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07/08/96 Closed Cases with pending Collected Items
18:13:10 01/0171991 thru 1273171691
Collected Item Type: General
Category Type: AUl

Case Number: SF-087A~40454 Case Agent: FROCHT LINDA L Closed: 01/17/91

Description
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Bulky Exhibit - Inventory of Property Acquired as Evndence
FD-192 (Rev. 6-9-82)

Date
16/31/88
_ Title and Character of Case
UHNSUB(S)
ILLEGAL IMPORTATION AND SALE OF Icb BY ATARI CORP
Date Property Acquired Source From Which Property Acquired
16/28/788
Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same
SJRA BULKY lo- EVIDENCE
To Be Returned| See Serial | Agent Submitting Property or Exhibit Agent Assigned Case -
O Yes £ No SA SA (

1 Yes F No Grand Jury Material - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. /

1) CHIP ROOM SECURITY PROCEDURES ‘
2) IRVENTORY LIST "£101712" (2 PAGES)
3} TIHPORT LOG 9/RX 21/88 .

4) I_Q.RJ.GIILAJ_S.HJ.P_DECLARATIDN "D48197"
5) DELIVERY RECEIPT, FILE# 881048171

6} TEDDY B-AIR FREIGHT DELIVERY RECEIPT# 81940
7) _ATARY SECURITY SIGN-IN REGISTER DATED 9/12/88

Description of Property or Exhibit . /

3) PACKIHG LIST DATED 9/28/88 1

9) DELIVERY ORDER DATEB 10/10/88 CARRIER: FLVYIUG TIGER \

10) H u " URITED AIRLIHES q

11) ATARI SHIPPING DECLARATIOH SHIPPED TO NP . DATED 9/12/88 {

12) ATARI 1988 1st QUARTER BEPORT )

13) i 1988 2nd QUARTER REPORT A_A
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Memorandum
i
To : SAC, SAN FRANCISCO (37A- Date 9/9/88
bé
From SA b7C
- Vd
/A
Subject : UNSUB(S) ; ﬁZLL GAL
IMPORTA D SALE
OF INT D CIRCUITS
BY ATARI 9 RPORATION
1196 BORREGAS AVE.,
SUNNYVALE, CA;
ITSP; FBW
00: SF
On 9/8/88 SF furnished. the following 7 f/«‘
information: (k/i)x

ATARI Corporation has been importing large quantities &Lma/
of integrated circuits from Taiwan, which arrive in boxes marked
mgoftware," not integrated circuits. Upon receipt, the circuits
are put.in a special location at the facility.at 390 Caribbean Dr.,
Sunnyvale, and are kept undestrict .lock and key. They are then ]
"sold to other companies, whose representatives arrive and jokingly
sign in using fictitious names. Payment is made by the buyers
issuing blank cashiers' checks. ' Source has seen these in the
‘amounts of 1.5 million dollars and 8 million dollars. This money
is deposited in a bank account in New York. Source is certain
that what is declared on the incoming custom's declaration is
not the correct information, and source is certain that Atari
is purchasing the circuits for approximately three dollars
apiece, and is selling them for up to sixty-five dollars apiece.

In yiew of the above, it is recommended that an 87A-NEW
case be opened and assigned to writer.

LLF/11£
(2)




Bulky Exhibit - Inventory of Property Acquired as Evidence
FD-192 (Rev. 6-9-82)

Date
10/31/88

Title and Character of Case

UNSUB(S)

ILLEGAL IMPORTATION AND SALE OF Icb BY ATARI CORP
Date Property Acquired Source From Which Property Acquired

10/28/88
Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same

SJRA BULKY EVIDENCE
To Be Returned| See Serial | Agent Submitting Property or Exhibit Agent Assigned Case e
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Description of Property or Exhibit

1) CHIP ROOM SECURITY PROCEDURES

2) INVENTORY LIST "C101712" (2 PAGES)

3) TIMPORT LOG 9/RX 21/88

4) ORIGINAL SHIP DECLARATION "D48197"

5) KUEHNE & NAGEL DELIVERY RECEIPT, FILE# 881046171

6) TEDDY B-AIR FREIGHT DELIVERY RECEIPT# 81940

7) ATARI SECURITY SIGN-IN REGISTER DATED 9/12/88

8) DOVE PACKING LIST DATED 9/28/88

9) KUEHNE & NAGEL DELIVERY ORDER DATED 10/10/88 CARRIER FLYING TIGER
10) UNITED AIRLINES
11) ATARI SHIPPING DECLARATION SHIPPED TO MP SEPTEMS , DATED 9/12/88
12) ATARI 1988 1st QUARTER REPORT

13) " 1988 2nd QUARTER REPORT
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The following investigation was ‘conducted by SA
AT SANTA CLARA, CALIFORNIA -
‘ " On September 9, 1988J |advi$ed thatxsTYEK#
was located at 2161 Hutton Drive, Carrolton, 'Lexas, telephone
humber (214) 484-7812. ==~ T '
Source provided a handwritten list of dates, along
with document numbers, destinations and individuals associated
with shipments of integrated circuits which-had arrived at
Atari. Information on the list.includes the following: _
Date . ”-JDocmmﬁﬁxﬁmmbéh -Destinationion. .. - <Actual Sale - . Part Number
a } and Quantity

