits, as well as, savings on building
rent, utilities and taxes. Expected payroll savings were a result of reductions in workforce and open
positions that were not filled as a result of this restructuring.

Approximately $664,000 of these costs were included in cost of sales, $1.5 million were
included in selling, general and administrative costs and $328,000 were included in research and
development costs.

The following table summarizes the activity related to the 1999 restructuring reserve;

(In thousands) Severance and Related
ReStrUCtUring Charges.........vviuuieiiieiii e $2,446
Cash PAYMENES ... (2,154)
Balance, January 1, 2000 .........cccccuieiiiieiiieiiii e e 292
Cash PAYMENES .. .ciee e (292)
Balance, December 30, 2000............uuueiiieeeriiiiiiiiieeeeaaa e $--

QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following tables set forth unaudited operating results for each quarter of fiscal 2000 and
1999. This information has been prepared on the same basis as the audited financial statements and, in
the opinion of management, contains all adjustments consisting only of normal recurring adjustments,
necessary for a fair presentation thereof. These unaudited quarterly results should be read in
conjunction with the consolidated financial statements and notes thereto appearing elsewhere in this
prospectus. The operating results for any quarter are not necessarily indicative of results for any future
period.

(Unaudited)
(In thousands, except per share data)

Quarters Ended

Dec. 30, Sep. 30, Jul. 1, April 1,

2000 2000 2000 2000

NEE SAIES.....cieiieieeeie e $ 60,752 $ 60,100 $51,314 $49,576
Cost of gOOAS SOl ......ocevrveeireiicrree e 45,802 48,892 38,028 39,363
GroSS Profit...ciececcesece e e 14,950 11,208 13,286 10,213
Selling, general and administrative...........cccccevveenine 14,477 12,995 13,801 13,436
Research and development .........ccccccoeevevvvenenieenenn, 7,560 9,244 9,366 10,360
Loss from operations (1) ......cccoevereereereereereseeseseens (7,087) (11,031) (9,881) (13,583)
Other income (eXpense), NEL........cooovvereererereneeeans (957) (323) 393 45
Loss before income taxes..........oocveeeeeeenenenencnenne (8,044) (11,354) (9,488) (13,538)
(Provision) benefit for income taxes .........cccccceeeeeee. 1,712 49 (149) (42)
Equity inloss of inVestee........ccoceveveniiinencceee, (414) -- -- --
NEEIOSS.....eeeriieeeees et et $ (6,746) $ (11,305) $(9,637) (13,580)
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Basic net loss per share

.............................................. $ (0.30) $ (0.50) $ (043) $(0.60)

Diluted net 10Ss per share.........ccccceeveeeeeevereeeeeeseennnan. $ (0.30) $ (0.50) $ (0.43) $(0.60)
As a Percentage of Net Sales

NEL SAIES....cveeeeieiieeecie e 100.0% 100.0% 100.0% 100.0%
Cost of goOdS SOId .......eoiviiiricieiee e 754 81.4 74.1 79.4
(CTg01Sc] 117 (o1 o I 24.6 18.6 25.9 20.6
Selling, general and administrative...........ccccceeevuenene 238 21.6 26.9 27.1
Research and development ..........cccccoeveeevereneseeene 124 154 18.3 20.9
Loss from operations (1) ......cccceeveereereereseseeseeneeseenens (11.6) (18.4) (19.3) (27.4)
Other income (EXpeNnSsE), NEL......cccvevveeeeieeriere e (1.6) (0.5) 0.8 0.1
Loss before income taxes..........coeveveveveeeesceeseesennen, (13.2) (18.9) (18.5) (27.3)
(Provision) benefit for income taxes..........ccccceeeveenee. 2.8 0.1 (0.3 (0.1
Equity in loss of investee. ..o, (0.7) -- -- --
NN = o= S (11.1)% (18.8)% (18.8)% (27.4)%

(1) In the quarter ended September 30, 2000, the Company recorded restructuring charges of

$3,899,000 related to planned closure of a wholly owned subsidiary. See Note 11 of Notes to
Consolidated Financial Statements for the three years ended December 30, 2000.
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(Unaudited)
(In thousands, except per share data)

Quarters Ended
Jan. 1, Oct. 2, Jul. 3, Apr. 3,
2000 1999 1999 1999
NELSAIES.....c.cvcireetec e $ 58,617 $ 53,041 $ 48,519 $ 62,650
Cost of go0dS SOl .....c.eevveeiirieerec e 47,809 45,755 42,200 47,111
GrOSS Profit..c.covceciciiceeriee e 10,808 7,286 6,319 15,539
Selling, general and administrative............cccceeceeeeee 12,949 15,973 14,478 13,250
Research and development ............ccooeeeienincnenene 9,593 9,658 8,690 7,784
Loss from operations (1) ......cccoeeereererieeneneeseeseeeens (11,734) (18,345) (16,849) (5,495)
Other income (expense), NEL .......ccooeverereereneseeneene (29 900 172 192
Loss before income taxes..........ooeveeeerenencseeeeene (11,763) (17,445) (16,677) (5,303)
(Provision) benefit for incometaxes (2) .......ccccveveee. (150) (58) (38,814) 1,803
NELIOSS....coviiiricie e $(11,913) $(17,503) $(55,491) $ (3,500)
Basic net lossper share.........ccccevvevcecececeeecee $ (0.53) $ (0.78) $ (2.50) $ (0.16)
Diluted net loss per share...........ccccovvveveeeeevesicesnee, $ (0.53) $ (0.78) $ (2.50) $ (0.16)
As aPercentage of Net Sales

NEL SAIES....c.eveeieeteee e 100.0% 100.0% 100.0% 100.0%
Cost of goods SOl .....c.cevveeeerireiceeere e 81.6 86.3 87.0 75.2
LCTg0ISc] 107 (o1 o I 184 13.7 13.0 24.8
Selling, general and administrative...........ccccvevevenenne 22.1 30.1 29.8 21.2
Research and development ..........ccccoevveveecereneseene. 16.3 18.2 17.9 124
Loss from operations(1).......ccceeevereenereseereereesesennnes (20.0) (34.6) (34.7) (8.8)
Other income (eXpense), NEL.......ccccceverererieeeereeiene (0.1 1.7 0.3 0.3
Loss before income taxes.........ccoccveverereeieeiese e, (20.1) (329 (34.4) (8.5)

(Provision) benefit for income taxes (2) .......cccceveeeee. (0.2 (0.1) (80.0) 2.9
NEEIOSS ...ttt (20.3)% (33.00% (114.9% (5.6)%

(1) Inthe quarter ended October 2, 1999, the Company recorded restructuring charges of
$2,446,000 related to the consolidation of its operating structure. See Note 11 of Notes to

Consolidated Financial Statements for the three years ended December 30, 2000.

(2) Inthe quarter ended July 3, 1999, the Company recorded a full valuation allowance on all
existing deferred tax assets. See Note 6 of Notes to Consolidated Financial Statements for the

three years ended December 30, 2000.
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Our revenue has fluctuated between $48.5 million and $62.7 million per quarter over the last
nine quarters. Generally, our revenue is impacted by OEM demand, and end-user demand fulfilled
through our reseller customers. The first quarter of 1999 and the fourth quarter of 1999 were positively
impacted by strong media sales. In the first quarter of 1999, this was the result of fulfilling media
backlog once media supply constraints from our media vendors ended. The fourth quarter of 1999 was
positively impacted by higher than anticipated sales of media by our customers in connection with the
Y ear 2000 problem. Over the last eight quarters, sales of tape drive products have decreased as a
percentage of total sales and sales of library products have increased. In addition, OEM sales have
decreased as a percentage of total sales over the last eight quarters, and reseller sales have increased.

Gross margins as a percentage of revenue have varied from quarter to quarter due to
fluctuations in some or all of the following:

- total revenue

product mix

our products’ life cycle status; and

our ability to absorb our relatively fixed manufacturing costs over varying revenue levels

Gross margins in the second and third quarters of 1999 were impacted by a higher fixed manufacturing
cost structure which, in part, resulted in a reduction in workforce at the end of the third quarter of
1999. The third quarter of 2000 was negatively impacted by the costs associated with our decision to
phase out production at our EMG subsidiary. Our gross margins throughout 2000 have benefited from
the introduction of our M20 tape drive and tape libraries which incorporate this drive.

Selling, general and administrative expenses include salaries, sales commissions, advertising
expenses and marketing programs. The second and third quarters of 1999 were impacted by increased
marketing expenditures directed at generating demand for the M20 tape drive, which was introduced in
December 1999. The third quarter of 1999 was also impacted by severance costs of approximately $1.5
million related to a workforce reduction. The fourth quarter of 2000 was negatively impacted by higher
sales commissions and marketing programs directed at the introduction of several new tape library
products.

Research and development expenses include salaries, third party development costs and
prototype expenses. From the second quarter of 1999 through the third quarter of 2000, we incurred
approximately $1.0 million per quarter in development and prototype expenses in connection with our
decision to jointly develop future generations of MammothTapell products with Hitachi. In addition,
we incurred restructuring charges of $1.2 million in the third quarter of 2000 in connection with our
decision to phase out development of future drive components at our EM G subsidiary.

Other income (expense), net consists primarily of interest income and expense, foreign
currency remeasurement and transaction gains and losses and other miscellaneous items. Interest
income decreased as a result of declining invested cash balances.

During the second quarter of 1999, we recorded income tax expense of $38.6 million in order to

reserve 100% of total gross deferred tax assets as we concluded that it was more likely than not that the
deferred tax assets would not be realized.
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QUANTITATIVE AND QUALI TATIVE DISCLOSURES ABOUT MARKET RISK

In the ordinary course of our operations, we are exposed to certain market risks, primarily
changes in foreign currency exchange rates and interest rates. Uncertainties that are either nonfinancial
or nonquantifiable, such as political, economic, tax, other regulatory or credit risks are not included in
the following assessment of our market risks. Our exposure to fluctuationsin the dollar/yen
exchange rate is expected to increase as a result of outsourcing certain manufacturing to Hitachi.
Our borrowings under our line of credit agreement expose us to changes in interest rates.

Foreign Currency Exchange Rates

We have foreign subsidiaries whose operations expose us to foreign currency exchange rate
changes (See Note 1 of Notes to Consolidated Financial Statements for the three years ended
December 30, 2000). Changesin foreign currency exchange rates could impact remeasur ement of
our foreign denominated assets and liabilitiesinto U.S. dollars and our future earnings and cash
flows from transactions denominated in different currencies. At December 30, 2000, 5.3% of our
total assets were denominated in foreign currencies. During 2000, 0.7% of revenue and 11.1% of
operating expenses were denominated in foreign currencies. Our exposure to currency exchange rate
changes is diversified due to the number of different countries in which we conduct business. We have
subsidiaries in Germany, The Netherlands, Japan, Singapore and Canada whose books of record are
maintained in their local currency. Foreign currency gains and losses will continue to result from
fluctuationsin the exchange rates of these subsidiaries’ operations compared to the U.S. dollar
thereby impacting future operating results.

We purchase certain inventory components and services, denominated in yen, from Japanese
manufacturers. We settle such payments at the prevailing spot rate. We prepared sensitivity analyses
of our exposures from foreign assets as of December 30, 2000, and of exposure from anticipated
foreign revenue, and operating expenses in 2001 using historical data and anticipated future activity to
assess the impact of hypothetical changes in foreign currency exchange rates. Based upon the results
of these analyses, we estimate that a hypothetical 10% unfavorable changein foreign currency
exchange rates from the 2000 year end rates could have a $550,000 impact on net assets, a
$160,000 impact on net sales and a $1.0 million impact on operating expenses. Theserisksare
materially similar to therisks presented in the prior year, and could have a material effect on our
results of operations, cash flows or financial condition for the next year.
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We have also prepared sensitivity analyses of our exposure related to yen denominated
purchases. Using a hypothetical 10% unfavorable changein the dollar/yen exchange rate from the
year end rate, and projected 2001 purchases denominated in yen, we estimate a potential $2.9
million impact on 2001 purchases. The impact could affect a combination of net income and
inventory, and could have a material effect on our results of operations, cash flows or financial
condition for the next year.

Interest Rates

At December 30, 2000, we had $12.3 million outstanding against our line of credit. We pay
interest on this line of credit at the lower of the bank's prime rate +1% or "LIBOR" + 3%. Asaresult,
fluctuationsin interest rates could impact our interest expense related to thisline of credit. In
2000, our interest rate exposure was related to interest income on our investments and cash equivalents,
which included held-to-maturity debt securities with maturity dates of ten months or less.

We prepared sensitivity analyses of our exposure to interest rate fluctuations to assess the
impact of a hypothetical change in interest rates. Based on the results of these analyses, we estimate
that a hypothetical 10% unfavorable changein interest rates from the 2000 year end rates could
have a $250,000 impact on results of operations. Thisrisk is materially similar to the interest risk
presented in the prior year, and could have a material effect on our results of operations, cash
flows or financial condition for the next year.
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INFORMATION REGARDING OUR BUSINESS

DESCRIPTION OF EXABYTE

Exabyte Corporation designs, manufactures and markets a full range of 8mm and
MammothTape™ tape drives and automated tape libraries as well as DLTtape™, LTO™ Ultrium™ and
AIT automated tape libraries. We also provide our own brand of recording media and provide
worldwide service and customer support to our customers and end users. We were incorporated in June
1985 under the laws of the State of Delaware.

We focus on the information storage and retrieval tape drive and library market for
workstations, midrange computer systems and networks, primarily for data backup and archival
applications. Computer manufacturers and resellers require a variety of storage products which vary in
price, performance, capacity and form-factor characteristics as their needs for data backup and archival
storage increase. Additionally, end users require reliable data backup and archival applications. We
currently attempt to offer a number of products to address a broad range of these requirements.

Historically, we focused our business on our tape drive products. During 2000, the sale of
automated tape libraries became an increasingly significant portion of our business. As a result, our
growth strategy is currently focused upon our becoming a more significant participant in the growing
tape library market. We believe that our future success is dependent upon our ability to successfully
develop and sell library products, that incorporate not only our own tape drives but also tape drives
supplied by others.

Information regarding the forward-looking statements contained in this filing.

In addition to the historical information contained in this document, the following discussion
contains forward-looking statements that involve future risks and uncertainties. We may achieve
different results than those anticipated in these forward-looking statements. The actual results that we
achieve may differ materially from any forward-looking statements due to such risks and uncertainties.
Words such as "believes," "anticipates," "expects," "intends," "plans" and similar expressions are
intended to identify forward-looking statements, but are not the exclusive means of identifying such
statements. We undertake no obligation to revise any forward-looking statements in order to reflect
events or circumstances that may arise after the date of this report. Factors that could cause or
contribute to such differences include, but are not limited to, those discussed in the section entitled

"Risk Factors" above.

RECENT DEVELOPMENTS

Due to ongoing operating losses and resulting liquidity restraints, we are currently reassessing
our business and investigating various strategic alternatives that would result in increased liquidity.
These alternatives may include one or more of the following:

sale of all or part of our operating and off-balance sheet assets;

restructuring of current operations;

additional equity infusions; or

strategic alliance, acquisition or merger.

We have engaged an investment banker to assist in this process and will continue to explore
these and other options that would provide additional capital for our objectives and operating needs.
Should we be unsuccessful in achieving one or more of these actions, it is possible that we may be
unable to achieve our currently contemplated business objectives or establish enough funds to support
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our operations, which could effect our ability to continue as a going concern. Also, as aresult, the
report of our independent accountants on our consolidated financial statements contains an explanatory
paragraph related to this matter. See "Risk Factors - 2. We Need Additional Funding to Support Our
Operations. Our Inability to Obtain Additional Funding May Harm Our Ability to Continue as a Going
Concern”

As of June 12, 2001, we are engaged in discussions with at least one party regarding a potential
business combination. We have also engaged in discussions with existing strategic partners about
potential equity investments. However, we have no firm commitments with respect to any of these
potential transactions, and we cannot assure that any of them will be consummated. If an equity
financing in consummated, it may be on terms unfavorable to us, and any single equity financing may
be insufficient to support our operations.

On April 12, 2001, we entered into an agreement with a private investor whereby we agreed to
issue 1,500,000 shares of Series G preferred stock to the investor for total proceeds of $3,000,000.
Dividends on the Series G preferred stock accrue at a rate of 9% per annum and are compounded if not
paid. The dividends must be paid in cash, except that they may be paid in shares of common stock, at a
price of $2.00 per share, if we are prohibited from paying cash dividends under any agreement in place
as of April 16, 2001. Our bank line of credit agreement with Congress Financial Corporation currently
prohibits the payment of cash dividends. Series G preferred stock also participates in any dividends on
the common stock, when and if declared, on an as-converted basis. The terms of the Series G share
purchase agreement prohibit us, except for certain permitted issuances, from selling common stock, or
securities convertible or exercisable into common stock during the period ended June 15, 2001 for a
price per share, or having an exercise or conversion price per share, of less than $2.40. In that case, we
are required to pay an amount in cash equal to the difference between the sale price and $2.40
multiplied by the number of shares of common stock into which the Series G preferred stock is then
convertible. See “Description of Capital Stock” and Note 14 of Notes to Consolidated Financial
Statements for the three years ended December 30, 2000.

INFORMATION REGARDING OUR PRODUCTS AND SERVICES

We market our products exclusively through resellers and OEM partners around the world. Our
products address the need for reliable, high-performance data storage in the fastest growing segments
of the computer industry — NT, UNIX and Linux application and database servers.

We concentrate on the midrange application and database server market, manufacturing tape
backup and network storage solutions for small, medium and large businesses. We provide cost-
effective solutions incorporating a range of technologies, including MammothTape™, 8mm,
DLTtape™, AIT and LTO™ Ultrium™.,

Throughout the past decade, our products have found widespread use in attended and
unattended network backup, automated storage management, near-online storage, archiving, data
collection, software distribution and interchange.

We cannot assure that any of the current or announced products or services listed below will be
successfully developed, made commercially available on atimely basis or achieve market acceptance.
We encounter a number of risks in producing and selling our products and services. See Risk Factor
sections 3.3, 3.4, 3.5, 3.6 and 3.15 above.

Automated Tape Library Products

General information regarding our tape drive libraries.

We design, develop, manufacture, sell and support automated data storage libraries. These
libraries incorporate one or more tape drives and multiple media cartridges to provide much higher data
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capacities than using a single drive and, with more than one drive, higher data transfer rates. For
example, we offer one library that holds up to ten of our tape drives and two hundred media cartridges,
which offers a compressed transfer rate of 1 terabyte per hour and a compressed data capacity of 30
terabytes.

We began the library part of our business in the early 1990's when we introduced library
products incorporating our own tape drives. We later produced libraries incorporating competitors'
tape drives, primarily Quantum's DLT tape drives. We now offer library products also incorporating
DLTtape™, LTOO Ultrium™ and AIT tape drives. See Risk Factor section 3.1.

We believe that one of our competitive advantages lies with the physical dimensions of our tape
drives and media cartridges. They are smaller than some of our competitors' drives. This smaller size
means we can place more drives and media cartridges in the same library size. For example, the same
library described above which holds ten of our drives and two hundred media cartridges is al so offered
in a DLTtape™ version, which holds only six DLTtape™ drives and ninety media cartridges.

We are engaging a third party manufacturer, Singapore Shinei Sangyo Corporation, Shinei
Sangyo, to manufacture part or all of our library products. There are risks associated with outsourcing
the development and manufacture of products or components. See Risk Factor Sections 3.13, 3.16,
3.17, 3.18 and 3.32 above.

Automated library specifications

We engineer our libraries to work with multiple tape drive technologies. This flexibility allows
us to quickly address changing market conditions and respond to requests from our customers for
automation solutions involving different tape technologies. The current Exabyte library family includes
MammothTape™, DLTtape™, LTO™ Ultrium™ and AIT technologies.

We design our libraries to be scalable, allowing us to develop different sized libraries based on
the same model, with room inside each box for expansion. This capability enables our designs to
accommodate increases in customers' data storage needs and allows our end users to protect their
library investment.

We engineer our library products to satisfy the reliability, service-ability and management
requirements of storage networking. They combine the reliability of Exabyte robotics with features
such as optional Ethernet ports, hot-pluggable tape drive carriers designed to be serviced during library
operation, optional bar code scanners and removable magazines.

Sales of library products, including end-of-life, represented the following percentages of net
revenues, excluding sales allowances:

Year % of Revenue
2000 33%
1999 21%
1998 20%

All data capacities and transfer rates indicated for the products listed below are compressed and
assume a compression ratio of two-to-one unless stated otherwise. Actual compression will vary
depending on the nature of the data and the drive and media quality.

The following table sets forth specific information about our automated tape library products.

Capacity and transfer rates reported assume each library is running at full capacity, asindicated in the
column heading, "Full Capacity."
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MammothTape™ Libraries:

Library Full Capacity Capacity* Transfer Rate*
X200 10 M2™ drives and 200 media cartridges 30TB 1TB/hour
X80 8 M2™ drives and 80 media cartridges 12TB 864GB/hour
430M 4 M2™ drives and 30 media cartridges 4TB 432GB/hour
215M 2 M2™ drives and 15 media cartridges 2TB 216GB/hour
EZ17 1 M2™ drive and 7 media cartridges 1TB 108GB/hour

DLTtape™ Libraries:

Library Full Capacity Capacity* Transfer Rate*
690D 6 DLT7000 drives and 90 media cartridges 6TB 216GB/hour
230D 2 DLT7000 drives and 30 media cartridges 2TB 72GB/hour
17D 1 DLT7000 drive and 7 media cartridges 490GB 36GB/hour

LTO™ Ultrium™ Libraries:

Library Full Capacity Capacity* Transfer Rate*

110L 1 drive and 10 media cartridges 2.5TB 144GB/hour

*Data capacities and transfer rates for M2™ assume a compression ratio of two-and-a-half-to-
one, while data capacity and transfer rate compression for the other technol ogies assume compression
ratios consistent with those technologies. All data capacities and transfer rates are subject to change.

Important Library Features

NetStorM ™, our network storage management initiative provides reliable, high-performance
data solutions for our library products. Our library monitor provides Fibre Channel connectivity and
Internet-enabled, Java-based out-of-band device management. The library monitor offers certified
interoperability and end-to-end storage management capabilities, relying on compatibility with leading
Internet and storage service providers including CreekPath Systems, Inc., Computer Associates,
Veritas, and Hewlett-Packard to deliver management functions.

Tape Drive Products

General information regarding our tape drives.

We originally focused our business on producing tape drives to back up or archive computer
data. Our tape drives were modified versions of the video camcorder mechanisms produced by Sony
Corporation. We produced the electronics that allowed these devices to store data rather than video
pictures. Our manufacturing process was simple. We would install our electronic boards into the
modified consumer tape decks and test the product. We succeeded because we modified and enhanced
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a mass-produced video deck and engaged in little manufacturing. This allowed us to produce a lower-
cost product with ten times more data capacity than any other data storage technology available at that
time.

In the early 1990's, we determined that our market required a more rugged deck mechanism that
was designed for heavy commercial use rather than occasional consumer use. As aresult, we began
designing our own tape deck mechanism, anticipating that we would manufacture the mechanism
ourselves. We offered this drive (called Mammoth) for sale in 1995. We invested heavily in designing,
developing and manufacturing the drives. This investment included acquiring our German subsidiary,
Exabyte Magnetics GmbH, EMG, to supply a key component of our product. During this time we
became much more vertically integrated and developed a more expensive infrastructure.

During this research and development stage, our business was hurt by two factors: Quantum
Corporation's competitive technological developments and a late introduction of our Mammoth tape
drive. Quantum introduced a competitive tape drive using different tape technology, referred to as
DLT. The DLT tape drive provided data capacities and data transfer rates that exceeded those of our
original tape drive products. We also introduced our Mammoth tape drive in late 1995, over a year
later than our anticipated introduction. At the time of introduction, Mammoth was only marginally
competitive against the DLT products. As aresult, we lost a significant amount of market share and
felt significant pricing pressure at the same time as we funded our manufacturing and other
infrastructures. This combination of decreasing revenues and increasing fixed costs resulted in
significant operating losses.

Despite the competitive factors faced by our original Mammoth tape drive, we continued in the
tape drive business believing that our Mammoth technology represented an entire platform of products,
called MammothTape™, rather than a single product. We began developing the first follow-on product
for the MammothTape™ platform. This product, known as M2™, was introduced in late 1999. See
Risk Factor sections 3.3, 3.5 and 3.6 above.

In an effort to reduce our fixed operating costs we have engaged third party partners to assist us
in designing, developing and manufacturing some of our products. The most significant partner is
Hitachi Digital Media Products Division of Hitachi, Ltd. Our history with Hitachi goes back many
years. They have supplied us with the drive mechanism for our Eliant™820 tape drive since 1996.
More recently we engaged Hitachi to jointly develop our M3™ tape drive, the follow-on product to our
M2™ tape drive. Hitachi is also beginning to manufacture our current tape drives and some of the
components, such as the scanner mechanism for our M2™ drive. Previously, EMG exclusively
produced the scanner for us, but we are phasing out that operation because of Hitachi's new scanner
supplier role. We further expect that Hitachi will jointly develop and manufacture most, if not all, of
our future tape drive products. There are many risks associated with outsourcing the development and
manufacture of products or product components. Many of these risks are highlighted in the Risk Factor
sections 3.13, 3.16, 3.17, 3.18 and 3.32 above.

Tape drive specifications

The primary factors distinguishing our tape drive products from one another are data capacity
and transfer rate. Data capacity refers to the total amount of data that can be stored on a single media
cartridge. Transfer rate refers to the speed at which data may be transferred to or from the tape drive.

Our tape drives offer data capacities ranging from 14GB to 150GB and transfer rates ranging
from 2MB per second to 30MB per second. All data capacities and transfer rates indicated for the
products listed below are compressed and assume a compression ratio of two-to-one unless stated
otherwise. Actual compression will vary depending on the nature of the data and the drive and media
quality.
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Sales of tape drive products, including end-of-life, represented the following percentages of net
revenue, excluding sales allowances:

Y ear % of Revenue
2000 38%
1999 45%
1998 54%

The following table sets forth specific information about each of our tape drives:

Drive Capacity* Transfer Rate*
MammothTape™Technology:

mM2™ 150GB 30MB/sec
Mammoth 40GB 6MB/sec
Mammoth-LT 28GB 4MB/sec

8mm Technology:
Eliant™820 14GB 2MB/sec

*Data capacities and transfer rates for the Mammoth, Mammoth-LT and Eliantd 820 tape drives

assume a compression ratio of two-to-one, while M2[0 assumes a compression ratio of two-and-a-half-
to-one.

Future Tape Drive Products

Mammoth-3

We are currently developing our Mammoth-3 ("M3™") tape drive in conjunction with Hitachi.
We anticipate that this drive will feature a compressed data capacity of approximately 250GB and a
compressed transfer rate of 45MB per second (assuming a compression ratio of two-and-a-half-to-one,
although actual compression may vary depending on the nature of the data and the drive and media
quality). M3™ is designed to be backward compatible with the Mammoth-Tape™ product line. See
Risk Factor Section 3.6 above. Worldwide shipment of M3™ to customers is expected to begin at the
end of 2001.

We cannot assure that this or any other announced product or unannounced product in
development will be successfully developed, made commercially available on a timely basis or achieve
market acceptance. See Risk Factor sections 3.9, 3.10, and 3.11 above.

Media Products
We provide various types of media cartridges, as well as cleaning cartridges and data cartridge
holders, for our tape drive products. The high-quality media, produced by multiple third parties, is

available in different lengths to handle various data storage requirements.

Sales of media and media related products represented the following percentages of net
revenue, excluding sales allowances:

Y ear % of Revenue
2000 25%
1999 30%
1998 23%
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To the extent our media sales decline and are not replaced with additional revenue from our
other products or services, our financial results, including our gross margin and revenues, may be
adversely affected.

We depend on a continuous supply of Advanced Metal Evaporative ("AME") mediain order to
grow sales of our current and future MammothTape™ drives. There are several risks associated with
dependence on this type of media, including having to delay or cancel product shipments if the mediais
not received on atimely basis or at an acceptable quality level. See Risk Factor sections 3.2 and 3.4
above.

AME with SmartClean™

AME media with SmartClean™ technology is only available for use with M2™ tape drives and
includes a section of cleaning tape at the beginning of each data cartridge. We specifically designed
this cleaning tape to remove chemical films that can build up on recording heads. These films are
caused by organic compounds and cannot be removed by other cleaning methods. The M2™ drive keeps
statistics on its own operation and activates the SmartClean™ technology only when the drive needs
cleaning. With normal use, extra cleaning cartridges are not needed.

AME Media

Formulated specifically for our MammothTape™ tape drives, AME tape offers expanded
recording capacity and low abrasivity, which reduces mechanical wear. AME magnetic material is
vertically aligned. This unique orientation and the absence of binder components on the media gives
AME higher capacity and superior signal strength. AME's specially formulated backcoating
dramatically reduces the buildup of static electricity and debris, greatly reducing the chance of
read/write errors.

MP Media

Exatape 8mm data-grade metal particle, or MP, media is designed to optimize drive
performance and increases data integrity. Exatape is laboratory certified and is the only media
recommended for use in Exabyte Eliant™820 tape drives and libraries.

Service, Spares and Support Offerings

We offer a full range of warranty and post-warranty support services for our library, tape drive,
and media products. We deliver these services through a worldwide network of service centers and
authorized service providers and support our OEM and reseller customers, as well as end users, in the
deployment, operation and maintenance of our products. We also sell spare partsto OEMs and end
USsers.

Revenue from services, spares and support programs represented the following percentages of
net revenue:

Y ear % of Revenue
2000 7%
1999 7%
1998 7%
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CreekPath Systems, Inc.

In December 1999, we formed a wholly-owned subsidiary, CreekPath Systems, Inc. to leverage
our investments and expertise in SANs, Fibre Channel and Java-based software for storage resource
management. CreekPath's operations throughout 2000 were limited to development of a business plan,
obtaining third-party funding and development of products and services designed to create a data
storage business to serve the needs of third-party internet companies. |n December 2000 and January
2001, CreekPath completed a $17 million convertible preferred stock financing. As aresult of that
financing, we will no longer consolidate its financial results into our financial statements. See Note 13
of Notes to Consolidated Financial Statements for the three years ended December 30, 2000. In
addition, we maintain a representative on CreekPath's board of directors. Please refer to "Risk Factors
— We may lose our entire investment in CreekPath" below for a discussion of certain risks associated
with our investment in CreekPath.

INFORMATION REGARDING OUR CUSTOMERSAND HOW WE MARKET OUR PRODUCTS

We market our products worldwide through OEMs and resellers, and provide services directly
to OEMs and to our reseller customers' consumers. We usually sell our new products initially to
resellers who are quicker to evaluate, integrate, and adopt new technology. OEM sales generally
increase (relative to reseller sales) as the new product successfully completes the necessary
qgualification process. For a description of the risks associated with our customers and customer
dependence, see Risk Factor sections 3.5, 3.8, 3.12, 3.18 and 3.20 above.
OEM Customers

OEM customers incorporate our products as part of their own systems, which they then sell to
their customers under their own brand name. We work closely with our OEM customers during early
product development stages to help ensure our products will readily integrate into the OEM's systems.

The sales cycle for an OEM typically covers many months. During this time, the OEM may:

- evaluate the technology;

- qualify the product specifications;

- verify our compliance with product specifications;

- integrate the product into its system; and

- publicly announce the integration. This step typically occurs toward the end of the sales
cycle before volume shipments of our products are made to the OEM.

Product sales to OEMs represented the following percentages of net revenue:

Year % of Revenue
2000 28%
1999 38%
1998 46%
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Reseller Customers

Our reseller channel customers purchase products for resale and they may provide services to
their customers, such as:

distribution;

financial terms and conditions;

- pre-sales, sales and/or post-sales system upgrades; or

other value-added products and/or services.

Even though we have no obligation, we support some reseller channel customers by providing
marketing and technical support directly to them or their consumers. As aresult, we may incur certain
additional costs for these sales. Other costs and risks associated with our reseller channel customers
may include:

inventory price protections;

stock rotation obligations;
- short term marketing promotions; and

- customer and consumer rebates.

The reseller business is also characterized by relatively short order lead times which limit our
ability to forecast sales to these customers. See Risk Factor section 3.20 above.

Sales to resellers represented the following percentages of net revenue:

Y ear % of Revenue
2000 67%
1999 58%
1998 50%

International Customers

We market our products overseas directly to international OEMs and resellers. We also serve
OEMs and end users through our international resellers. International resellers, which have rights to
sell our products in a country or group of countries, serve each of our international markets. In
addition, many of our domestic customers ship a significant portion of our products to their overseas
customers.

Direct international sales accounted for the following percentages of net revenue:

Y ear % of Revenue
2000 29%
1999 34%
1998 30%
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(See Note 9 of Notes to Consolidated Financial Statements for the three years ended December
30, 2000.)

Currently, a very small percentage of our international sales are denominated in foreign
currencies and are affected by foreign exchange rate fluctuations. In addition, changes in the foreign
exchange rates or the euro conversion may adversely affect the volume of sales denominated in U.S.
dollars to overseas customers. Our sales are also subject to risks common to export activities, including
government regulation or seizure of property, tariffs, and import restrictions. For a description of these
and other risks associated with international sales, see Risk Factor section 3.33 above.

Principal Customers

A partial list of our OEM and reseller customers includes Arrow North American Computer
Products, Bull S.A., Fujitsu Siemens Computers, IBM, Ingram Micro, NCR, Sun Microsystems and
Tech Data. We have several customers whose sales account for 10% or more of our net revenue. The
chart below sets forth the percentages of sales for customers that exceeded 10% of annual sales over the
past three years:

2000 1999 1998
Ingram Micro........c.eu..... 19% 14% 13%
TechData......coccovveveeernee 13% 9% 7%
1] 11% 15% 15%
Sun Microsystems............ 8% 11% 11%

Losing a key customer, or areduction in sales to a key customer would materially and
adversely effect our results of operations. For a description of these and other risks associated with our
customers and customer dependence. See Risk Factor section 3.20 above.

INFORMATION REGARDING OUR COMPETITION

The data storage market is extremely competitive and subject to rapid technological change.
We believe that competition in the data storage market will continue to increase, particularly because
manufacturers of all types of storage technologies compete for a limited number of customers. We also
believe that our customers consider the following main competitive factors:

storage capacity;

data transfer rate;

- price/performance;

- innovation;

- product quality and reliability;

- timing of new product introductions;
- volume availability;

- customer support; and

- the company's financial strength.
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Many companies engage in researching, developing and commercially-organizing data storage
products (including computer manufacturers, such as IBM and Hewl ett-Packard, which incorporate
their own storage products into their systems). Many of our current and potential competitors have
significantly greater financial, technical, and marketing resources than us. We cannot assure that they
will not devote those resources to the aggressive marketing of helical scan, mini cartridge, half-inch
cartridge, optical or other storage product technologies. Future developments of tape and optical
technologies, as well as new forms of storage technologies, could create additional, significant
competition. Other risks include loss of market share, timing to market, price erosion and pricing
pressure. For a description of these and other risks associated with our competition, see Risk Factor
sections 3.9, 3.10, 3.12, 3.14 and 3.19, above.

Our library products face competition from companies such as Advanced Digital Information
Corporation ("ADIC"), Quantum Corporation/ATL, Overland Data, and Qual Star. Further, our M2™
tape drive faces significant competition from current and announced tape drive products manufactured
by Quantum, Sony and the LTO™ Consortium.

There are several companies which offer competitive media products. Our service programs
compete with those offered by independent service providers.

INFORMATION REGARDING OUR MANUFACTURING PROCESSES AND PARTNERS

As stated above, we are currently attempting to outsource much of our manufacturing process.
However, until our outsourcing efforts are complete, we continue to manufacture part or complete units
of our tape drive and library products in our Boulder, Colorado headquarters. We currently employ just-
in-time manufacturing techniques emphasizing flexibility and continuous product flow. These
techniques depend on uninterrupted access to high-quality, competitively priced componentsin
required volumes.

We manufacture a mechanical deck mechanism for our MammothTape™ tape drive products.
Production of these deck assemblies requires a more complex manufacturing process than we had
previously undertaken. Difficulties in manufacturing this deck assembly caused production constraints
in the past. There can be no assurance that such problems will not occur again in the future. For a
description of the risks associated with the production of our MammothTape™ product line, see Risk
Factors 3.3, 3.5, 3.6, 3.13 and 3.15 above.

Sole-source Suppliers

We have a large number of sole-source suppliers of components necessary for manufacturing
our products. We have executed master purchase agreements with some of our sole-source suppliers
and conduct business with the rest of our suppliers on a purchase order basis. Reliance on sole-source
suppliers can result in possible shortages of key components and reduced control over delivery
schedules, manufacturing yields, quality and costs. Any inability of our sole source suppliers to meet
our supply requirements, would effect our ability to fill orders and would harm our results of
operations. See Risk Factors sections 3.15, 3.16, 3.18 above.

Further, we obtain many components from suppliers located outside the U.S. See Risk Factor
section 3.32 above. We obtain key materials and components necessary for manufacturing our products
from a number of third-party suppliers, including Hitachi. Many of these key components are made to
our specifications and are acquired from sole sources. See Risk Factor sections 3.15, 3.16 and 3.18
above.

The following table identifies some of the key components for our products and the sole-source
supplier supplying the components:
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Component Supplier(s)

8mm tape decks.........coeeeiiiiennn. Hitachi
Reel MOotor........coevvieiiiiiiieeenn Kumagaya
Cartridge Loader ..............c..cc..... Y ano
Misc. Deck Components............. Kenseisha

For a description of the risks associated with manufacturing, see Risk Factor sections 3.3, 3.13
and 3.17 above. For a description of these and other risks associated with our suppliers, see Risk Factor
sections 3.4, 3.15, 3.16, 3.18 and 3.32 above.

Hitachi

We recently entered into a joint development agreement with Hitachi for the development of
our future M3™ tape drive. The development and introduction of M3™ depends heavily upon the
success of this joint development relationship. In 1999 we entered into a joint development agreement
with Hitachi for the development of a scanner for our M2™ tape drive.

Both agreements provide that we will retain ownership rights to any jointly developed product
under the agreements. However, the agreements further provide that Hitachi would have the right to
license the technology, royalty-free, from us for any non-data storage purpose. Additionally, both
agreements provide that either part may terminate the agreement for any reason upon written notice.

We cannot assure that the joint development agreements will be successful or that any
component developed under these agreements will meet our specifications or be developed at a cost
acceptable to us. This may cause the production of our tape drives to be significantly delayed or even
terminated, which would materially and adversely harm our competitive position and our results of
operations. See Risk Factor sections 3.4, 3.13, 3.15, 3.16, 3.18 and 3.32 above.

Hitachi also supplies the tape deck components for our Eliant™820 tape drives under an
agreement entered into in 1996. This agreement will expire on December 11, 2001. While the purchase
agreement contains certain restrictions regarding Hitachi's ability to sell these tape decks or customized
parts to third parties, such limitations do not prevent Hitachi from individually developing and selling
similar components to third parties or incorporating such components into its own competitive
products.

We cannot assure that Hitachi will continue to supply decks or other components, or that they
will continue to be available at current supply levels or prices. Our inability to obtain decks or
components at a commercially reasonable cost would cause a significant delay or even termination of
the production of some of our tape drive products, and would materially and adversely harm our
competitive position and our results of operations.

For a description of these and other risks associated with Hitachi or our other suppliers, see
Risk Factor sections 3.4, 3.13, 3.15, 3.16, 3.18 and 3.32 above.

INFORMATION REGARDING OUR RESEARCH AND DEVELOPMENT EFFORTS

The tape storage market is highly competitive and subject to rapid technological changes. We
currently expect competition to increase. We focus our research and development efforts primarily on
developing new products with improved price performance and enhancing our current products. We
experience numerous risks associated with our research and development efforts. Our research and
development expenses were approximately $36.5 million, $35.7 million, and $29.9 million in 2000,
1999 and 1998, respectively.
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INFORMATION REGARDING OUR PATENTS AND PROPRIETARY INFORMATION

We rely on a combination of patents, copyright and trade secret protections, non-disclosure
agreements, and licensing arrangements to establish and protect our proprietary rights. As of March 1,
2001, we held a total of 76 patents in the United States, of which, 5 were issued in 2000, all relating to
technologies and other aspects of our tape drive and automated tape library products. However, we
believe that, because of the rapid pace of technological change in the tape storage industry, factors such
as knowledge, ability and experience of our employees, new product introductions and frequent product
enhancements are often more significant than patent and trade secret protection.

We license our technology to third party manufacturers to allow them to manufacture our
products. Additionally, we have granted manufacturing licenses to certain customers which allow them
to manufacture and sell our products should specific events occur, such as our inability to perform our
supply obligations. We also enter into joint development agreements with third parties for the
development of product components. Under these agreements, the third parties generally have joint
ownership of certain technologies related to the component being developed. The dissolution of these
agreements could result in significant costs and other risks to us. See Risk Factors section 3.17 above.

There are a number of risks associated with our proprietary rights. For a description of these
risks, see Risk Factor sections 3.30 above.

INFORMATION REGARDING THE STATUS OF OUR BACKLOG

Backlog consists of purchase orders for which a delivery schedule within six months has been
specified by the customer. Our total backlog as of December 30, 2000 and January 1, 2000 totaled
approximately $11.8 million and $15.5 million, respectively. Our customers typically are not obligated
to purchase minimum quantities of our products. Lead times for the release of purchase orders depend
upon the scheduling practices of each customer. We believe that, based upon past order histories, the
rate of new orders will vary significantly from month to month. Customers may cancel or reschedule
orders without significant penalty. In addition, our actual shipments depend upon our production
capacity and component availability. For these reasons, our backlog as of any particular date may not
be indicative of our actual sales for any succeeding fiscal period.

For a description of these and other risks associated with our backlog management, see Risk
Factor sections 3.7, 3.8 and 3.11 above.

INFORMATION REGARDING FOREIGN EXCHANGE AND IMPORT RESTRICTIONS

We manufacture, or may in the future manufacture, many of our key components and products
overseas in countries such as Japan, Germany, China, Singapore, Indonesia and Malaysia.
Additionally, a substantial portion of our products incorporate subassemblies and components
purchased from Japanese or other overseas suppliersin yen or another foreign currency. Fluctuationsin
currency exchange rates may materially affect our results of operations. See Risk Factor sections 3.32
and 3.33 above.

Our international involvement is also subject to other risks common to foreign operations,
including government regulations, foreign exchange or import restrictions or tariffs imposed by the
U.S. Government on products or components shipped from another country. Additionally, the sale of
our products to domestic federal or state agencies may be limited by the Buy America Act or the Trade
Agreement Act to the extent that we incorporate components produced overseas into our products.

Our functional currency isthe U.S. dollar. Our subsidiaries located in The Netherlands,
Germany, Japan, Canada and Singapore operate under their respective local currencies (see Note 1 of
Notes to Consolidated Financial Statements for the three years ended December 30, 2000). As aresult,
any amounts payable to a subsidiary or owed by a subsidiary are subject to the foreign exchange rate
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applicable between the U.S. dollar and the local currency and could materially and adversely affect our
results of operations. In addition, our foreign operations are subject to the risks generally applicable to
the conduct of business in such countries. For a description of these and other risks associated with our
foreign involvement, see Risk Factor sections 3.17, 3.29, 3.32, 3.33, 3.34 and 3.35 above.

EMPLOYEES

As of March 29, 2001, we had 758 full-time and part-time employees worldwide, including:

Employees Department
85.. i, engineering
113, manufacturing
23 e, marketing
39, quality control
4 T general and administrative
29 i, information systems
40 ..o, services
17 s logistics
P (T technical support
43, sales
Germany, Japan and Scotland
156....ccccunnn... subsidiaries

Our employees are not represented by a labor union, although our German subsidiary is subject
to an organized Works Council.

We reduced our workforce in March 2001 in order to reduce expenses and cash consumption, as
well as to simplify our management structure. All areas of the Company were impacted by the
workforce reduction. These reductions resulted in the involuntary terminations of approximately 235
persons (211 domestically and 24 in Europe), comprised of regular fulltime employees and temporary
or contract workers. We cannot assure that we will not again reduce our workforce. There are factors
which could cause us to reduce our workforce again, including successfully outsourcing our
manufacturing processes. See Risk Factor section 3.13 above.

With a slight slowdown in the labor market, the extreme competition for key employeesis
somewhat lessened. However, our success depends to a significant extent upon our ability to attract,
retain and motivate key engineering, marketing, sales, manufacturing, support and executive personnel.
For a description of the risks associated with retaining key employees, see Risk Factor section 3.25
above.

PROPERTIES

Our corporate offices as well as our research and development, and manufacturing facilities are
located in Boulder, Colorado, in leased buildings aggregating approximately 358,898 square feet. The
lease terms on these facilities expire on various dates ranging from February 2002 to September 2004.
We believe that additional space will be available if needed for further expansion. The following chart
identifies the location and type of each Exabyte property:
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LOCATION

OFFICE TYPE DOMESTIC INTERNATIONAL
R&D & MfQ. cccveveeee, Boulder, CO Nuremberg, Germany (Mfg. only)
San Diego, CA Falkirk, Scotland (Mfg. only)
Procurement............cc....... Boulder, CO Tokyo, Japan
SEIVICE ..o Boulder, CO Falkirk, Scotland
Mississauga, Ontario, Canada
Artarmon, Australia
Singapore
Sales & Support............... Boulder, CO Utrecht, The Netherlands
Campbell, CA Mississauga, Ontario, Canada
Mission Vigjo, CA Paris, France
Atlanta, GA Gwynedd, United Kingdom
Oakbrook, 1L Frankfurt, Germany
Annapolis, MD Shanghai, China
Walpole, MA Beijing, China
St. Louis, MO Hong Kong, China
Houston, TX Singapore
Dallas, TX
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LEGAL PROCEEDINGS

We are subject to incidental litigation risksin the ordinary course of our business. We are not
currently the subject of any material pending legal proceeding.

On June 18, 1999, Ecrix Corporation filed a Complaint in the United States District Court for
the District of Colorado, seeking judgment declaring seven patents owned by us to be invalid or not
infringed by certain tape drive products manufactured by Ecrix. Although we engaged in settlement
discussions both before and after June 18, 1999, Ecrix rejected our settlement offers. Therefore on
October 7, 1999, we filed an Answer and Counterclaim asserting infringement by Ecrix of eight
patents. In response, Ecrix filed an Amended Complaint asserting additional antitrust claims under the
Sherman Act and Colorado Antitrust Act, as well as claims of patent misuse, estoppel, unfair
competition under Section 43(a) of the Lanham Act and common law, violation of Colorado Consumer
Protection Act, and tortious interference. In June, 2000, we entered into a settlement agreement and
both parties agreed to dismiss all claims. Ecrix reimbursed us for $450,000 of legal costsincurred. In
addition, they issued a $300,000 note payable to us and issued us 400,000 shares of Series D preferred
stock of Ecrix.
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DIRECTORS AND EXECUTIVE OFFICERS

The executive officers and directors of Exabyte and their ages as of March 26, 2001, are as follows:

William L. Marriner 48 Chairman of the Board
President and Chief Executive Officer

Stephen F. Smith 51 Vice President, Chief Financial Officer, Corporate Secretary and
Genera Counsel

Peter D. Behrendt 62 Director

A. Laurence Jones 48 Director

Stephen C. Johnson 58 Director

Ralph Z. Sorenson 67 Director

Thomas E. Pardun 57 Director

Mr. William L. Marriner, age 48, joined Exabyte in March 1987 as Vice President of finance and
administration and Chief Financial Officer. He was subsequently promoted to Senior Vice President in July 1991 and
Executive Vice President in December 1994 and continued to serve as Chief Financial Officer until December 1997. Mr.
Marriner was elected acting President and Chief Executive Officer in January 1997, President, Chief Executive Officer
and director in July 1997 and Chairman of the Board in January 1998. Prior to joining the Company, Mr. Marriner held
various positions at Storage Technology Corporation from 1978 to 1987, including Vice President of Pacific and Latin
American operations, manager of business planning and administration for international operations and Ass stant to the
President.

Mr. Stephen F. Smith, age 51, joined the Company in June 1989 as Exabyte’s General Counsel, and currently
holds this position. Mr. Smith was appointed Vice President and Chief Financial Officer in December 1997. Mr. Smith
has also served as Secretary since February 1995. Prior to joining Exabyte, Mr. Smith held various positions at Storage
Technology Corporation from 1977 to 1989, including General Counsel, Senior Counsel and Director of International
Financial Operations.

Mr. Peter D. Behrendt, age 62, joined Exabyte in July 1987 as President and director. Mr.
Behrendt was the Company’s Chairman of the Board from January 1992 until January 1998. He served as
President until January 1997, and Chief Executive Officer from July 1990 until January 1997. Prior to joining the
Company, Mr. Behrendt held various executive positions during 26 years with IBM, including director
of quality and product assurance for the information systems and communications group and product
manager of the electronic typewriter business. Mr. Behrendt was also responsible for product and
business planning for IBM’s tape and disk offerings. Mr. Behrendt currently serves as Chairman of
Troika Networks, a position he has held since September 2000. Troika Networks produces hardware
and software for network management. He also serves as a director of Western Digital Corporation and
Infocus Systems Corporation, as well as several private companies.

Mr. A. Laurence Jones, age 48, has served as a director of Exabyte since May 1998. Mr. Jones
has served as President of Messagemedia, Inc., a provider of advanced messaging systems for Internet
commerce, since March, 1999. Previously, Mr. Jones was an Operating Affiliate of McCown DelL eeuw
and Co., a private equity firm, from January 1998 to February 1999. Mr. Jones served as President and
Chief Executive Officer of Neodata Service, Inc., a direct marketing company, from 1993 to 1998. Mr.
Jones also served as President and Chief Executive Officer of GovPX, Inc. from 1991 to 1993 and
Senior Vice President and Corporate Officer of Automatic Data Processing from 1987 to 1991. Prior to
1987, Mr. Jones spent 10 years at Wang Laboratories, where he held various technical and managerial
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positions, including that of Chief Executive Officer of afinancial information services division. Mr.
Jones also serves as a director of CCI/Triad, a private computer services company.

Mr. Stephen C. Johnson, age 58, has served as a director of Exabyte since May 1998. Mr.
Johnson has served as Managing Partner of The Slingshot Group, a venture investment firm, since
August 1999. Prior to that, Mr. Johnson was a founder of Komag, Incorporated, a manufacturer of
media for hard disk drives, and served as its President and Chief Executive Officer from September
1983 until August 1999. Previously, Mr. Johnson was President and Chief Executive Officer of Boschert,
Incorporated, a manufacturer of switching power supplies Mr. Johnson also serves as a director of Arroyo Optics,
Inc. and Smartbasket.com.

Dr. Ralph Z. Sorenson, age 67, has served as a director of Exabyte since January 1993. Dr.
Sorenson is currently a managing partner of the Sorenson Limited Partnership, a venture investment
firm, as well as Professor Emeritus at the College of Business and Administration at the University of
Colorado at Boulder. From July 1992 to June 1993, he was Dean of the College of Business and
Administration. Dr. Sorenson served as Adjunct Professor of Management at the Harvard Business
School from 1989 to 1992, teaching management policy and practice. From 1981 to 1989, Dr. Sorenson
was Chairman, President and Chief Executive Officer of Barry Wright Corporation, a diversified
industrial company engaged in the design and manufacture of industrial products for improving
productivity and integrating filing systems for the office. Prior to 1981, he was President of Babson
College in Wellesley, Massachusetts. Dr. Sorenson also serves as a director of Eaton Vance
Corporation, Houghton Mifflin Company, Polaroid Corporation and Whole Foods Market Incorporated.

Mr. Thomas E. Pardun, age 57, has served as a director of Exabyte since April 1995. Mr.
Pardun currently serves as Chairman of the Board and Chief Executive Officer of edge2net, Inc., a
position he has held since November 2000. edge2net is a leading provider of voice, data and video
services on its own high-quality global communications network, focusing on the Asian market.
Previously, Mr. Pardun was President of MediaOne International (previously U.S. West International,
Asia-Pacific, a subsidiary of U.S. West, Inc.), an owner/operator of international propertiesin cable
television, telephone services, and wireless communications companies, from May 1996 until his
retirement in July 2000. Before joining U.S. West, Mr. Pardun was President of the Central Group for
Sprint, as well as President of Sprint's West Division and Senior Vice President of Business
Development for United Telecom, a predecessor company to Sprint. Mr. Pardun also held a variety of
management positions during a 19-year tenure with IBM, concluding as Director of product line
evaluation. Mr. Pardun also serves as a director of Western Digital Corporation and it subsidiary
companies.

Executive officers serve at the discretion of the Board of Directors. There are no family
relationships among any of the directors and officers.

BENEFICIAL OWNERSHIP CO M PLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires Exabyte’s directors
and executive officers, as well as persons who own more than 10% of Exabyte’s common stock, to file
initial reports of ownership and reports of changes in ownership with the Securities and Exchange
Commission. Officers, directors and greater than 10% stockholders are required by SEC regulations to
furnish us with copies of all Section 16(a) forms they file.

To our knowledge, all such Section 16(a) filing requirements were complied with during fiscal

2000. This statement is based solely on areview of reports furnished to Exabyte and written
representations that no other reports were required during fiscal 2000.
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COMPENSATION OF DIRECT ORS

Each director who is not an employee of Exabyte receives $15,000 as an annual retainer for his
services as a director. In addition, non-employee directors receive $1,500 for each Board meeting they
attend in person and $250 for each committee meeting they attend in person, as well as for each
telephone Board meeting in which they participate. Non-employee directors received an aggregate of
$110,750 for their services rendered to Exabyte during fiscal 2000. Non-employee directors are also
reimbursed for out-of-pocket travel expenses in connection with their attendance at Board meetings.
These fees have remained unchanged from the previous year.

Non-employee directors also receive options under the Incentive Stock Plan. On January 27th
of each fiscal year, each non-employee director who has been a non-employee director for at least three
months is automatically granted an option to purchase 5,000 shares of common stock. Each newly
elected non-employee director, upon initial election to the Board, receives an option to purchase 10,000
shares. The exercise price of these options equals the fair market value of the stock on the date of
grant. The options vest at the rate of 2% per month beginning one month following the date of grant.
Directors are also eligible to receive discretionary grants of options under the Incentive Stock Plan.
During fiscal 2000, options covering an aggregate of 90,000 shares were granted to non-employee
directors as a group with a weighted average exercise price per share of $8.00. Of the options granted
to directors, grants covering an aggregate of 60,000 shares were discretionary grants.
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SUMMARY OF COMPENSATION

The following table provides, for fiscal 2000 (ended December 30, 2000), fiscal 1999 (ended
January 1, 2000) and fiscal 1998 (ended January 2, 1999), certain summary information concerning
compensation paid to or earned by Exabyte’s Chief Executive Officer, each of the other executive
officers at the end of fiscal 2000, and one former executive officer who ceased employment with
Exabyte during fiscal 2000, the named executive officers:

SUMMARY COMPENSATION TABLE

Long-Term
Compensation
Annual Compensation Awards
Securities
Underlying All Other
Salary ($) Bonus Options Compensation
Name and Principal Position Y ear (1) (%) (#(2) (345
William L. Marriner 2000 357,115 0 90,000 1,084
Chairman of the Board, Chief 50,000(3)
Executive Officer & 1999 333,461 0 50,000 5,325
President
1998 325,384 0 50,000 5,376
Stephen F. Smith 2000 217,692 45,000 1,518
Vice President, Chief Financial 10,000(3)
Officer, General Counsel & 1999 199,230 0 30,000 6,142
Secretary 1998 198,923 0 40,000 5,081
Farouk Al-Nasser(6) 2000 267,317 60,000 3,406
Vice President, General 10,000(3)
M anager
Data Storage Products 1999 238,844 0 40,000 8,392
Manfred Benecken(6) 2000 217,692 45,000 4,993
Vice President, General 10,000(3)
M anager
Quality and Support Services 1999 197,115 30,000 2,268
Chester Baffa(6) 2000 189,373 100,000 838
Vice President, Sales
Michael P. Koclanes(6)(7) 2000 231,540 0 300,000(3) 303
President, Chief Executive 1999 213,461 0 40,000 4,810

Officer
CreekPath Systems, Inc.

(1) Includes amounts earned but deferred at the election of the Named executive officers under the 401(k) plan.

(2) We have not granted any SARs or restricted stock awards.

3) Represents stock options granted pursuant to the CreekPath Systems, Inc. 2000 Stock Option Plan as
follows: Mr. Marriner, 50,000 shares; Mr. Smith, 10,000 shares; Dr. Al-Nasser, 10,000 shares; Mr. Benecken,
10,000 shares; Mr. Baffa, 0 shares; and Mr. Koclanes, 300,000 shares.

(4) As permitted by SEC rules, we have not shown amountsfor certain perquisites where the amounts do not exceed the

lesser of 10% of bonus plus salary or $50,000.

(5) Includes thedallar vaue of executive lifeinsurance premiums paid by Exabyte in 2000 for the benefit of the Named
executive officers as follows: Mr. Marriner, $1,804; Mr. Smith, $1,518; Dr. Al-Nasser, $3,406; Mr. Benecken,
$1,811; Mr. Baffa, $838; and Mr. Koclanes, $303. Also includes $3,182 reimbursed to Mr. Benecken for various
legal and auditing fees. There were no matching payments by Exabyte under the 401(k) plan for 2000. 1999
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compensation includes matching payments by Exabyte under the 401 (k) plan for 1999 as follows: Mr. Marriner,
$4,000; Mr. Smith, $4,000; Dr. Al-Nasser, $4,000; Mr. Benecken, $0; and Mr. Koclanes, $4,000; as well as the
dollar value of executive lifeinsurance premiums paid by Exabyte in 1999 for the benefit of the Named executive officers
as follows: Mr. Marriner, $1,325; Mr. Smith, $2,142; Dr. Al-Nasser, $4,392; Mr. Benecken, $2,268; and Mr.
Koclanes, $810. 1998 compensation includes matching payments by Exabyte under the 40I(k) plan for 1998 as
follows: Mr. Marriner, $4,000; and Mr. Smith, $3,679. Alsoincludesthedollar value of executive lifeinsurance premiums
paid by Exabyte in 1998 for the benefit of the Named executive officers as follows: Mr. Marriner, $1,376; and
Mr. Smith, $1,402.

(6) Messrs. Al-Nasser, Benecken and Koclanes were elected as executive officers on May 10, 1999. Mr. Baffa
was elected as an executive officer effective May 15, 2000. Prior to that date, they did not serve as executive
officers. Effective March 15, 2001, Messrs. Al-Nasser and Benecken ceased to be executive officers of Exabyte,
and effective March 30, 2001, Mr. Baffa ceased to be an executive officer of Exabyte.

(7) On January 17, 2000, Mr. Koclanes was appointed President, CEO of CreekPath Systems, Inc., formed on
December 6, 1999 as a wholly-owned subsidiary of Exabyte. Prior to that date, Mr. Koclanes served as Vice
President, General Manager of Exabyte’s Storage Solutions division. As aresult of CreekPath's equity
financing, which closed on December 22, 2000, Mr. Koclanes is no longer considered an executive officer of
Exabyte.

OFFICER SEVERANCE PROG RAM

Exabyte has a severance program under which officers and other specified employees are
eligible to receive severance payments in the event their employment is terminated within one year
after certain changes in control of Exabyte. The amounts payable under the severance program vary
depending upon the position of the terminated officer or employee. The severance program limits the
amount payable to up to 12 months of compensation and further provides for the accelerated vesting of
outstanding stock options held by the terminated officer or employee.

INCENTIVE STOCK PLAN

The Board adopted the Incentive Stock Plan in January 1987. As aresult of a series of
amendments, as of April 25, 2001 there were 9,500,000 shares of common stock authorized for issuance
under the Incentive Stock Plan. The Incentive Stock Plan provides for the grant of both incentive stock
options (which generally have a favorable tax treatment for the optionee) and non-statutory stock
options to employees, directors and consultants. These grants are made at the discretion of the Board.
The Incentive Stock Plan also provides for the non-discretionary grant of non-statutory stock options to
our non-employee directors. In connection with the sale of Series G preferred stock on April 16, 2001,
we have agreed to amend the Incentive Stock Plan, on or before May 16, 2001, to provide that, unless
approved by the holders of a majority of the shares present and entitled to vote at a duly convened
meeting of stockholders, Exabyte shall not (i) grant any stock options with an exercise price that is less
than 100% of the fair market value of the underlying stock on the date of grant; (ii) reduce the exercise
price of any stock option granted under the Incentive Stock Plan.

As of April 25, 2001, options to purchase 2,711,415 shares were outstanding under the
Incentive Stock Plan and 3,023,837 shares were available for future grant.
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STocK OPTION GRANTS

The following table contains information for fiscal 2000 concerning the grant of stock
options under the Incentive Stock Plan, except as noted, to the Named executive officers:

OPTION GRANTSIN LAST FISCAL YEAR
Potential Realizable
Value at Assumed
Annual Rates of Stock
Price Appreciation for
Individual Grants Option Term(4)
Number of % of Total
Securities Options
Underlying  Granted to
Options Employees

Granted in Fiscal Exercise Expiration

#(1) Year(3) Price ($/SH) Date 5% ($) 10% (9)
Name
William L. Marriner 90,000 4.86 7.8125 1/17/10 442,191 1,120,599

50,000(2) 2.85 0.10 1/17/10 3,144 7,968
Stephen F. Smith 45,000 243 7.8125 1/17/10 221,095 560,299

10,000(2) 0.57 0.10 1/17/10 625 1,593
Farouk Al-Nasser 40,000 2.16 7.8125 6/14/01 196,529 498,044

10,000(2) 0.57 0.10 3/22/01 625 1,593
Manfred Benecken 45,000 243 7.8125 6/14/01 221,095 560,299

10,000(2) 0.57 0.10 3/22/01 625 1,593
Chester Baffa 100,000 5.41 4.1875 6/28/01 263,349 667,379
Michael P. Koclanes 300,000(2) 17.12 0.10 1/17/10 18,866 47,812

(1) Exabyte does not have a plan that provides for the issuance of SARs. Options under the Incentive Stock Plan
generally vest at the rate of 2% of the total grant per month, beginning one month from the date of grant, for a period of 50
months. Options may be either non-statutory or incentive stock options. The exercise price of options granted under the
Incentive Stock Plan must be at least equal to the fair market value of the common stock on the date of grant.
Options granted to executive officers and certain members of management are subject to an agreement with Exabyte
which provides that, upon a change of control, options will fully vest unless the Board directs otherwise. The Board may
not reprice options granted under the Incentive Stock Plan.

2 These options were granted under the CreekPath Systems, Inc. 2000 Stock Option Plan (" CreekPath Plan™).
Options granted under the CreekPath Plan generally vest at the rate of 2% of the total grant per month, beginning one
month from the date of grant, for a period of 50 months. Options are non-statutory stock options. The exercise price of
options granted under the CreekPath Plan must be at |east equal to the fair market value of the common stock on the
date of grant.

3) Based on options granted to Exabyte employees during fiscal 2000 to purchase 1,849,625 shares, and
options granted to CreekPath employees during fiscal 2000 to purchase 1,752,000 shares.

(4) The potential realizable value is based on the term of the option at the date of grant (10 yearsin each case, with
the exceptions of Messrs. Al-Nasser and Benecken, whose stock options granted pursuant to the CreekPath Plan expire on
March 22, 2001; Messrs. Al-Nasser and Benecken, whose options granted pursuant to the Incentive Stock Plan expire on
June 14, 2001; and Mr. Baffa, whose options expire on June 28, 2001). It is calculated by assuming that the stock price on
the date of grant appreciates at the indicated annual rate, compounded annually for the entire term, and that the option
is exercised and sold on the last day of the option term for the appreciated stock price. These amounts represent certain
assumed rates of appreciation only, in accordance with SEC rules, and do not reflect our estimate or projection of future
stock price performance. Actual gains, if any, are dependent on the actual future performance of Exabyte's
common stock. The amounts reflected in this table may never be achieved.
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OPTION EXERCISES AND YEAR-END HOLDINGS

The following table provides information concerning the exercise of options during fiscal 2000

and unexercised options held as of the end of fiscal 2000 for the named executive officers:

AGGREGATED OPTION EXERCISESIN LAST FISCAL YEAR AND FY-END OPTION VALUES

Number of Securities Value of Unexercised In-the-
Underlying Unexercised Money Optionsat FY-End
Optionsat FY-End (#)(1) $)(2
Shares Value
Name Acquired Realized
on Exer cise(#) (%) Exer cisable/Unexer cisable Exer cisable/Unexer cisable
William L. Marriner 0 0 364,200 / 126,000 0/0
0(3) 0 11,000 / 39,000 0/0
Stephen F. Smith 0 0 75,600 / 63,700 0/0
0(3) 0 2,200/ 7,800 0/0
Farouk Al-Nasser 11,000 9,625 81,100 / 82,900 0/0
0(3) 0 2,200/ 0 0/0
Manfred Benecken 0 0 68,900 / 61,100 0/0
0(3) 0 2,200/ 0 0/0
Chester Baffa 0 0 14,000 / 86,000 0/0
Michael P. Koclanes 0 0 96,100/ 0 0/0
0(3) 0 66,000 / 234,000 0/0

@
@)

(©)

Includes both "in-the-money" and "out-of-the-money" options. "In-the-money" options are options with exercise

prices below the market price of Exabyte's or CreekPath's common stock (as noted) on December 30, 2000.

Fair market value of Exabyte's common stock on December 30, 2000 ($3.4375, based on the closing sales price
reported on the Nasdag National Market) less the exercise price of the option, or fair market value of CreekPath's
common stock on December 30, 2000 ($0.10, based on a determination by the CreekPath Board of Directors less the
exercise price of the option, as noted.

Represents shares of CreekPath common stock acquired upon exercise of options granted under the CreekPath
Systems, Inc. 2000 Stock Option Plan Due to CreekPath's equity financing, which closed on December 22, 2000,
Mr. Koclanes was no longer considered an executive officer of Exabyte, and Messrs. Al-Nasser and Benecken were
no longer considered as providing services to CreekPath. As aresult, Mr. Koclanes' Exabyte unvested stock options
were cancelled as of December 22, 2000 and Mr. Al-Nasser's and Mr. Benecken's CreekPath unvested stock options
were cancelled as of December 22, 2000.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT

The following table provides certain information regarding the ownership of Exabyte’ s common stock as of
April 25, 2001 by:

- eachdirector;
- each executive officer named in the Summary Compensation Table;
- dl of Exabyte' sdirectors and the Named executive officers asagroup; and

- dl those known to be beneficial owners of more than five percent of Exabyte’' s common stock.

Beneficial Ownership(1)

Number of Percent of

Beneficial Owner Shares Total
State of Wisconsin Investment Board(2) 4,495,900 18.4%
P.O. Box 7842
Madison, Wl 53707
First Pacific Advisors, Inc.(3) 3,513,800 15.1%
11400 West Olympic Boulevard
Suite 1200
Los Angeles, CA 90064
Dimensional Fund Advisors Inc.(4) 1,577,400 6.8%
1299 Ocean Avenue
11th Floor
Santa Monica, CA 90401
William L. Marriner(5)(6) 566,515 2.4%
Peter D. Behrendt(5)(7) 460,340 1.9%
Stephen C. Johnson(5) 15,400 *
A. Laurence Jones(5) 15,400 *
Thomas E. Pardun(5) 33,000 *
Ralph Z. Sorenson(5) 42,000 *
Stephen F. Smith(5) 138,454 *
Farouk Al-Nasser(5) 142,100 *
Manfred Benecken(5) 116,500 *
Chester Baffa(5) 20,000 *
Michael P. Koclanes (5) 12,003 *
All directors and Named executive officers as a group

(11 persons)(8) 1,561,712 6.4%

* Less than one percent.

(1) Thistableis based upon information supplied by officers, directors and principal stockholders and by
Schedules 13D and 13G, if any, filed with the SEC. Unless otherwise indicated in the footnotes to this table and
subject to community property laws where applicable, each of the stockholders named in this table has sole power
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to vote and dispose of the shares indicated as beneficially owned. Asrequired by Rule 13d-3(d), each beneficial
owner named in the table is deemed to be the beneficial owner of shares that person has the right to acquire
beneficial ownership of within 60 days of April 25, 2001. Applicable percentages are based on 23,232,465 shares
outstanding on April 25, 2001, adjusted as required by Rule 13d-3(d)(1).

(2) Thisinformation is based on information received from State of Wisconsin Investment Board
(“Wisconsin”), a government agency which manages public pension funds. Wisconsin is shown to have sole
voting and dispositive power over all shares. Also includes 1,250,000 shares issuable upon conversion of
1,500,000 shares of Series G preferred stock held by this stockholder.

3) This information is based on a Schedule 13G, dated February 9, 2001, filed with the SEC by First Pacific
Advisors, Inc. (“First Pacific”) and a Schedule 13G, dated February 9, 2001, filed with the SEC by FPA Capital
Fund, Inc. (“FPA"), an investment fund managed by First Pacific. First Pacific is shown to have shared voting
power over 1,697,200 shares, sole voting power over no shares and shared dispositive power over all shares. FPA
is shown to have sole voting and shared dispositive power over 1,176,600 shares, representing 5% of the common
stock.

(4 Thisinformation is based on a Schedule 13G, dated February 2, 2001, and filed with the SEC by
Dimensional Fund Advisors Inc. (“Dimensional”), an investment advisor registered under Section 203 of the
Investment Advisors Act of 1940. Dimensional is shown to have sole voting and dispositive power over all
shares. Dimensional disclaims beneficial ownership of all shares reported.

(5) Includes shares issuable upon the exercise of outstanding stock options that are exercisable within 60 days
of April 25, 2001, as follows: Mr. Marriner, 457,600 shares; Mr. Behrendt, 209,000 shares; Mr. Johnson, 15,400
shares; Mr. Jones, 15,400 shares; Mr. Pardun, 32,000 shares; Dr. Sorenson, 42,000 shares; Mr. Smith, 123,500
shares; Dr. Al-Nasser, 127,100 shares; Mr. Benecken, 112,700 shares; Mr. Baffa, 20,000 shares; and Mr.
Koclanes, 0 shares.

(6) Includes 25,000 shares held by Mr. Marriner’s spouse.
(7) Includes 4,420 shares held by Mr. Behrendt’s spouse as custodian for the benefit of his children.

(8) Includes shares described in the notes above, as applicable.
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CERTAIN TRANSACTIONSWITH RELATED PARTIES

On April 12, 2001, we entered into an agreement with the State of Wisconsin Investment Board,
whereby we agreed to issue 1,500,000 shares of Series G preferred stock to the investor for total
proceeds of $3,000,000. As of April 25, 2001, this investor beneficially owned 18.4% of our common
stock, assuming all of the Series G preferred stock is converted into shares of common stock. The
preferred stock is convertible, at the option of the holder, into a number of shares of common stock
equal to the original issue price of the preferred, $2.00, divided by $2.40. The dividends accrue at a
rate of 9% per annum and are compounded if not paid. Dividends are cumulative and payable in arrears
on April 16 of each year, when and if declared by the board, and must be paid in cash, except that they
may be paid in shares of common stock, at a price of $2.00 per share, if we are prohibited from paying
cash dividends under any agreement in place as of April 16, 2001. Our bank line of credit agreement
with Congress Financial Corporation currently prohibits the payment of cash dividends. Series G
preferred stock also participates in any dividends on the common stock, when and if declared, on an as-
converted basis. The terms of our share purchase agreement with this selling stockholder prohibit us,
except for certain permitted issuances, from selling common stock, or securities convertible or
exercisable into common stock during the period ended June 15, 2001 for a price per share, or having
an exercise or conversion price, of less than $2.40. In that case, we are required to pay an amount in
cash equal to the difference between the sale price and $2.40 multiplied by the number of shares of
common stock into which the Series G preferred stock is then convertible. Among the other rights of
this holder, we are prohibited from taking certain actions, such as an asset transfer or acquisition,
without the unanimous prior written consent of the Series G preferred stock.

SELLING STOCKHOLDERS AND OFFERING

The 1,500,000 shares of preferred stock which are offered by this prospectus were acquired by
the State of Wisconsin Investment Board, a selling stockholder, pursuant to a share purchase agreement
dated as of April 12, 2001.

The shares of common stock which are offered by this prospectus include each of the
following:

- Upto 150,000 shares which will be issued to Broadview Holdings, LLC, a selling
stockholder, if it chooses to exercise a warrant for the purchase of an aggregate of up to
150,000 shares of common stock at an exercise price of $1.50 per share. This selling
stockholder acquired the warrant on January 29, 2001 as partial consideration for financial
advisory services being provided to us by Broadview International, LLC, an affiliate of this
selling stockholder.

- Upto 1,250,000 shares which will be issued to the State of Wisconsin Investment Board, a
selling stockholder, if it chooses to convert up to 1,500,000 shares of Series G preferred
stock into common stock at $2.40 per share, subject to adjustment.

- Up to 808,000 shares which will be issued to the State of Wisconsin Investment Board if
declared as dividends on its Series G preferred stock.

The State of Wisconsin Investment Board currently holds approximately 18% of our
outstanding voting power. The terms of our share purchase agreement with this selling stockholder
prohibit us, except for certain permitted issuances, from selling common stock, or securities convertible
or exercisable into common stock during the period ended June 15, 2001 for a price per share, or
having an exercise or conversion price, of less than $2.40. In that case, we are required to pay an
amount in cash equal to the difference between the sale price and $2.40 multiplied by the number of
shares of common stock into which the Series G preferred stock is then convertible. Among the other
rights of this holder, we are prohibited from taking certain actions, such as an asset transfer or
acquisition, without the unanimous prior written consent of the Series G preferred stock.
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The number of shares that may actually be sold by the selling stockholders will be determined
by each selling stockholder. Broadview Holdings, LLC, may elect to exercise or hold its warrant and
may sell all, some, or none of the shares of common stock that are subject to sale pursuant to this
prospectus. State of Wisconsin Investment Board may elect to convert all, some, or none of its shares
of preferred stock. The offering contemplated by this prospectus is not currently being underwritten,
therefore, we cannot provide you with an estimate of the number of shares of common stock that the
selling stockholders will hold in the future or upon the termination of the offering. Information
concerning the selling stockholders may change from time to time and any changed information will be
set forth in supplements to this prospectus if and when necessary. There can be no assurance that all or
any shares of common stock or preferred stock will be sold pursuant to this prospectus.

The following table includes shares of common stock issuable upon: (i) the exercise of the
warrant held by Broadview Holdings, LLC; (ii) the conversion of preferred shares by State of
Wisconsin Investment Board; and (iii) the issuance of common stock to State of Wisconsin Investment
Board as a dividend upon preferred stock. The actual number of shares of common stock issuable upon
exercise of the warrant, conversion of preferred shares, and issuance of common stock as dividends is
subject to adjustment. The actual number of shares of common stock offered hereby, and included in
the Registration Statement of which this prospectus is a part, includes such additional number of shares
of common stock as may be issued or issuable upon exercise of the warrant, conversion of preferred
shares, or issuance of common stock as dividends by reason of adjustment mechanisms described in the
warrants and in the certificate of designation, or by reason of any future stock splits, stock dividends or
similar transaction involving the common stock.

Beneficial ownership is determined in accordance with the rules of the Securities and Exchange
Commission that consider shares to be beneficially owned by any person who has voting or investment
power with respect to the shares. Common stock subject to securities that are currently exercisable or
convertible, or securities exercisable or convertible within 60 days after April 30, 2001 are considered
to be outstanding and to be beneficially owned by the person holding the options for the purpose of
computing the percentage ownership of a person but are not treated as outstanding for the purpose of
computing the percentage ownership of any other person.

Selling Beneficial Ownership Before Offering Beneficial Ownership After Offering ¥
Stockholders
%Total %Total
Common Preferred Voting Common Preferred Voting
Stock Stock Power Stock Stock Power
State of Wisconsin
Investment Board. 5,303,900 1,500,000 18.4%® 3,245,900 0 14%
Broadview
Holdings LLC...... 150,000 0 * 0 0 0%

(1) Assumes all of the shares offered by this prospectus are sold in the offering.

(2) Includes 1,250,000 shares of common stock issuable upon conversion of the Series G preferred stock also
being offered by this prospectus, and 808,000 additional shares issuable as a dividend upon the Series G preferred
stock (assuming 5 years of cumulative compounded accrued dividends).

(3) In accordance with SEC rules, excludes 808,000 shares of common stock issuable as a dividend upon the
Series G preferred stock because none of those shares may be acquired by this selling stockholder until more than
60 days after April 30, 2001.

(4) Consists of 150,000 shares issuable pursuant to an outstanding warrant at an exercise price of $1.50 per
share.

* Lessthan 1%
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DESCRIPTION OF CAPITAL STOCK

Our restated certificate of incorporation provides for authorized capital stock of 50,000,000
shares of common stock, $.001 par value per share, and 14,000,000 shares of preferred stock, $.001 par
value per share.

A director may be removed with cause by a majority of all of the outstanding shares of capital
stock entitled to vote generally in the election of directors. A director may only be removed without
cause by holders of at least 66 2/3% of all of the outstanding shares of capital stock entitled to vote
generally in the election of directors.

Common Stock

The voting, dividend and liquidation rights of the holders of the common stock are subject to
and qualified by the rights of the holders of the preferred stock of any series as may be designated by
the board of directors upon any issuances of the preferred stock of any series.

The holders of the common stock are entitled to one vote for each share held at all meetings of
stockholders, including the election of directors. There is no cumulative voting, and holders of the
common stock do not have preemptive rights.

Dividends may be declared and paid on the common stock from funds lawfully available
therefore as and when determined by the board of directors and subject to any preferential dividend
rights of any then outstanding preferred stock.

Upon dissolution or liquidation of the Company, whether voluntary or involuntary, holders of
common stock will be entitled to receive all assets of the Company available for distribution, subject to
any preferential rights of any then outstanding preferred stock.

Preferred Share Purchase Rights

On January 24, 1991, our Board of Directors declared a dividend of one preferred share
purchase right for each outstanding share of common stock. The dividend was paid on February 1,
1991 to the stockholders of record on that date, and a right accompanied each Common Share issued
after that date. Each right entitles the registered holder to purchase from the Company one-hundredth
of a share of Series A Junior Participating preferred stock of the Company, at a price of $75 per one
one-hundredth of a Preferred, subject to adjustment for certain events occurring after January 24, 1991.
The description and terms of the Rights are set forth in a Rights Agreement, dated as of January 24,
1991, between the Company and Fleet National Bank (f/k/a First National Bank of Boston), as Rights
Agent, as amended by the First Amendment to Rights Agreement, dated as of August 23, 1995, and
further amended by the Second Amendment to Rights Agreement, dated as of February 1, 2001.

Preferred Stock

Our board of directors is authorized to provide for the issuance of preferred stock in one or
more series and to fix the designation, preferences, powers and relative, participating, optional and
other rights, qualifications, limitations and restrictions thereof, including the dividend rate, conversion
rights, voting rights, redemption price and liquidation preference and to fix the number of shares to be
included in any such series. Any preferred stock so issued may rank senior to the common stock with
respect to the payment of dividends or amounts upon liquidation, dissolution or winding up, or both. In
addition, any such shares of preferred stock may have class or series voting rights.

We have designated 1,500,000 shares of our authorized capital stock as Series G convertible

preferred stock. Our preferred stock ranks senior to our common stock. The terms of the preferred
prohibit us from creating a class of securities having preferences senior to the Series G without the
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prior unanimous consent of the holders of the Series G preferred stock. Holders of the Series G
preferred stock, in preference to the holders of Exabyte common stock and any other stock of Exabyte
that is not by its terms expressly senior to in right of payment to the Series G preferred stock,
collectively referred to as junior stock, shall be entitled to receive dividends, when and as declared by
the board of directors, but only out of funds that are legally available therefore. Shares of Series G
preferred stock accrue dividends at a rate of 9% per annum and are compounded if not paid on each
annual anniversary of the original issue date, April 16, 2001. Dividends must be paid in cash unless
prohibited by any agreement in existence on the original issue date, in which case they are payablein a
number of shares of common stock calculated by dividing the dividend amount by $2.00 per share.

In addition to the preferential dividend, holders of the Series G preferred stock are entitled to
receive any dividends declared by the board of directors upon shares of common stock or any other
junior stock, whether in cash or other property, on an as converted basis.

Upon any liquidation, dissolution or winding up of Exabyte, holders of Series G preferred stock
are entitled to receive, before any distribution or payment made to the holders of any junior stock, an
amount equal to the original per share purchase price plus all accrued but unpaid dividends thereon.
After payment of the full liquidation preference, the remaining funds and other assets of Exabyte
legally available for distribution, if any, shall be distributed pro rata among the holders of the common
stock and the Series G preferred stock on an as converted basis.

Holders of Series G preferred stock vote with the common stock in all matters submitted to a
vote of the stockholders, including the election of directors, and may cast a number of votes equal to
the number of shares of common stock into which such shares of Series G preferred stock may then be
converted. Without the prior approval of all of the shares of Series G preferred stock, we are
prohibited from taking certain actions, including an asset transfer or acquisition, as those terms are
defined in the certificate.

Each share of Series G preferred stock may be converted, at the option of the holder, into a
number of shares of common stock equal to the original issue price of the preferred $2.00, divided by
$2.40 per share, subject to adjustment for stock splits, stock dividends and other changes in our capital
stock. The Series G conversion price is subject to adjustment to give effect to any stock split, common
stock dividend, reclassification, reorganization or other similar changes in Exabyte capital stock.

Beginning on April 16, 2003, we can redeem the preferred stock if the closing price of our

common stock for the preceding 30 day period is at least equal to the liquidation value of the preferred
stock. Initially, the liquidation value is $2.00 per share, subject to adjustment.

Section 203 of the Delaware General Corporation Law

Our restated certificate of incorporation expressly states that we have elected to be governed by
Section 203 of the Delaware General Corporation Law, which prohibits a publicly held Delaware
corporation from engaging in a “business combination”, as defined in clause (c)(3) of that section, with
an “interested stockholder”, as defined in clause (c)(5) of that section, for a period of three years after
the date of the transaction in which the stockholder became an interested stockholder.
Stockholders M eetings

Special meetings of our stockholders may only be called by the Chairman of the Board, the
President, or a majority of our Board of Directors.

No Action by Written Consent

Our restated certificate prohibits our stockholders from taking any action by written consent in
lieu of a meeting of stockholders.
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Limitations on Liability of Officersand Directors

Our restated certificate of incorporation limits the liability of directors to the fullest extent
permitted by the Delaware General Corporation Law.

Article 5 of our by-laws provides that to the fullest extent permitted under the DGCL, Exabyte
will indemnify its directors and executive officers, including the advancement of expenses. The by-
laws provide, however, that we are not required to indemnify any director or executive officer in
connection with any proceeding initiated by such person against Exabyte or its directors, officers,
employees or agent, unless such indemnification is expressly required by law, the proceeding was
authorized by the Board of Directors or (c) such indemnification is provided by Exabyte in its sole
discretion.

We have also obtained insurance policies that provide coverage for our directors and officersin
certain situations, including claims or actions arising under the Securities Act and some situations
where we cannot directly indemnify the directors or officers.

In addition, we have entered into contractual agreements with its directors and executive
officers whereby we have agreed to indemnify them against any expenses, amounts paid in settlement
or other amounts incurred by such directors or officers by reason of the fact that he was a director or
officer, respectively, of Exabyte.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be
permitted to directors, officers or persons controlling the registrant pursuant to the foregoing
provisions, the registrant has been informed that in the opinion of the Securities and Exchange
Commission such indemnification is against public policy as expressed in the Act and is therefore
unenforceable.

Nasdaq Trading

The common stock is listed over-the-counter on the Nasdaq Stock Market’s National Market
under the trading symbol “EXBT.” See “Market for Exabyte common stock and Related Stockholder
Matters” below.

Transfer Agent and Registrar

The transfer agent and registrar for the common stock is BankBoston N.A.
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MARKET FOR EXABYTE COMMON STOCK
AND RELATED STOCKHOLDER MATTERS

Our common stock has been traded in the over-the-counter market and has been quoted in the
National Market System of the Nasdaq Stock Market under the symbol EXBT since our initial public
offering on October 19, 1989. For the calendar quarters indicated, the following table shows the high
and low bid prices of our common stock as reported on Nasdag.

Calendar Y ear High Low
1999

First QUarter .......ocoeveeeeeeeeeeeeeeeeinnns $6-5/8 $4-7/16
Second QUAarter........cccceeeveeeeeceenieeienns 6-3/32 3-11/16
Third QUarter.........cccceeeeevceevieeceeseenenns 5-3/32 3-3/8
Fourth Quarter..........ccoeeeveeveeveecienen, 9-1/8 4-1/4
2000

First QUarter ........ccoeeeeveveeveveveeeeeeerennns $10-7/8 $7
Second QUAIEN ........ccocevveeeeeeereeireeiens 7-9/16 3-1/8
Third QUArter........cceveeereeereeireeireeeeeinns 12-5/8 4-1/4
Fourth Quarter..........ccoevveeeecvecieecenne. 12-5/8 2-7/16
2001

First QUarter ........coeeveeeeveveveeeseeenennns $4.375 $1.281

On April 30, 2001, we had approximately 510 holders of record of our common stock. The
reported closing price of the common stock was $1.03. We have never paid cash dividends on our
common stock. We presently intend to retain any earnings for use in our business and do not anticipate
paying any cash dividends on our common stock in the foreseeable future. For a description of the
dividend rights associated with our Series G preferred stock, see “Description of Capital Stock” above.
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PLAN OF DISTRIBUTION

The selling stockholders and their successors, including their transferees, pledgees or donees or
their successors, may sell the common stock and preferred stock offered under this prospectus, the
offered securities, directly to purchasers or through underwriters, broker-dealers or agents, who may
receive compensation in the form of discounts, concessions or commissions from the selling
stockholders or the purchasers. These discounts, concessions or commissions as to any particular
underwriter, broker-dealer or agent may be in excess of those customary in the types of transactions
involved. Neither Exabyte nor the selling stockholders can presently estimate the amount of this
compensation.

The offered securities may be sold in one or more transactions at fixed prices, at prevailing
market prices at the time of sale, at prices related to the prevailing market prices, at varying prices
determined at the time of sale, or at negotiated prices. These sales may be effected in transactions,
which may involve crosses or block transactions, including sales:

- onany national securities exchange or U.S. inter-dealer system of aregistered national
securities association on which the shares may be listed or quoted at the time of sale;

- in the over-the-counter market;

- intransactions otherwise than on these exchanges or systems or in the over-the-counter
market;

- in privately negotiated transactions;

- through the writing of options, whether the options are listed on an options exchange or
otherwise; or

- through the settlement of short sales.

In connection with the sale of the offered securities, the selling stockholders may enter into
hedging transactions with broker-deal ers or other financial institutions, which may in turn engage in
short sales of the offered securities in the course of hedging the positions they assume. The selling
stockholders may also sell the offered securities short and deliver these securities to close out its short
positions, or loan or pledge the offered securities to broker-dealers that in turn may sell these
securities.

The aggregate proceeds to the selling stockholders from the sale of the common stock and
preferred stock offered by them will be the purchase price of the offered securities less discounts and
commissions, if any. The selling stockholders reserve the right to accept and, together with their
agents from time to time, to reject, in whole or in part, any proposed purchase of common stock or
preferred stock to be made directly or through agents. Exabyte will not receive any of the proceeds
from this offering. Exabyte will receive $225,000 upon exercise of the warrant if the warrant is
exercised in full.

Exabyte’s outstanding common stock is listed for trading on the Nasdaq National Market under
the symbol “EXBT”. There currently is no public market for the preferred stock.

The selling stockholders and any underwriters, broker-dealers or agents that participate in the
sale of the offered securities may be “underwriters’ within the meaning of Section 2(11) of the
Securities Act. Any discounts, commissions, concessions or profit they earn on any resale of the shares
may be underwriting discounts and commissions under the Securities Act. Should the selling
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stockholders be “underwriters” within the meaning of Section 2(11) of the Securities Act, they will be
subject to the prospectus delivery requirements of the Securities Act.

In addition, any securities covered by this prospectus which qualify for sale pursuant to Rule
144 of the Securities Act may be sold under Rule 144 rather than pursuant to this prospectus.

To the extent required, the specific common stock and preferred stock to be sold, the names of
the selling stockholders, the respective purchase prices and public offering prices, the names of any
agents, dealers or underwriters, and any applicable commissions or discounts with respect to a
particular offer will be set forth in an accompanying prospectus supplement or, if appropriate, a post-
effective amendment to the registration statement of which this prospectusis a part. This prospectus
also may be used, with Exabyte’s consent, by donees or pledgees of the selling stockholders, or by
other persons acquiring shares and who wish to offer and sell shares under circumstances requiring or
making desirable its use.

In order to comply with the securities laws of some states, if applicable, the offered securities
may be sold in these jurisdictions only through registered or licensed brokers or dealers. In addition, in
some states the offered securities may not be sold unless they have been registered or qualified for sale
or an exemption from registration or qualification requirements is available and is complied with.

The offered securities include: (i) 1,500,000 shares of preferred stock that were issued to the
State of Wisconsin Investment Board pursuant to a stock purchase agreement dated April 12, 2001;
(i) 1,250,000 shares of common stock issuable upon conversion of the preferred stock; (iii) 808,000
shares of common stock that may be issued as dividends upon the preferred stock; and (iv) 150,000
shares of common stock that may be issued upon exercise of a warrant issued to Broadview Holdings,
LLC. The warrant was issued as partial consideration for services delivered by Broadview
International, LLC, an affiliate of Broadview Holdings, LLC. All of these securities were issued
pursuant to exemptions from the registration requirements of the Securities Act provided by Section
4(2) thereof and/or Regulation D promulgated thereunder. In connection with the issue of these
securities, Exabyte agreed to register the shares of preferred stock and common stock offered under this
prospectus under the Securities Act. Exabyte and the selling stockholders, individually, have agreed to
indemnify each other, and their respective controlling persons, against specific liabilities, including
liabilities arising under the Securities Act and Exchange Act, in connection with the offer and sale of
the shares. In addition, the selling stockholders may indemnify brokers, dealers, agents or underwriters
that participate in transactions involving sales of the offered securities against specific liabilities,
including liabilities arising under the Securities Act and/or Exchange Act. Exabyte will pay
substantially all of the expenses incident to this offering of the shares by the selling stockholders to the
public other than commissions and discounts of underwriters, brokers, dealers or agents.
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VALIDITY OF SECURITIES

The validity of the securities offered hereby will be passed upon for us by Holland & Hart LLP.

EXPERTS

The consolidated financial statements as of December 30, 2000 and January 1, 2000 and for
each of the three years in the period ended December 30, 2000 included in this Prospectus have been so
included in reliance on the report (which contains an explanatory paragraph relating to the company’s
ability to continue as a going concern as described in Note 1 to the consolidated financial statements)
of PricewaterhouseCoopers LLP, independent accountants, given on the authority of said firm as
experts in auditing and accounting.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the
SEC. Our SEC filings are available to the public over the Internet at the SEC’s website at
http://www.sec.gov. Y ou may also read and copy any document we file with the SEC at the SEC’s
following public reference facilities:

Public Reference Room New York Regional Office Chicago Regional Office
450 Fifth Street, N.W. 7 World Trade Center Citicorp Center

Room 1024 Suite 1300 500 West Madison Street
Washington, D.C. 20549 New York, NY 10048 Suite 1400

Chicago, IL 60661-2511

Y ou may also obtain copies of the documents at prescribed rates by writing to the Public
Reference Room of the SEC at 450 Fifth Street, N.W., Room 1024, Washington, D.C. 20549. Please
call 1-800-SEC-0330 for further information on the operations of the public reference facilities. Our
SEC filings are also available at the offices of the Nasdaq Stock Market at 1735 K Street, N.W.,
Washington, D.C. 20006.
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FINANCIAL STATEMENTS — THREE YEARS ENDED DECEMBER 30, 2000

REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Stockholders of Exabyte Corporation

In our opinion, the accompanying consolidated balance sheets and the related consolidated
statements of operations, changes in stockholders’ equity and cash flows present fairly, in all material
respects, the financial position of Exabyte Corporation and its subsidiaries at December 30, 2000 and
January 1, 2000, and the results of their operations and their cash flows for each of the three yearsin
the period ended December 30, 2000, in conformity with accounting principles generally accepted in
the United States of America. In addition, in our opinion, the financial statement schedule listed in the
index appearing under Item 16(b) on page I1-5 presents fairly, in all material respects, the information
set forth therein when read in conjunction with the related consolidated financial statements. These
financial statements and the financial statement schedule are the responsibility of the Company's
management; our responsibility is to express an opinion on these financial statements and the financial
statement schedule based on our audits. We conducted our audits of these statements in accordance
with auditing standards generally accepted in the United States of America, which require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

The accompanying consolidated financial statements have been prepared assuming that the
Company will continue as a going concern. Asdiscussed in Note 1 to the financial statements, the
Company has suffered recurring losses and negative cash flows from operations and has an accumul ated
deficit of $27,377,000 at December 30, 2000. These factors, among others, raise substantial doubt
about the Company's ability to continue as a going concern. Management's plansin regard to these
matters are also described in Note 1. The consolidated financial statements do not include any
adjustments that might result from the outcome of this uncertainty.

/sl PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP

Denver, Colorado
April 16, 2001
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EXABYTE CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In thousands, except per share data)

December 30, January 1,
2000 2000
ASSETS
Current assets:
Cash and cash eqUIVAIENES.........ccccceeiiierieececeece e $ 3,159 $ 25,610
Short-term iNVESEMENES .......o.oiiieeeeere e 20 7,039
Accountsreceivable, NEL..........cooeeiiii i 37,412 37,163
INVENEOTTES, NEL ...ttt e 40,143 26,805
Other CUrTeNnt @SSELS......coueiereriieieeie et 2,807 4,927
Total CUMTENE BSSELS.....ceeieieerieie e 83,611 101,544
Property and equipment, NEL..........ccocoveiererieeie e 18,754 24,708
Other [0Ng-term @SSELS........ccevirereeeeres e 1,427 1,024
Total [ONG-LErM ASSELS .....vecveeeeee e 20,181 25,732
$103,792 $127,276
LIABILITIESAND STOCKHOLDERS EQUITY
Current ligbilities:
Accounts payable, including book overdrafts of $2,343 and
PO, FESPECLIVEIY ..o $ 26,944 $ 23,327
Accrued l1abilities ........ccoieriieee e 14,557 13,815
ACCrued INCOME tAXES ......cevereirierieeiee e e 633 1,877
Current portion of long-term obligations............cccccecerenienene 2,147 2,931
Line of Credit.....cooieeeee s 12,307 --
Total current [1abilitieS. ..o 56,588 41,950
Long-term liabilities:
WaAITANLIES ... e 6,679 5,658
Other long-term obligations...........ccccevevevevieciccecece e 1,467 912
Commitments and contingencies (Notes 7, 11 and 12)
Stockholders' equity:
Preferred stock, $.001 par value; 14,000 shares - -
authorized; no sharesissued and outstanding ...........ccccceu.....
Common stock, $.001 par value; 50,000 shares 23 23
authorized; 23,234 and 22,886 sharesissued ............cccceeuee.
Capital in excess of par ValUe.........ccoeeeeieeieienene e 69,154 67,584
Treasury stock, at cost, 455 Shares.........ccceveverereeieeniesenieenns (2,742) (2,742)
Retained earnings (accumulated deficit) ..........ccooveerieeienennne (21,377) 13,891
Total stockholders equity.........cccceveieiiieneeiee e 39,058 78,756
$103,792 $127,276

The accompanying notes are an integral part of the consolidated financial statements.
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EXABYTE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)

Fiscal Y ears Ended

December 30, January 1, January 2,
2000 2000 1999
NEL SAIES......oovieeieee e $221,742 $222,827 $286,505
Cost of goods S0Id .......cccoeerereererirernieen 172,085 182,875 207,604
GroSS Profit....c.ccecrreneneersee e 49,657 39,952 78,901
Operating expenses:
Selling, general and administrative.............. 54,709 56,650 56,978
Research and development ..o 36,530 35,725 29,888
Loss from operations.........ccccevveveveesesennnnns (41,582) (52,423) (7,965)
Other income (expense):
INnterest iNCOME .......ccvvvreerrereereeereeeens 1,056 2,646 2,393
INterest eXpeNSE ....ocvevvevvre e (686) 477) (607)
Foreign exchange gains (l0sses), net ........ (2,024) (893) (1949)
OtNEN ..ttt 812 (41 224
Loss beforeincome taxes..........ccoceeeveneeene (42,424) (51,188) (6,149)
(Provision) benefit for income taxes............ 1,570 (37,219) 3,382
Equity interest in net loss of investee........... (414) -- --
NELIOSS....coeiriercie e $(41,268) $(88,407) $(2,767)
Basic and diluted net loss per share............. $(1.83) $(3.97) $ (0.12)
Common shares used in the calculation
of basic and diluted net loss per share........ 22,560 22,256 22,285

The accompanying notes are an integral part of the consolidated financial statements.
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EXABYTE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGESIN STOCKHOLDERS' EQUITY

(In thousands, except per share data)

Common Stock Treasury Stock

Retained
Capital Earnings
In Excessof  (Accumulated
Shares Amount  Shares Amount Par Vaue Deficit)

Balance, January 3, 1998............. 22,466 $22 (15) $(9) $65,718 $105,065

Common stock options  exercised
($.50t0 $9.00 per share............. 19 -- -- -- 94 --
Common stock issued pursuant

to the Employee Stock

Purchase Plan ($4.68 and

$5.95 per share) .....cocovevreeeeennns 162 1 - - 853 -
Tax effect of disgualifying

dispositions of common stock -- -- -- --
Purchases of treasury stock.......... -- -- (440) (2,733) -- --
Net lossfor theyear..........cccceeue. -- -- -- -- -- (2,767)

Balance, January 2, 1999............. 22,647 23 (455) (2,742) 66,693 102,298

Common stock options

exercised ($1.00 to $6.81)

O[S S 17 1) [ 33 -- -- -- 202 --
Common stock issued pursuant

to the Employee Stock

Purchase Plan ($3.30 and 206 -- -- -- 689

$3.40 per share) .....covevvevevrerennen. -
Net lossfor theyear.........ccccuenen. -- -- -- -- -- (88,407)

Balance, January 1, 2000............. 22,886 23 (455) (2,742) 67,584 13,891

Common stock options  exercised
($3.97 t0 $9.00 per share)......... 143

Common stock issued pursuant

to the Employee Stock

Purchase Plan ($2.92 to $3.83

1S 1= 1) [ 205 -- -- -- 690 --
Net lossfor theyear.........ccceuenen. -- -- -- -- -- (41,268)

- - - 880 -

Balance, December 30, 2000....... 23,234 $23 (455)  $(2,742) $69,154 $(27,377)

The accompanying notes are an integral part of the consolidated financial statements.
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EXABYTE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Fiscal Years
December 30, January 1, January 2,
2000 2000 1999
Cash flows from operating activities:
Cash received from cuStomers..........cccceveveeennne $221,550 $223,624 $291,422
Cash paid to suppliers and employess.............. (258,653) (249,910) (269,301)
INterest reCaIVEd.......covvivereeieesee e 1,223 2,628 2,314
INterest Paid.......ccoceeveevereeine e (686) 477) (607)
Income taxes paid.........ccoeerererieenieneneneeeene (111) (297) (1,093)
Income tax refund received ...........ccceeevennenne. 1,865 663 11,771
Net cash (used) provided by operating
BCHVItIES...vvvvveeeeveoo oo (34.812) (23,769) 34,506
Cash flows from investing activities:
Purchase of short-term investments.................. (2,051) (41,000) (69,275)
Proceeds from the sale of short-term
INVESIMENES ...t 9,000 48,106 56,600
Capital expenditures.........cccoeveveveneeeereeeens (9,456) (11,002) (9,414)
Proceeds from the sale of fixed assets.............. 734 -- -
Net cash used by investing activities........... (1,773) (3,896) (22,089)
Cash flows from financing activities:
Proceeds from issuance of common stock ........ 1,570 891 948
Purchase of treasury stockK ..........ccooeveeeieienienne. -- -- (2,733)
Cash overdraft........cccecereneienineeeeeee e 2,343 -- --
Borrowings under line of credit.............cc....... 87,345 -- --
Payments under line of credit ...........cccccevenenee. (75,038) -- --
Principal payments on long-term
(0] 01T = 11041 (2,086) (4,187) (1,075)
Net cash provided (used) provided by
financing actiVities........ccoovvvevereerererienn, 14,134 (3,296) (2,860)
Net (decrease) increase in cash and cash
EQUIVAIENES.....oeeie et (22,451) (30,961) 9,557
Cash and cash equivalents at beginning of
= TSP 25,610 56,571 47,014
Cash and cash equivalents at end of year ........... $3,159 $25,610 $56,571

The accompanying notes are an integral part of the consolidated financial statements.
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EXABYTE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Fiscal Years
December 30, January 1, January 2,
2000 2000 1999
Reconciliation of net lossto net cash (used)
provided by operating activities:
NELTOSS...cviiiiiiiietireee e $(41,268) $(88,407) $(2,767)
Adjustments to reconcile net loss to net
cash (used) provided by operating
activities:
Depreciation, amortization and other.............. 14,281 15,648 16,619
Net liabilities assumed by equity
INVESLEE ...t e 1,715 -- -
Write-down Of @SSEtS......cccvvereeeriniecriesieee 1,459 - 1,961
Deferred income tax provision (benefit)......... -- 36,945 (7,367)
Provision for losses and reserves on
accounts recelvable........cooovencinennennen. 6,429 6,666 8,521
Equity inloss of investee.........ccooivieneenenne 414 -- --
Change in assets and liabilities:
Accountsreceivable..........cooviiiniinieneneee (6,679) (5,815) (4,958)
INVENLONIES, NEL ..o (14,592) 192 17,554
Income tax receivable..........ccoceveiineiiiencnene 1,428 1,132 13,310
Other current @SSEtS ......ovveveerereneree e 691 804 1,566
Other SSELS......oovvvreececerer e (60) 15 (43)
Accounts payable.........cceeeeveveninne e 1,274 7,295 2,040
Accrued liabilities........coveveivinenieeen 742 (187) (11,944)
Accrued iNCOME taXES.......ccververerereereeeereeseenees (2,661) (493) 1,353
Other long-term obligations............ccccvevveveiennne 2,015 2,436 (1,339)
Net cash (used) provided by operating
BCHVIIES oo $(34,812) $(23,769) $34,506
Supplemental schedule of non-cash
investing and financing activities:
Notes payable issued to purchase property
and equipment and SErVICES. .......cceceeeereerereeniennenn $ - $2,002 $ 1,102
Income tax benefit of disqualifying
dispositions of common stock .........ccceeevenee - - 28
Capital lease obligations..........ccccevvvvvreeeceeneennn, 929 -- 904

The accompanying notes are an integral part of the consolidated financial statements.
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EXABYTE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Exabyte Corporation ("Exabyte" or the "Company") was incorporated on June 5, 1985 under the
laws of the state of Delaware. Exabyte designs, manufactures and markets a full range of 8mm and
MammothTape™ tape drives as well as 8mm, MammothTape™, DL Ttape™, AIT, and LTO™
Ultrium™ automated tape libraries. Exabyte also provides its own brand of recording media and
provides worldwide service and customer support to its customers and end users. The Company reports
its results of operations on the basis of a fiscal year of 52 or 53 weeks ending on the Saturday closest to
December 31. There were 52 weeks in all years presented.

Financial Condition

The accompanying financial statements have been prepared on a going concern basis, which
contemplates the realization of assets and the satisfaction of liabilities in the normal course of business.
The Company has incurred losses of $41.3 million, $88.4 million and $2.8 million in fiscal 2000, 1999
and 1998, respectively, negative cash flows from operations of $34.8 million and $23.8 million in fiscal
2000 and 1999, respectively, and has an accumulated deficit of $27.4 million as of December 30, 2000.
The losses incurred in 2000 are attributed to continued revenue shortfalls from the Company's business
operating plan, primarily in drives and media, resulting in a build up of inventories and creating
liquidity constraints. Additionally, as of December 30, 2000, the Company had only $7.7 million of
remaining borrowing capacity under its line of credit. Subsequent amendment to this line increased the
borrowing limit from $20.0 million to $25.0 million, and added certain collateral to the borrowing base.
On the date of the amendment of the line, the amount available to borrow was $19.6 million. This
amount changes daily based upon the levels of the underlying inventory and receivables.

The above factors raise substantial doubt about whether the Company can continue as a going
concern. Therefore, the Company is currently reassessing its business and investigating various
strategic alternatives that would result in increased liquidity. These alternatives may include one or
more of the following:

sale of all or part of our operating and off-balance sheet assets;

restructuring of current operations;

additional equity infusions; or

strategic alliance, acquisition or merger.

The Company has engaged an investment banker to assist in this process and will continue to
explore these and other options that would provide additional capital for longer-term objectives and
operating needs. It will be necessary for the Company to take one or more of these actions in order to
have sufficient funds to support its operations. Should the Company not be successful in achieving one
or more of these actions, it is possible that the Company may not be able to continue as a going
concern. The consolidated financial statements do not include any adjustments that might result from
the outcome of this uncertainty. See Note 14 of Notes to Consolidated Financial Statements.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly
owned subsidiaries. All intercompany accounts and transactions have been eliminated.
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Revenue Recognition

The Company recognizes revenue when persuasive evidence of an arrangement exists, delivery
has occurred, the sales price is fixed or determinable, and collectibility is probable. Generally, these
criteria are met upon shipment of products and transfer of title to customers. Revenue from sales to
certain resellers is subject to agreements allowing certain rights of return and price protection on
unsold merchandise held by those resellers. Accordingly, reserves for estimated future returns and for
price protection are provided in the period of the sale. Revenue for out-of-warranty service repairsis
recorded when the service has been performed and the product has been shipped back to the customer.
Revenue for on-site warranty contracts is deferred and amortized on a straight-line basis over the
contract period. Certain original equipment manufacturers ("OEM’s") require that we maintain
inventory at third party warehouses. Revenue for these sales are recorded when title passes, upon the
OEM taking possession of the inventory from the warehouse.

Foreign Currency Transactions and Remeasur ement

The U.S. dollar is the functional currency of the consolidated corporation including its
subsidiaries. For the Company's foreign subsidiaries, monetary assets and liabilities are remeasured
into U.S. dollars using the exchange rates in effect at the balance sheet date and non-monetary assets
are remeasured at historical rates. Results of operations are remeasured using the average exchange
rates during the period. The Company recorded net foreign exchange losses related to these
remeasurements of $860,000, $207,000 and $230,000 in 2000, 1999 and 1998, respectively. From time
to time, the Company enters into transactions that are denominated in foreign currencies. These
transactions are translated at the prevailing spot rate upon payment and recorded in the operating
account to which the payment relates. Accounts receivable and payable from subsidiaries denominated
in foreign currencies are translated at each period end using period end rates and transaction gains and
losses are recorded. The Company recorded net foreign exchange (gains) losses related to these
transactions of $1,164,000, $686,000 and $(36,000) in 2000, 1999 and 1998, respectively.

Foreign Currency Forward Contracts

Through 1998, the Company entered into foreign currency forward contracts in anticipation of
movements in the dollar/yen exchange rate, which it used to hedge the purchase of certain inventory
components from Japanese manufacturers. The Company did not enter into these contracts for trading
purposes. Contracts were generally established with a maturity date within six months of the purchase
date. Hedged inventory transactions were included in the Statement of Cash Flows as operating
activities. Transaction gains or losses due to exchange rate movements were recorded upon settlement
of the transaction, deferred into inventory, and recognized in income as the underlying inventory was
sold.

Since 1998, the Company has not entered into any foreign currency forward contracts or other
derivative instruments to hedge inventory transactions. Accordingly, there were no such instruments
outstanding at December 30, 2000 and January 1, 2000.

Fair Value of Financial Instruments

The carrying amount of cash and cash equivalents, short-term investments, accounts receivable,
accounts payable, accrued liabilities, borrowings under the Company’s line of credit and the current
portion of long-term obligations in the consolidated financial statements approximate fair value because
of the short-term maturity of these instruments. The fair value of long-term obligations for notes
payable and capital leases was estimated by discounting the future cash flows using market interest
rates and does not differ significantly from the amounts reflected in the consolidated financial
statements.



Comprehensive Income
The Company has no items of comprehensive income.
Concentration of Credit Risk

The Company's customers include OEMs, resellers and end users. Financial instruments which
potentially subject the Company to concentrations of credit risk are primarily accounts receivable, cash
equivalents and short-term investments. The Company performs ongoing credit evaluations of its
customers' financial condition and, generally, requires no collateral from its customers. At December
30, 2000 and January 1, 2000, one customer accounted for approximately 27% and 21%, respectively,
of net accounts receivable. Another customer accounted for 18% and 15%, respectively, of net
accounts receivable at December 30, 2000 and January 1, 2000. At December 30, 2000, a third
customer accounted for 11% of net accounts receivable. At January 1, 2000, a fourth customer
accounted for 10% of net accounts receivable. No other customers accounted for 10% or more of net
accounts receivable at year-end for the two years presented. Accounts receivable are summarized as
follows:

December 30, January 1,
2000 2000
(In thousands)
Accountsreceivable...........ocoeeveereenen, $44,825 $45,018
Less: reserves and allowance for
NON-COlECHION .....cveieieecie e (7,413) (7,855)
$37,412 $37,163

Cash Equivalents and Short-Term Investments

The Company considers all highly liquid investments purchased with an original maturity of
three months or less to be cash equivalents. There were no such cash equivalents at December 30,
2000. Such cash equivalents aggregated $18,797,000 at January 1, 2000.

The Company periodically invests in held-to-maturity debt securities, which are recorded at
amortized cost. These include corporate bonds, government bonds and certificates of deposit. At
December 30, 2000 and January 1, 2000, these investments had maturity dates of ten months or less.
There were no unrealized gains or losses on such investments for the three years ended December 30,
2000.

Inventories
Inventories are stated at the lower of cost or market, cost being determined by the first-in, first-
out method, and include material, labor and manufacturing overhead. Inventories are presented net of

reserves for excess quantities and obsol escence of $7,301,000 and $9,569,000 at December 30, 2000
and January 1, 2000, respectively, and consist of the following:
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December 30, January 1,

2000 2000

(In thousands)
Raw materials and component parts................... $23,361 $15,694
WOTK-IN-ProCESS .....covvvrrereeeierienie e eeesie e 1,817 1,874
Finished goods..........ccceevvvvveneeenene e 14,965 9,237
$40,143 $26,805

Depreciation and Amortization

Property and equipment are recorded at cost. Depreciation is computed using the straight-line
method over the estimated useful lives of the respective depreciable assets. Software, computers,
furniture and machinery/equipment are depreciated over three years. Leasehold improvements are
amortized on a straight-line basis over the useful life of the asset or the lease term (three to twelve
years). Maintenance and repairs are expensed as incurred and improvements are capitalized.

The Company continually evaluates long-lived assets, based on the net future cash flow
expected to be generated from the asset on an undiscounted cash flow basis, whenever significant
events or changes in circumstances occur which indicate the carrying amount may not be recoverable.
If that analysis indicates that an impairment has occurred, we measure the impairment based on a
comparison of discounted cash flows or fair values, whichever is more readily determinable, to the
carrying value of the related asset.

Warranty Costs

A provision for estimated future costs which may be incurred under the Company's various
product warranties is recorded when products are shipped.

Advertising Costs

Advertising costs are expensed as incurred. Advertising expense was $4,830,000, $4,243,000
and $7,626,000 in 2000, 1999 and 1998, respectively.

Research and Development Costs
All research and development costs are expensed as incurred.
Net Income (Loss) Per Share

Basic net income (loss) per common share is based on the weighted-average number of shares
of common stock outstanding during each respective period. Diluted net income (loss) per common
share adds to basic weighted shares the weighted-average number of shares of potential common shares
(dilutive stock options) outstanding during each respective period. Proceeds from the exercise of the
potential common shares are assumed to be used to repurchase outstanding shares of the Company's
common stock at the average fair market value during the period. In aperiod in which alossis
incurred, only the weighted-average number of common shares is used to compute the diluted loss per
share, as the inclusion of potential common shares would be anti-dilutive. In all years presented, basic
shares equal diluted shares because inclusion of potential common shares would be anti-dilutive.
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Options to purchase 3,371,000, 2,941,000 and 2,742,000 shares of common stock were
excluded from dilutive stock option calculations for 2000, 1999 and 1998, respectively, because their
exercise prices were greater than the average fair market value of the Company's stock for the period,
and as such they would be anti-dilutive.

In addition, for 2000, 1999 and 1998, options to purchase 1,249,000, 1,099,000, and 1,102,000
shares of common stock, respectively, were excluded from the diluted computation above because of
their anti-dilutive effect on net loss per share. Inclusion of these shares would have resulted in
additional dilutive stock options outstanding of 300,000, 45,000, and 117,000, respectively.

Since December 30, 2000, the Company has issued 3,747,000 stock options with exercise
prices between $2.09 and $2.59, which could have a dilutive effect on future diluted net income per
common share.

Use of Estimates

The Company has prepared these financial statementsin conformity with generally accepted
accounting principles which require the use of management's estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent liabilities, as well as the reported
amounts of revenue and expenses. Accordingly, actual results could differ from the estimates used.

Reclassifications

Certain reclassifications have been made to historical information to correspond to the 2000
financial statement presentation.

New Accounting Pronouncements

In June of 1998 the Financial Accounting Standards Board ("FASB") issued Statement of
Financial Accounting Standards No. 133, "Accounting for Derivative Instruments and for Hedging
Activities' ("SFAS 133"). SFAS 133, as amended, requires the Company to recognize all derivatives
on the balance sheet at fair value. The gains or losses resulting from changes in the fair val ue of
derivative instruments will either be recognized in current earnings or in other comprehensive income,
depending on the use of the derivative and whether the hedging instrument is effective or ineffective
when the hedging instrument changes in fair value. The Company will adopt SFAS No. 133 effective
for the first quarter 2001. Management anticipates that the adoption of SFAS No. 133, as amended,
will not have a future material impact on its consolidated financial position, results of operations, or
cash flows as it does not currently anticipate entering into derivative instruments.

NOTE 2 - PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

December 30, January 1,
2000 2000
(In thousands)

Equipment and furniture....................... $69,880 $108,056
Equipment under capital leases............. 2,599 1,826
Leasehold improvements............cc.c..... 20,869 17,572

Less: accumulated depreciation and
aMOrtiZation........ccoceveveeerceeeieseenn (74,594) (102,746)
$ 18,754 $ 24,708
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Depreciation expense was $12,834,000, $15,583,000 and $16,619,000 in 2000, 1999 and 1998,
respectively. Accumulated amortization of equipment under capital |eases was $1,799,000 and
$1,446,000 at December 30, 2000 and January 1, 2000, respectively. Amortization of equipment under
capital leases is included in depreciation expense. In 2000, the Company incurred restructuring
charges, which included fixed asset write-downs (see Note 11).

NOTE 3 - ACCRUED LIABILITIES

Accrued liabilities consist of the following:

December 30, January 1,
2000 2000

(In thousands)
Wages and employee benefits.............. $7,610 $6,083
Warranty costs, current portion............ 2,676 3,536
Other ..o 4,271 4,196
$14,557 $13,815

NOTE 4 - DEBT
Line of Credit

In May 2000, the Company entered into a new bank line of credit agreement with Congress
Financial Corporation ("Congress"), a subsidiary of First Union Bank Corporation which expires May
16, 2003. Originally, this agreement allowed borrowings up to the lesser of 80% of eligible accounts
receivable or $20.0 million. In February 2001, this agreement was amended to increase the borrowing
limit to $25.0 million. This amendment also added 25% of eligible finished goods inventory to the
borrowing base. On the date of the amendment of the line, the overall amount available to borrow was
$19.6 million. This amount changes daily based upon the levels of the underlying inventories and
accounts receivable. Eligible accounts receivable excludes invoices greater than 60 days past due,
some foreign receivables and other items identified in the agreement. Eligible finished goods inventory
excludes slow moving inventory and other items identified in the agreement. Collateral for this
agreement includes accounts receivable and inventory, as well as certain off balance sheet assets.

Borrowings under the line of credit bear interest at the lower of the bank's prime rate +1% or
"LIBOR" + 3%. Offsetting the amount available under the line of credit is aletter of credit, which
collateralizes certain leasehold improvements made by the Company's subsidiary in Germany. This
letter is currently for DM 1,000,000 and decreases by DM 100,000 in August of each year until itis
fully depleted.

The line of credit prohibits the payment of dividends without prior bank approval, has a
minimum net worth covenant, and contains certain other covenants. The agreement contains certain
acceleration clauses that may cause all outstanding amounts to become immediately due in the event of
default. As of December 30, 2000, $12,307,000 in borrowings were outstanding and the Company had
$7,693,000 of remaining borrowing capacity. The Company was in compliance with all covenants at
December 30, 2000. See Note 14 of Notes to Consolidated Financial Statements.
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Long-Term Obligations

In 1999 and 1998, the Company entered into notes payable for $2,092,000 and $1,102,000,
respectively to finance the purchase of certain equipment, computer software and services. The 1999
note payable requires quarterly install ments of interest (7.2%) and principal through April 2001. The
1998 note payable requires monthly installments of interest (7.7%) and principal through January 2001
and is collateralized by the respective equipment. The Company has also entered into capital lease
obligations related to the acquisition of certain equipment. Other long-term obligations also include
the long-term portion of estimated warranty obligations and deferred revenue on on-site warranty
contracts.

The following represents future payments pursuant to these obligations as of December 30,

2000:
Capital
Notes Lease Deferred
Warranty Payable  Obligations Revenue Other Tota
(In thousands)
2200 $ - $ 297 $ 397 $1,505 $-- $2,199
2002....coiiiiieeeese s 2,056 -- 297 416 40 2,809
2200 F 4,623 - 118 133 - 4,874
2004 ..ot -- -- 84 63 -- 147
2005 ..o - - 42 62 -- 104
Thereafter ......ccoovveevvienn. - - - 273 -- 273
6,679 297 938 2,452 40 10,406
Less: amount representing
10105 1= R - (5) (108) -- -- (113)
Present value of payments. 6,679 292 830 2,452 40 10,293
Less: current portion -- (292) (350) (1,505) -- (2,147)
$6,679 $ - $480 $ 947 $40 $8,146

Interest expense aggregated $686,000, $477,000 and $607,000 in 2000, 1999 and 1998,
respectively.

NOTE 5 - CAPITAL STOCK AND STOCK COMPENSATION PLANS

At December 30, 2000, the Company had three stock-based compensation plans. The Company
applies APB Opinion 25 and related interpretations in accounting for its plans. Accordingly, no
compensation cost has been recognized for options granted at fair market value under its fixed stock
option plans and its stock purchase plan. Had compensation cost for the Company's three stock-based
compensation plans been determined based on the fair value at the grant dates for awards under those
plans consistent with the method of FASB Statement 123, the Company's pro forma results of
operations and pro forma net loss per share would have been as follows:

(In thousands, except per share data)

2000 1999 1998
Net loss:
ASTEPOMED ... $(41,268) $(88,407) $(2,767)
Proforma.......ccoeeeeeeeceeeeeeeeeee e $(44,634) $(90,558) $(5,929)
Basic and diluted net loss per share:
ASTEPOMED ...t $(1.83) $(3.97) $(0.12)
Proforma.......ccceeecceeeeceie s $(1.98) $(4.07) $(0.27)
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In all years presented, basic loss per share equals diluted loss per share because inclusion of
potential common shares would be anti-dilutive due to the Company’s net losses.

Fixed Stock Option Plans

Under the Incentive Stock Plan, the Company may grant options to its employees and directors
for up to 9,500,000 shares of common stock. Under the 1997 Non-Officer Stock Option Plan, the
Company may grant options to its employees (who are not officers or directors) for up to 5,000,000
shares of common stock. Under both plans, options are granted at an exercise price not less than the
fair market value of the stock on the date of grant. The options vest over periods up to 50 months and
expire 10 years after the date of grant, except in the event of the termination or death of the employee,
whereupon vested shares must be exercised within 90 days or six months, respectively, or they are
canceled.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes
option-pricing model with the following weighted-average assumptions:

2000 1999 1998
Estimated dividends............ccoooeeieiiiiieeneecececes none none none
Expected volatility .........ccooeiiiiiinieeeeee e 76% 57% 57%
Risk-free interest rate..........coceeveeeveereciececeeecieseene, 5.6%-6.8% 4.7%-6.6% 4.4%-5.9%
Expected life from vest date (years) ........ccccceeeereenee. 0.32 0.28 0.29

A summary of the status of the Company's fixed stock option plans as of December 30, 2000,
January 1, 2000 and January 2, 1999, and changes during the years then ended is presented as follows:

2000 1999 1998
Weighted- Weighted- Weighted-
Avg. Avg. Avg.
Shares Exercise Shares Exercise Shares Exercise
(000s) Price (000s) Price (000s) Price
Outstanding at beginning
Of VeI ..cviiiicee e 4,040 $11.26 3,844 $13.32 3,698 $15.98
Granted ........ooeeverenieeese e 1,940 7.32 1,462 530 1,326 7.09
EXErcised ....cocoovveveinineee e (143) 6.15 (33) 6.16 (29 5.07
Forfeited .......coovvvveneeneecee, (1,217) 10.06  (1,233) 10.76  (1,161) 14.82
Outstanding at end of year............... 4,620 $10.08 4,040 $11.26 3,844 $13.32
Options exercisable at year end........ 2,643 $12.51 2,394 $14.29 2,215 $15.97
Weighted-average fair value of
options granted during the year ... $3.73 $2.12 $2.86
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The following table summarizes information about fixed stock options outstanding at December
30, 2000:

Options Outstanding Options Exercisable
Number Weighted-Avg.  Weighted-Avg. Number Weighted-Avg.
Range of Outstanding Remaining Exercise Exercisable Exercise
Exercise Prices (000's) Contractual Life Price (000's) Price

$3.97- 6.19 1,205 8.7 years $5.32 378 $5.29
6.44- 7.81 1,709 8.4 years 7.44 682 7.17
8.00-17.13 1,159 5.1 years 13.14 1,037 13.47
17.50-35.63 547 3.2 years 22.35 546 22.35
4,620 7.0 years $10.08 2,643 $12.51

Employee Stock Purchase Plan

Under the Employee Stock Purchase Plan, the Company is authorized to issue up to 1,500,000
shares of common stock to its full-time employees, nearly all of whom are eligible to participate.
Under the terms of the plan, employees may elect to have up to 15% of their gross salaries withheld by
payroll deduction to purchase the Company's common stock. The purchase price of the stock is 85% of
the lower of market price at the beginning or end of each six-month participation period. Under the
plan, employees purchased 205,000, 206,000 and 162,000 shares in 2000, 1999 and 1998, respectively.

The fair value of each stock purchase plan grant is estimated on the date of grant using the
Black-Scholes model with the following assumptions:

2000 1999 1998
Estimated dividends..........cccccooveveveiecieennnnnn. none none none
Expected VOlatility ......cocoeevreeveernnnereeneens 76% 57% 57%
Risk-free interest rate.........ccovvveevrereerrerennnns 5.4%-6.2% 4.7%-4.9% 4.7%-5.4%
Expected life (Years) ....ooeeeveevvnievecereenene 0.5 0.5 0.5
Weighted-average fair value of
purchaserights granted.............ccccccevveunne. $2.18 $1.49 $2.34

Stockholder Rights Plan

The Board of Directors adopted on January 24, 1991 and amended on August 23, 1995 and
February 1, 2001, a Stockholder Rights Plan ("Rights Plan") in which preferred stock purchase rights
were distributed as a dividend at the rate of one right for each share of Exabyte common stock held as
of February 15, 1991. The Rights Plan is designed to deter coercive or unfair takeover tactics and to
prevent an acquiring entity from gaining control of the Company without offering a fair price to all of
the Company's stockholders. Each right will entitle the holders of the Company's common stock to
purchase one one-hundredth of a share of preferred stock at an exercise price of $75, subject to
adjustment in certain cases to prevent dilution. The rights are evidenced by the common stock
certificates and are not exercisable or transferable apart from the common stock until the earlier of ten
days after the date on which a person or group has acquired beneficial ownership of 20% or more of the
common stock (an "Acquiring Entity") or ten business days after the public announcement of the
commencement of a tender or exchange offer that would result in the Acquiring Entity owning 20% or
more of the common stock. Further, the rights generally entitle each right holder (except the Acquiring
Entity) to purchase that number of shares of the Company's common stock which equals the exercise
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price of the right divided by one-half of the current market price of the common stock if any person
becomes the beneficial owner of 20% or more of the common stock. If an Acquiring Entity purchases
at least 20% of the Company's common stock, but has not acquired 50%, the Board of Directors may
exchange the rights (except those of the Acquiring Entity) for one share of common stock per right. In
addition, under certain circumstances, if the Company isinvolved in a merger or other business
combination in which the Company is not the surviving corporation, the rights entitle the holder to buy
common stock of the Acquiring Entity with a market value of twice the exercise price of each right.

The Company is generally entitled to redeem the rights for $.01 per right at any time until ten
days following a public announcement that a 20% stock position has been acquired and in certain other
circumstances. The rights, which do not have voting rights, will expire on February 15, 2002, unless
redeemed or exchanged earlier by the Company pursuant to the Rights Plan.

NOTE 6 - INCOME TAXES

Pretax loss is subject to tax in the following jurisdictions:

(In thousands)

2000 1999 1998
DOMESEIC..ovveveeieeeeiee e $(40,251) $ (48,681) $(5,374)
FOreign.....ccovevere e (2,173) (2,507) (775)
$(42,424) $(51,188) $(6,149)

The provision (benefit) for income taxes consists of the following:

(In thousands)

2000 1999 1998
Current:
Federal .......cccoevvviveiiiie, $(1,417) $-- $2,443
ST 1= J S - - 1,428
FOreign. .....coeeeeneeceeee e (153) 274 114
Deferred:
Federal ... - 31,588 (6,180)
StAte i - 3,182 (1,187)
FOreign.....cooveereve e, -- 2,175 --
$(1,570) $37,219 $(3,382)
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Total income tax provision (benefit) differs from the amount computed by applying the U.S.

federal income tax rate of 35% to loss before income taxes for the following reasons:

2000 1999 1998
(In thousands)
U.S. federal income tax at
StaAtUtory rate.......ccceveveveeeennns $(14,848) $(17,916) $(2,152)
State income taxes, net of federal
benefit......ocoovvininii (807) (1,084) (63)
Valuation allowance.................... 14,599 56,149 --
Research and devel opment
CreditS..cvvvveieevee e (1,000) (1,000) (1,500)
TaX FESEIVES......eeueeeeie e (3,417) -- --
Foreign taxesin excess of 35% ... 608 1,396 376
(@14 1= SRS 1,295 (326) (43)
$(1,570) $ 37,219 $(3,382)
Deferred tax assets are attributable to the following:
December 30, January 1,
2000 2000
(In thousands)
Current assets:
WaAITANLY TESEIVE. .....vivieieieieieretereseee st tesese s e s besenas $2,857 $2,681
Accounts receivable FESEIVES.........coevereeieerene e 2,632 2,772
INVENTONY FESEIVES.......oiiiirie ettt e s 3,740 4,009
(01 07 S 2,552 2,367
11,781 11,829
Less: valuation allowanCe..........ccoveeeveevevenene e (11,781) (11,829)
$-- $--
Noncurrent assets:
Property and eqUiPMENt...........cccveevereeese e $4,936 $4,375
Net operating loss carryforwards:
DOMESLIC...cveeeeiriereeiesie e 45,332 31,672
[0 o [ T -- 2,000
Credit carryfOrwards.........cccooevevevenesreeresese s sese s 5,464 4,517
CreekPath investment ...........ccooeeerierene e 1,757 --
(€070 111 1 TSRS 814 928
(01 07 RS 664 828
58,967 44,320
Less: valuation allowanCe..........ccoeeeeeeeieenienene e (58,967) (44,320)
$-- $--

During 2000, the Internal Revenue Service concluded the examination of federal income tax
returns for the years 1994 through 1997 which resulted in refunds to the Company of $1,716,000. Of
this amount, $1,417,000 pertained to issues for which tax reserves had been recorded in prior years and
was recorded as a reduction of this provision for income taxes in the consolidated results of operations
for the year ended December 30, 2000.
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As of the second quarter of 1999, the Company recorded a deferred tax valuation allowance
equal to 100% of total deferred tax assets. Management considered a number of factors, including the
Company’s cumulative operating losses over the prior three years, short-term projected losses due to
the impact of delays in the release of the M2™ product, as well as certain offsetting positive factors.
Management concluded that a valuation allowance was required for 100% of the total deferred tax
assets as it is more likely than not that the deferred tax assets will not be realized.

At December 30, 2000, domestic net operating loss carryforwards of $112,144,000, which
expire between 2018 and 2020, are available to offset future taxable income. Utilization of $6,025,000
of the carryforwards is subject to an annual limitation of $670,000 through 2005. Foreign net operating
loss carryforwards may be carried forward indefinitely. In addition, the Company has unused research
and development credits of $4,383,000 which expire between 2012 and 2020 and alternative minimum
tax credits of $1,080,000 which may be carried forward indefinitely. Limitations on the annual amount
of carryforwards which can be utilized could occur should a change in control take place.

NOTE 7 - LEASE COMMITMENTS

The Company leases its office, production and sales facilities under various operating lease
arrangements. Most of the leases contain various provisions for rental adjustments including, in certain
cases, a provision based on increases in the Consumer Price Index. In addition, most of the leases
require the Company to pay property taxes, insurance and normal maintenance costs. The Company has
sublet certain of these leased spaces to third parties. The Company also |eases certain equipment under
operating leases. Future minimum lease payments under non-cancelable operating |lease arrangements
are as follows:

Gross Amount Sublease Net Amount

(In thousands)
2001..... e $5,520 $115 $ 5,405
2002 s 4,986 14 4972
2003... e s 3,890 -- 3,890
2004..... e s 2,803 -- 2,803
2005, s 1,053 -- 1,053
ThEr€after ..vvveeee e -- -- --
$18,252 $129 $18,123

Rent expense aggregated $5,770,000, $5,917,000 and $5,971,000 in 2000, 1999 and 1998,
respectively.

NOTE 8 - EMPLOYEE BENEFIT PLAN

The Company maintains a qualified Section 401(k) Savings Plan which allows eligible
employees to contribute up to 15% of their salaries on a pre-tax basis. As of January 1, 2001, Company
contributions to the plan are made in conjunction with the bi-weekly payroll and are not discretionary.
The Company recorded as expense matching contributions totaling $761,000, and $917,000 in 1999 and
1998, respectively. There were no matching contributions by the Company in 2000. Company
contributions are fully vested after four years of employment.

NOTE 9 — SEGMENT, GEOGRAPHIC AND SALESINFORMATION
Since 1998 all operations of the Company are considered one operating segment. Therefore, no

segment disclosures have been presented. The Company will continue to review the internal reporting
structure for future changes that could result in disclosure of additional segments.
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The following table details revenues from external customers by geographic area:

Revenues From External Customers

2000 1999 1998

(In thousands)
United States........ccovevrerennnns $156,755 $147,149 $201,973
Europe/Middle East................. 47,370 56,435 63,797
PaCific RiM ...cccovovreereene 13,130 14,715 17,020
(@131 4,487 4,528 3,715
$221,742 $222,827 $286,505

Foreign revenue is based on the country in which the customer is |ocated.
The following table details long-lived asset information by geographic area:

Long-lived Assets

December 30, January 1, January 2,
2000 2000 1999

(In thousands)
United States.........ccoovreerennne $15,982 $18,281 $22,021
Scotland.......covveeerenreineereens 3,060 3,703 3,429
GErMaNY ....coeereerrenrereereenens 576 3,132 3,313
PacCific Rim ..., 331 331 430
Other.....cvieererrereerene 232 285 279
$20,181 $25,732 $29,472

The following table details revenue by product line:

2000 1999 1998
(In thousands)
D P $83,907 $100,714 $155,325
Libraries....ccooooi i 74,308 46,575 56,486
1Y 1= 1 PP 55,874 67,668 67,113
Service, spares and other ...........c.cccevvviiiiviineeinne, 14,811 15,450 19,091
Sales alloOWaNCES .........ocvvveiiieiie e (7,158) (7,580) (11,510)
$221,742 $222,827 $286,505

The following table summarizes sales to major customers:

Net Sales
(In thousands) % of Total Net Sales
2000 1999 1998 2000 1999 1998
Ingram Micro................... $41,028 $29,967 $36,138 18.5% 13.5% 12.6%
TechData......cccocevevneee. 28,965 20,729 21,399 13.0 9.3 75
IBM oo 24,985 33,790 43,405 113 15.2 15.2
Sun Microsystems............. 16,780 24,400 31,505 7.6 11.0 11.0

No other customers accounted for 10% or more of sales in any of these periods.

F-20



NOTE 10 — QUARTERLY INFORMATION (UNAUDITED)

(In thousands, except per share data) 2000

Q4 Q3 Q2 Q1
NEL SAES....ceeeiirireeeee s $60,752 $60,100 $51,314 $49,576
LCT01ScY o[ (o)1) 14,950 11,208 13,286 10,213
NELTOSS..cviiieeese e (6,746) (11,305) (9,637) (13,580)
Basic and diluted net loss per share................ (0.30) (0.50) (0.43) (0.60)
(In thousands except per share data) 1999

Q4 Q3 Q2 Q1
NEL SAES....ceeeeiirerieere s $58,617 $53,041 $48,519 $62,650
GrosS Profit.....ccceceeceeceerere e seese s 10,8 7,286 6,319 15,539

08

NELTOSS...cviiviieieie e (11,913) (17,503) (55,491) (3,500)
Basic and diluted net loss per share................ (0.53) (0.78) (2.50) (0.16)

NOTE 11 - RESTRUCTURING

During the third quarter of 2000, the Company incurred $3,899,000 in charges related to a
restructuring, which will result in the closure of EMG. This restructuring was part of a plan adopted by
the Board of Directors on July 24, 2000, which outsourced a number of manufacturing operations to
Hitachi. The restructuring decision resulted in: (1) an immediate end to the manufacture of M 200
recording heads by EMG; (2) the planned termination of M2[0 scanner manufacturing by EMG by
approximately the first quarter of 2001; and (3) the planned shut down of the remaining M1 scanner
manufacturing by the middle of 2002. No assets were transferred as a result of the decision to
outsource M2™ scanner manufacturing to Hitachi and no technology was transferred. In addition, no
write-offs were taken or restructuring charges were incurred in connection with the M2 scanner
outsourcing to Hitachi. There has been no change in the method of accounting from transactions
between EMG and the Company and all assets not impacted by the restructuring continue to be
depreciated in a consistent manner.

These restructuring charges include employee severance and related costs of $1,613,000, excess
facilities costs of $718,000, the write-off of excess inventories of $879,000, the write-off of capital
equipment of $389,000 and other costs of $300,000. Workforce reductions involve 93 employees,
constituting all employees of EMG. All severance payments for these employees were contractually
defined, fixed and communicated during the third quarter of 2000.

Of these restructuring costs, $2,713,000 are included in cost of sales and $1,186,000 are
included in research and development costs. Approximately $1,268,000 of the total restructuring costs,
which relate to the write-off of excess inventories and capital equipment, do not involve future cash
payments.

Approximately $360,000 in severance and related costs and $139,000 of other costs were paid
during 2000. Employment at EMG was reduced by 40 employees as of December 30, 2000. The fixed
asset writedown resulted from a decision to immediately terminate the manufacture of M2 recording
heads, take the underlying assets out of service and hold those assets for sale. Actual losses on sales of
fixed assets were $333,000 lower than expected. Approximately $2,192,000 in accrued liabilities
remain at December 30, 2000 for |ease payments due on excess facilities, severance and related costs.
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The following table summarizes the activity related to this reserve for 2000:

Fixed
Severance Inventory Asset
and Excess Write- Write
(In thousands) Related Facilities Down Down Other Total
Restructuring charges..... $1,613 $718 $879 $389 $300 $3,899
Asset write downs.......... -- -- (879) -- -- (879)
Loss on sale of assets..... -- -- -- (56) -- (56)
Cash payment................. (360) -- -- -- (139) (499)
Additional charges/
adjustments......... 74 a1 -- (333) (55) (273)
Balance, December 30,
201010 IO $1,327 $759 -- -~ $106 $2,192

During the third quarter of 1999, management determined that the division of the Company into
three operating segments was no longer appropriate due to the amount of overhead required to maintain
this structure. The Company incurred $2,446,000 in pretax restructuring charges to combine its three
operating segments under common management. These costs included severance, outplacement and
benefits for the resulting workforce reduction of approximately 143 employees. All areas of the
Company were impacted by the workforce reduction.

Approximately $664,000 of these costs were included in cost of sales, $1,453,000 were
included in selling, general and administrative costs and $328,000 were included in research and
development costs.

Severance and related costs of $2,154,000 were paid in cash during 1999. The remaining
severance and related cost accruals were paid during the first half of 2000.

The following table summarizes the activity related to the 1999 restructuring reserve for 1999
and 2000:

Severance and Related

(In thousands)

Restructuring charges............cccooeveueeenn. $2,446
Cash payments .........ccoeeeeveieinieeieeeieeeenn. (2,154)
Balance, January 1, 2000..........c..cccuuneeee. 292
Cash payments ........cooeeeveeeiiieiiieeieeennne. (292)
Balance, December 30, 2000.................. $------

NOTE 12 - CONTINGENCIES

The Company is, from time to time, subjected to certain claims, assertions or litigation by
outside parties as part of its ongoing business operations. The outcomes of any such contingencies are
not expected to have a material adverse impact on the financial condition or results of the operations of
the Company.

During 1999 the Company was engaged in a patent dispute with Ecrix Corporation, whereby the
Company alleged unauthorized use of Exabyte patents by Ecrix. When negotiations failed, a series of
Complaints and Cross-Complaints were filed by both parties. In June 2000 the parties entered into a
settlement agreement. Ecrix agreed to reimburse the Company for $450,000 of legal fees associated
with the dispute. In addition, Ecrix issued a $300,000 note payable, which was paid in December 2000,
to the Company as well as 400,000 shares of Ecrix Series D preferred stock, with an estimated fair
value of $0.80 per share. The Company is accounting for the investment in Series D preferred stock
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using the cost method. The investment isincluded in other long-term assets in the accompanying
balance sheet.

The Company has entered into development agreements with Hitachi Corporation for the
development of certain M2 and M3 components and manufacture of engineering prototypes. Under
these agreements, which are cancelable by either party by giving notice and without cost or penalty, the
Company will retain all technology rights for data storage applications. Neither party is obligated to
pay royalties. Amounts are expensed based upon the performance of services by Hitachi or receipt of
engineering prototypes.

NOTE 13 - INVESTMENT IN CREEKPATH SYSTEMS, INC.

In December 1999, the Company formed a wholly owned subsidiary, CreekPath Systems Inc.
("CreekPath"), and received 10,000 shares of CreekPath common stock in exchange for $1,000.
CreekPath is a developer of solutions, which enable the economical delivery of managed storage
services. CreekPath had no operations during 1999.

During 2000, the Company received 8,500,000 shares of CreekPath Series A Convertible
preferred stock in exchange for the contribution of certain intellectual property and $3,312,000 which
includes cash, payment of operating expenses on behalf of CreekPath and fixed assets. Until December
20, 2000, Exabyte owned 100% of the outstanding common and preferred stock of CreekPath.
Accordingly, the Company consolidated the results of CreekPath into the Company's financial
statements.

On December 20, 2000, CreekPath sold 16,550,000 shares of Series B Convertible preferred
stock in exchange for (1) the conversion of approximately $2,100,000 in convertible bridge loans with
Exabyte, whereby Exabyte received 1,500,000 shares of Series B convertible preferred stock; and (2)
$15,500,000 in cash proceeds from outside investors. Of the total offering, 5,000,000 shares were
issued to outside investors in January 2001 and the related proceeds of $5,000,000 were received
subsequent to year end. As aresult of this transaction, Exabyte no longer controlled CreekPath as the
Company held less than a majority of the outstanding voting stock. Accordingly, the Company's
investment was accounted for on the equity method as of December 20, 2000, on a prospective basis.

Series A and B preferred stock have essentially identical rights which include (1) voting rights
identical to common stock; (2) aliquidation preference over common stock; and (3) conversion rights,
at the option of the holder, into an equal number of common shares. All of the outstanding common
and preferred shares of CreekPath are not registered with the Securities and Exchange Commission
under the Securities Act of 1933, as amended, and have further contractual restrictions on subsequent
sales.
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As of December 30, 2000 and for the fiscal year then ended, CreekPath had the following
balance sheet and results of operations:

(In thousands)
Balance Sheet:

Current assets, including €ash Of $9,547 ..o $9,688
NON-CUITENT @SSEES ....eieieiii et ettt et e e e e e e e enans 2,427
_ $12,115

LN T A L= o SRR $ 1,743
S 0Tod 1] Ko =T R =T U Y2 10,372
$12,115

Results of operations:
REVENUE. ... ettt ettt et e e e e e et e e e e e e e ettt r e e e e e e e eerna e s $ 230
(0101 (3= g0 [ 0 1= 1SS 5,188
[N L= 01PN $(4,958)

During 2000, the majority of CreekPath's revenue related to contracted services. Exabyte
reflected | osses of $4,607,000 through consolidation and $414,000 of losses under the equity method.
As of December 30, 2000, the Company's carrying amount of its investment in CreekPath was
$343,000, which is recorded in other long-term assets.

NOTE 14 - SUBSEQUENT EVENTS

On January 29, 2001, the Company issued a warrant to purchase up to 150,000 shares of
common stock at a price of $1.50 per share to its investment advisor. The warrants have a term of one
year.

In March 2001, the Company completed a reduction in its workforce in order to reduce
expenses, minimize ongoing cash consumption and to simplify its management structure. All areas of
the Company were impacted by the workforce reduction. These reductions reduced the workforce by
approximately 235 (211 domestically and 24 in Europe) persons and will result in a severance charge to
operations in the first quarter of 2001 of approximately $498,000.

As of March 31, 2001, the Company was in violation of the tangible net worth covenant of its
line of credit agreement with Congress Financial Corporation. On April 12, 2001, Congress waived the
covenant violation.

On April 12, 2001, the Company entered into an agreement with a private investor, whereby the
Company agreed to issue 1,500,000 shares of Series G preferred stock to the investor for total proceeds
of $3,000,000. The dividends accrue at a rate of 9% per annum and are compounded if not paid.
Dividends must be paid in cash, except that they may be paid in shares of common stock, at a price of
$2.00 per share, if we are prohibited from paying cash dividends under any agreement in place as of
April 16, 2001. Our bank line of credit agreement with Congress Financial Corporation currently
prohibits the payment of cash dividends. Series G preferred stock also participates in any dividends on
the common stock, when and if declared, on an as-converted basis. Series G preferred stock has a
liquidation preference over common stock and conversion rights, at the option of the holder, into shares
of common stock at a conversion price of $2.40 per share, subject to adjustment. The holder of the
Series G preferred stock is entitled to vote with shares of common stock (and not as a separate class) on
an as-converted basis at any annual or special meeting of the Company’s stockholders; provided,
however, that without the prior written unanimous consent of the Series G preferred stock, the
Company may not take certain actions, including asset transfer or acquisition (which terms are defined
in the Certificate of Designation). The Company has agreed to register for resale the shares of Series G
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preferred stock as well as the underlying shares of common stock issuable upon conversion, or payment
of dividends when, as and if, declared by the board of directors on the Series G preferred stock. The
terms of the Series G share purchase agreement prohibit the Company, except for certain permitted
issuances, from selling common stock, or securities convertible or exercisable into common stock
during the period ended June 15, 2001 for a price per share, or having an exercise or conversion price
per share, of less than $2.40. In that case, the Company is required to pay an amount in cash equal to
the difference between the sale price and $2.40 multiplied by the number of shares of common stock
into which the Series G preferred stock is then convertible. The Company is also prohibited from
taking certain actions, such as an asset transfer or acquisition, without the unanimous prior written
consent of the Series G preferred stock holders.
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FINANCIAL STATEMENTS — THREE MONTHS ENDED MARCH 31, 2001

EXABYTE CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(Unaudited)

(In thousands, except per share data)

ASSETS
Current assets:

Cash and cash equivalents ............cccooiiiiiiiiiiii e,
Short-term iNVESEMENES. .. ..o

Accounts receivable, less allowance for doubtful accounts
and reserves for customer returns and credits of $5,459

and $7,413, respectiVelY ...c..uoveiiiiiiiiiiiiiieeei e
INVENLOTIES, NEL ....oiiiiii e

Other CUrrent @SSELS........iiiiiiiieiiiiie et

Total current assetsS ......o..oveeeiiieiiiiiiee e

Property and equipment, Net ...........cooiiiiiiiiii e
Other 10Ng-term aSSetS. . ... oiiuu i

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable, including book overdrafts of $1,357 and

$2,343, TESPECHIVEIY 1oeeeiiiiiiiiii e
Accrued HabilitieS.....c.oiiii e
ACCrUed iNCOME LAXES. .. cuuiiiiiiiieei e eaee
Line Of Credit......iieiii e
Current portion of long-term obligations.............cccccccvevnnnnnne.

Total current liabilitieS.......cooevvviiiiiiieiiieeas

Long-term liabilities:

WaAITANTIES ...
Other long-term obligations...........ccooovviiiiiiiii e
StOCKhOIAErs’ @QUITY: ..uieeeiiii e

Preferred stock, $.001 par value; 14,000 shares authorized;

no shares issued and outstanding ...........cccoeeeeuiiieiiieeiineennnn.

Common stock, $.001 par value; 50,000 shares authorized;

23,234 ShareS iSSUEM .....ccuuiivnieiiieeee e
Capital in excess of par value .........ccoeeuieiiiiiiiiiiiiceeeeeee,
Treasury stock, at cost, 455 shares...........ccooeviiiiiiiiiiincnn,
Accumulated defiCit ........coooiviiiiiii e

Total stockholders' equity........ccooeviviiiiiiiiiiiincceee,

March 31, December 30,
2001 2000
$ 2,753 $3,159
90 90
29,153 37,412
39,588 40,143
2,208 2,807
73,792 83,611
17,154 18,754
998 1,427
$91,944 $103,792
$ 32,138 $ 26,944
11,390 14,557
605 633
14,544 12,307
2,142 2,147
60,819 56,588
8,242 6,679
1,375 1,467
23 23
69,154 69,154
(2,742) (2,742)
(44,927) (27,377)
21,508 39,058
$91,944 $103,792

The accompanying notes are an integral part of the consolidated financial statements.
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EXABYTE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In thousands, except per share data)

NEE SBIES ...t
COSt Of GOOAS SOIA. .. .ceuneiieieiii e

GrOSS PrOFiT. e e e e
Operating expenses:
Selling, general and administrative ..........cccooeiiiiiiiiiiie e

Research and development.........c..vviiiiiiie i

LOSS frOmM OPEratiONS......ccveiii i e e e e
Other income (EXPENSE), NEL ... vevniiii e

L 0SS DEfOre INCOME LAXES. ... iviieiieii e ens
Provision fOr iNCOME tAXES ... vuiniieiiiii e en e
Equity interest in net 10Ss Of INVESLEE........coeuiiiiiii e

[ 0 1

Basic and diluted net 10SS per Share..........co.vviiiiiiiiiiiiie e

Common shares used in the calculation of basic and diluted
NEL OSS PEF SNAIE ...t e

Three Months Ended

March 31, April 1,

2001 2000
$49,052 $49,576
45,558 39,363
3,494 10,213
11,333 13,436
8,901 10,360
(16,740) (13,583)
(460) 45
(17,200) (13,538)
(7) (42)
(343) --
$(17,550) $(13,580)
$(0.77) $(0.60)
22,779 22,454

The accompanying notes are an integral part of the consolidated financial statements.
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EXABYTE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands)

Cash flows from operating activities:

Cash received from CUSLOMErS ........coeviiiiiiiiiii e,
Cash paid to suppliers and emplOyees...........occuveiiiiiiiiiiiiiieiieeiee
INEErESt FECEIVED. .. ...t
L= =S A o - T o
[ gToTo] 4 a[= £= P d= T o = o
Income tax refund reCeiVed..........coouuiiiiiiii i

Net cash used by operating activitieS .........cccocceveviiiiiiiiiin e,

Cash flows from investing activities:
Purchase of short-term investments...........coovviiiiiiiici i
Proceeds from the sale of short-term investments .................cccceenee.
Capital eXPeNnitUIrES. ......c.uu i
Proceeds from the sale of fixed assetS........cocvvveiiiiiiiiiiiiiiieeeeane,
Net cash (used) provided by investing activities..............c....c......

Cash flows from financing activities:
Proceeds from issuance of common StocK.............cooevviiiiiiiininnnnnnns
Cash overdraft.......cccoiiiiii
Borrowings under line of credit .........coooeiiiiiiiiii
Payments on line of credit .........coovvii i
Principal payments on long-term obligations.............ccc.cccovvviieiin,
Net cash provided (used) by financing activities...............c..c.....

Net decrease in cash and cash equivalents............ccooovoiveiiiiii i,
Cash and cash equivalents at beginning of period...............ccoovviviennn.

Cash and cash equivalents at end of period...........cccooeeiiiiiiiiiiiiiiiiiin,

The accompanying notes are an integral part of the consolidated financial statements.
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Three Months Ended

March 31, April 1,
2001 2000

$57,290 $62,115
(59,433) (68,971)
14 474
(501) (87)
(33) (64)
-- 149
(2,663) (6,384)
-- (2,050)
-- 6,518
(910) (2,939)
8 3
(902) 1,632
-- 354
1,357 --
55,734 --
(53,497) --
(435) (454)
3,159 (100)
(406) (4,952)
3,159 25,610
$ 2,753 $20,658




EXABYTE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTSOF CASH FLOWS

(Unaudited)
(In thousands)

Reconciliation of net loss to net cash used by operating
activities:
NBL LOSS .ttt et
Adjustments to reconcile net loss to net cash used by
operating activities:
Depreciation, amortization and other .............cccoocviiivinienns
Provision for losses and reserves on accounts
FECEIVADIE ...
Equity in 0SS Of iNVESLEE.......c.uiiviiiiiiei e

Change in assets and liabilities:
ACCOUNES TECEIVADIE .. ot
INVENEOTIES, NEL . ceiitiii e
OthEr CUIMENE ASSELS. .. v ittt e aaanas
ONEr ASSELS ..ttt e
ACCOUNES PAYADIE .. ceeeiiie e
AcCrued labilitieS....civ i
ACCIUEH INCOME LAXES. .. et iiieiiei e ie et e e e e e e eans
Other long-term obligations............covvviiiiii e,

Net cash used by operating activitieS ..........c..ccoeveviviiiiiiin e,
Supplemental schedule of non-cash investing and financing

activities:
Capital lease obligations..........ccuiviiiiiiiiii e

Three Months Ended

March 31, April 1,
2000 2000
$(17,550) $(13,580)

2,502 3,794
(151) 2,193
343 --
8,410 10,275
555 (5,563)
599 159
86 229
3,837 (4,349)
(3,167) (867)
(28) 88
1,901 1,237
$(2,663) $(6,384)
$ - $473

The accompanying notes are an integral part of the consolidated financial statements.
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EXABYTE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
NOTE 1--ACCOUNTING PRINCIPLES

The consolidated balance sheet as of March 31, 2001, the consolidated statements of operations
for the three months ended March 31, 2001 and April 1, 2000, as well as the consolidated statements of
cash flows for the three months ended March 31, 2001 and April 1, 2001, have been prepared by
Exabyte Corporation (the "Company") without an audit. In the opinion of management, all
adjustments, consisting only of normal recurring adjustments necessary for afair presentation thereof,
have been made.

Certain information and footnote disclosures normally included in financial statements prepared
in accordance with generally accepted accounting principles have been condensed or omitted. Itis
suggested that these consolidated financial statements be read in conjunction with the financial
statements and notes thereto included in the Company's annual report for the fiscal year ended
December 30, 2000 to stockholders filed with the Commission as Part |1 to the Company's Annual
Report on Form 10-K. The results of operations for interim periods presented are not necessarily
indicative of the operating results for the full year.

We have incurred operating losses over the last four years. Additionally, as of March 31, 2001,
we had only $5,329,000 of remaining borrowing capacity under our line of credit. Asaresult, we are
currently reassessing our business and investigating various strategic alternatives that could increase
our liquidity. These alternatives may include one or more of the following:

- saleof all or part of our operating and off-balance sheet assets;
- restructuring of current operations;

- additional equity infusions; or

- strategic alliance, acquisition or merger.

We have engaged an investment banker to assist in this process and will continue to explore
these and other options that would provide additional capital for our objectives and operating needs.
Should we be unsuccessful in achieving one or more of these actions, it is possible that we may be
unable to achieve our currently contemplated business objectives or establish enough funds to support
our operations, which could affect our ability to continue as a going concern. Also, as a result of our
current liquidity constraints, the report of our independent accountants on our 2000 consolidated
financial statements contains an explanatory paragraph related to this matter.

NOTE 2--INVENTORIES

Inventories, net of reserves for excess of quantities and obsolescence, consist of the following:
(In thousands)

March 31, December 30,

2001 2000
Raw materials and component parts..................... $25,267 $23,361
WOrK-IN-PrOCESS.......uiiivuieiiieiiiieeieeee e eee e e eeanns 1,425 1,817
Finished goods..........cccovviiiiiiii e, 12,896 14,965
$39,588 $40,143
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NOTE 3--ACCRUED LIABILITIES

Accrued liabilities consist of the following:
(In thousands)

March 31, December 30,

2001 2000
Wages and employee benefits.............ccveeeeinnnn.e. $6,459 $7,610
Warranty and other related costs.............c.cceuen. 3,440 2,676
OthEr e 1,491 4,271
$11,390 $14,557

NOTE 4--BASsIC AND DILUTED EARNINGS PER SHARE

The calculation of basic and diluted earnings per share ("EPS") is as follows:
(In thousands, except per share data)

Three Months Ended
March 31, April 1,
2001 2000
Basic and diluted EPS computation:
NEt 0SS ..vuiieiiiiiiiie e $(17,550) $(13,580)
Common shares outstanding .............. 22,779 22,454
Basic and diluted EPS........................ $ (0.77) $ (0.60)

Options to purchase 7,097,000 and 2,032,000 shares of common stock were excluded from
dilutive stock option calculations for the first quarter of 2001 and 2000, respectively, because their
exercise prices were greater than the average fair market value of the Company's stock for the period
and as such, they would be anti-dilutive. Additionally, options to purchase 86,000 and 3,339,000
shares of common stock were excluded from the computation of diluted earnings per share for the first
quarter of 2001 and 2000, respectively, as these options are antidilutive as a result of the net loss
incurred.

Since March 31, 2001, the Company has issued 345,000 stock options with exercise prices
between $0.94 and $1.04, which could have a dilutive effect on future diluted net income per common
share.

NOTE 5-—RESTRUCTURING

In March 2001, the Company completed a reduction in its workforce in order to reduce
expenses, minimize ongoing cash consumption and to simplify management structure. All areas of the
Company were impacted by the workforce reduction. These reductions reduced the workforce by
approximately 235 persons (211 domestically and 24 in Europe) and resulted in a severance charge to
operations in the first quarter of 2001 of approximately $498,000. Of these costs, $223,000 were
included in cost of sales, $179,000 were included in selling, general and administrative costs and
$96,000 were included in research and development costs. All severance was paid during the first
quarter of 2001, and no accruals remain.
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During the third quarter of 2000, the Company incurred $3,899,000 in charges related to a
restructuring, which will result in the closure of a wholly-owned subsidiary, Exabyte Magnetics GmbH
("EMG"). This restructuring was part of a plan adopted by the Board of Directors on July 24, 2000,
which outsourced a number of manufacturing operations to Hitachi Digital Media Products Division of
Hitachi, Ltd. ("Hitachi"). The restructuring decision resulted in: (1) an immediate end to the
manufacture of M2 recording heads by EMG; (2) the termination of M2[0 scanner manufacturing by
EMG during April 2001; and (3) the planned shut down of the remaining M1 scanner manufacturing by
the end of 2003. No assets were transferred as a result of the decision to outsource M2™ scanner
manufacturing to Hitachi and no technology was transferred. In addition, there were no write-offs
taken or restructuring charges incurred in connection with the M20 scanner outsourcing to Hitachi.
There has been no change in the method of accounting for transactions between EMG and the Company
and all assets not impacted by the restructuring continue to be depreciated in a consistent manner.

These restructuring charges include employee severance and related costs of $1,613,000, excess
facilities costs of $718,000, the write-off of excess inventories of $879,000, the write-off of capital
equipment of $389,000 and other costs of $300,000. Workforce reductions involve 93 employees,
constituting all employees of EMG. All severance payments for these employees were contractually
defined, fixed and communicated during the third quarter of 2000.

Approximately $309,000 in restructuring costs were paid during the first quarter of 2001.
Employment at EMG was reduced by 11 employees during the quarter to 42 employees at March 31,
2001. Approximately $1,883,000 of accruals related to this restructuring remain at March 31, 2001.
We expect to pay the remainder of these accruals by the end of 2003.

The following table summarizes the activity related to this reserve for 2000 and the first quarter
of 2001:

Fixed
Severance Inventory Asset
and Excess Write- Write
(In thousands) Related Facilities Down Down Other Total
Restructuring charges.......... $1,613 $718 $879 $389 $300 $3,899
Asset write downs............... -- -- (879) -- -- (879)
Loss on sale of assets.......... -- -- -- (56) -- (56)
Cash payments.................... (360) -- -- -- (139) (499)
Additional charges/
reclassifications.............. 74 41 -- (333) (55) (273)
Balance, December $1,327 $759 -- -- $106 $2,192
30, 2000.......cccvveeeriinnnnn.
Cash payments.................... (232) (20) -- -- (57) (309)
Balance, March 31, 2001 ..... $1,095 $739 -- -- $49 $1,883

NOTE 6--CONTINGENCIES

The Company is, from time to time, subject to certain claims, assertions or litigation by outside
parties as part of its ongoing business operations. The outcomes of any such contingencies are not
expected to have a material adverse impact on the financial condition or results of operations of the
Company.

The Company has entered a development agreement with Hitachi Corporation for the

development of certain M3 components and manufacture of engineering prototypes. Under this
agreement, the Company has a maximum obligation of approximately $2,500,000 for development
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activities, $700,000 for prototype parts and $2,800,000 for tooling costs. No expenses have been
incurred under this agreement through March 31, 2001. Under this agreement, which is cancelable by
either party by giving notice and without cost or penalty, the Company will retain all technology rights
for data storage applications. Neither party is obligated to pay royalties. Amounts are expensed based
upon the performance of services by Hitachi or receipt of engineering prototypes.

NOTE 7--SUBSEQUENT EVENTS

On April 12, 2001, the Company entered into an agreement with a private investor, whereby the
Company agreed to issue 1,500,000 shares of Series G preferred stock to the investor for total proceeds
of $3,000,000. The dividends accrue at a rate of 9% per annum and are compounded if not paid.
Dividends must be paid in cash, except that they may be paid in shares of common stock, at a price of
$2.00 per share, if the Company is prohibited from paying cash dividends under any agreement in place
as of April 16, 2001. The Company's bank line of credit agreement with Congress Financial
Corporation currently prohibits the payment of cash dividends. Series G preferred stock has a
liquidation preference over common stock and conversion rights, at the option of the holder, into shares
of common stock at a conversion price of $2.40 per share, subject to adjustment. The holder of the
Series G preferred stock is entitled to vote with shares of common stock (and not as a separate class) on
an as-converted basis at any annual or special meeting of the Company’s stockholders; provided,
however, that without the prior written unanimous consent of the Series G preferred stock, the
Company may not take certain actions, including asset transfer or acquisition (which terms are defined
in the Certificate of Designation). The Company has filed an S-1 and is in the process of registering
for resale by the investor the shares of Series G preferred stock as well as the underlying shares of
common stock issuable upon conversion, or payment of dividends when, as and if, declared by the
board of directors on the Series G. Except for certain permitted issuances, the Company is prohibited
from selling common stock, or securities convertible or exercisable into common stock during the
period ended June 15, 2001 for a price per share, or having an exercise or conversion price per share of
less than $2.40. In that case, the Company is required to pay an amount in cash equal to the difference
between the sale price and $2.40 multiplied by the number of shares of common stock into which the
Series G preferred stock is then convertible

As of March 31, 2001, the Company was in violation of the tangible net worth covenant of its

line of credit. On April 12, 2001, the Company obtained a waiver from the lender in regard to the
current covenant violation.
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	General information about these risk factors and our company.







	These risk factors contain important information about our business and you should read them carefully
	You should read these risk factors together.
	We may not update these risk factors in a timely manner.
	
	
	
	
	
	
	We need additional funding to support our operations.  Our inability to obtain additional funding may harm our ability to continue as a going concern.
	General information and risk factors.







	3.1	Our success depends on many factors, the most significant of which is our ability to successfully transition ourselves into a strong automation company.
	3.2	Media sales represent 39% of our first quarter revenues.  Any shortfall in media sales could harm our results of operations.
	3.3	We have encountered difficulties manufacturing M2™ because of its complex design, which has harmed our ability to produce and sell the product.  Our inability to successfully resolve these issues may harm our operating results.
	3.4	Our inability to obtain enough media from three suppliers has in the past and could in the future inhibit our production and sales of our tape drives and associated libraries.
	3.5	In addition to our ability to successfully transition to an automation company, we also believe that our success depends on our ability to produce and sell our M2™ tape drive.
	3.6	We previously experienced problems introducing our original MammothTape™ tape drive on time.  If we experience similar problems with introducing future produces, we could experience losses in market share and credibility, which would harm our operati
	3.7	Managing our inventory levels is important to us because excess inventory reduces cash available to us for funding our operations, or may cause us to write off excess inventory, negatively impacting our operating results.
	3.8	Maintaining inventory on behalf of our customers at a third party warehouse has increased and may continue to increase our overhead costs.  We may be unable to pass these cost increases on to our customers.
	3.9	If companies introduce new technologies, such as optical disk, optical tape or DVD, into the data storage market, our tape products may become obsolete.
	3.10	If we do not enhance our tape technology to keep pace with our competitors, our products will not remain competitive.
	3.11	We must accurately time the introduction and withdrawal of our products into and out of the data storage market because it affects our revenue and inventory levels.
	3.12	We must continue to develop and introduce technologically compelling automated library products which automate competitive storage technologies, such as AIT, LTO™ Ultrium™, or DLTtape™, or other future non-tape technologies, in order for us to impro
	3.13	We experience many risks regarding our efforts to outsource tape drive manufacturing to Hitachi and library manufacturing to Shinei Sangyo, including our inability to obtain enough product from these sole source suppliers, maintaining a duplicate ma
	3.14	We automated competitive DLT technology late and may experience market share loss if we cannot automate in a timely manner new competitive technology developed in the future.
	3.15	Any inability to obtain components, such as scanners or recording heads, from our suppliers would affect our ability to manufacture our products.
	3.16	Our dependencies on sole-source suppliers may cause a reduction in our level of control over delivery, quantity, quality and cost of the product.
	3.17	We rely on third party manufacturers, which may weaken our intellectual property protection, create a reliance on the manufacturers to produce our products, or expose us to market risks associated with foreign manufacturers.
	3.18	We may be unable to increase our production to meet sudden, unexpected demands by OEM customers.
	3.19	The storage backup market is very competitive and may cause us to decrease our product pricing or affect our product sales.
	3.20	We rely on the sales to a small number of customers for a large portion of our overall sales.
	3.21	We rely on the information technology markets for workstations, mid-range computer systems and network systems to create demand for our products.  Any slowing of these markets would adversely affect sales of our products.
	3.22	Third parties may bring claims against us for monetary damages suffered as a result of our products failing to backup or restore data.  These monetary damages could be significant.
	3.23	We may lose our entire investment in CreekPath should they fail to succeed or if the market in which CreekPath participates cannot sustain CreekPath's growth.
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	3.26	Factors such as variations in our quarterly results of operations, progress in addressing issues with producing our M2™ tape drives and competitive press announcements may cause our stock price to fluctuate.
	3.27	Factors such as economic conditions, industry or market shifts, or product price erosion may cause our quarterly results of operations to fluctuate.
	3.28	SEC and FASB interpretations may cause us to restate how we report our earnings.
	3.29	Foreign taxing authorities may assert that intercompany transactions between us and our subsidiaries were not in accordance with their tax laws, and they may try to assess material penalties against us for these alleged violations.
	3.30	Even though we take many steps to protect our proprietary rights, such as filing patents and executing non-disclosure agreements, our proprietary rights may not be fully protected.  Additionally, someone may infringe on our proprietary rights, or we
	3.31	Any lawsuits by shareholders, which may allege claims such as we failed to adequately disclose material facts associated with our business, could lead to costly litigation or unfavorable settlement terms.
	3.32	Obtaining some of our product components from foreign business, such as Hitachi and Shinei Sangyo, exposes us to risks on the import of our components, such as fluctuating currency exchange rates, particularly an adverse exchange movement of the U.S
	3.33	Foreign exchange rate fluctuations  may harm our international sales, which represent almost one-third of our total revenue.
	3.34	Regulations by the U.S. and other governments may impact our ability to trade with certain parties and/or export or import goods and services.
	3.35	Some of our subsidiaries operate in foreign countries.  This could expose us to risks, such as adverse foreign exchange rate fluctuations or an inability to enforce our legal rights in those countries.
	3.36	We have taken measures to deter a hostile takeover or adverse change in control, including adopting a shareholder rights plan.
	3.37	We rely on our IT systems to operate our businesses.  There are significant costs associated with upgrading and maintaining our IT systems.
	
	
	
	
	
	
	The absence of a public market for our securities could reduce the price at which they may be sold and the ability to sell them.







	4.1 There is currently no public market for our preferred stock.
	4.2   Nasdaq could delist our common stock if we do not continue to meet Nasdaq's financial, corporate governance, and other standards for continued listing
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