Documentation’ -

Avgust 22, - Styra~ 1 74761 DRAM

1988 - - : . .~Koral International
' AR ~.~.» 7 1:10 p.m. sign=in
.o icle license
August 18, ‘Styra” 7 cartons
1988 by
Roral International, !
1:35 p.m.
August 10, :
1988 88810-1 ' . Amor
‘ Koral International 12,985
! 10:50 a.m.
August 24, '
1988 ' 888241 - Styra \ | L 10,000

10:29 a.m.. (signed
-in as NSC) Koral:
International - Voo

He has seen also use the nam

Source ised that the individuals associated with Koral
International are] and land *

Another purchaser of the DRAMS is Classic Performance,
which is located on the East Coast. When they pick up integrated
circuits, they check the boxes in at the airport. Last Friday,
gegfember 2, 1988, they purchased 100,000 circuits for 1.5 million

ollars.
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The following investigation was conducted by SA

AT MOUNTAIN VIEW, CALIFORNIA

On September 9, 1988,| | advised that Koral

International Corporation, 6 ; “oriar_sunnyyglg*_gﬁlifornia
— Lsa wes n

| The company acts as a 'go between" between companies
and manufacturers. They have a reputation for having no scruples
and are intent on making money regardless of whatever sleazy
transactions are necessary.
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The following investigation was conducted by
SAl |

AT SUNNYVALE, CALIFORNIA"

On September 9, 1988,| |advised that a
shipment of one Mega Byte DRAMS arrived at Atari, 390 Caribbean,
at noon on September 9, 1988. When they arrived there were
already 300,000 Fujitsu DRAMS in the special r?gm, These parts
were labeled Source heard who

formerly worked at National Semi Conduetar and who heoan working

i in June and appears to be in the
DRAMS, state that | [said to not tell you
guys what's going on'. | further stated that Atari was

paying their taxes on the incoming shipments, and that they were

not violating any laws, and it was only a question of business

ethics. Source further stated that levery
i i i transactions. [did |

rom the special storage room except

fro the August and September files.

874 - Hod 54 -4
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a continuing disclosure was intiated with 4

" g 9/73-7573) (date) - “ ;
.S, Coadomns | - sion

(agency)

by —

and will be maintained until the conclusion

of the investigation.

Information furnished to: W W

Remarks:

\10"4’ 1) 1"38

FRl — SAN FRANGISC

gIn- Yo/ SH—8

FB1/DOJ

Employee Furnishing Information

‘f%)/b' YfSY




b2

"‘ 1" bé

- b7C
. ‘ b7D

SF .87A-40454
LLF/1mw

1

Ihe following investigation was conducted by

- SA

AT SAN JOSE, CALIFORNIA

on , 1988] ladvised that [ ]
256D DRAMS had arrived that morning packed in Motorola boxes.
The DRAMS were Samsungchips and they were delivered by Teddy
Bear Express. The shipments usually arrive with a packing slip
and an invoice, but the invoices are not specific. They normaily
state "five cartons of games, machines" etcetera. |
usuallv receives the packing documents, which he |
to . The shipments normally arrice at the sSan Francisco
or the San Jose Airport. Although source remembers that one
shipment of DRAMS in June arrived packed in software marked
cartons and stacked in the back of a large container that came
in from the Port of Oakland.

Also, on| | 1988, a of Mp
Systems of Los Angeles arrived to purchasel | DRAMS, which
were counted out to him by Atari employeeL_1 H The payment
for the DRAMS ($119,000), was wired in -an also

of MP, put in an oxder for 40,000 more DRAMS.

Source advised .that an annual report to Atari shareholders
stated that Atari was unable to pay any dividend to shareholders
because of the slow down caused by the shortage of DRAMS.and their
ability to produce ST computers. Atari also claimed a deferred
income tax.

@A -Hois -
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The following investigation was conducted by SA

AT SAN JOSE, CALIFORNIA

On September 13, 1988, U.S. Customs Agent

:l advised that Atari "UF" Corporation, 1196 Borregas
venue, Sunnyvale, California had records of numerous imports

under shipper ion| | Their registered
broker wa L of 1,057 entries per year, only 14
were intensive, most were duty free and required no examination
on entry through San Francisco International Airport. For
July and August there were 11 entries, July 29, 1988, August 2,

1988, August 9, 1988, August 12, 1988, August 15, 1988, August 19,
1988 and August 22, 1988.

AT SAN JOSE, CALIFORNIA

On September 13, 1988, a review of records at City of
Sunnyvale Business License Section determined that Koral
International, 687 N. Pastoria Avenue, was licensed to do business
February, 1986 type of business electronics sales. The

was | | and the business phone number was
shown as (408) 732-1515.

AT SAN BRUNO, CALIFORNIA

On September 13, 1988 a review of records at Sanu:Bruno
Business License Section determined that Teddy Bear Express,
881l Sneath Lane, telephone number (415) 589-9100 did not have
a San Bruno business license.

G- foo/5 -]
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Ihe following investigation was conducted by SA

AT SANTA CLARA, CALIFORNIA

On September 16, 1988,| |advised that a
shipment of 40,000 DRAMS was being readied for MP Systems,
23341 Del Lago Drive, Laguna Hills, California, for pick up
at 11:00 a.m. | lvere preparing
the order for shipment. The money was supposed to be wired
in, since Atari had apparently changed their policy and did
not want any more cashier's checks.

gTp- Yol s/ ~%
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The following investigation was conducted by SA

AT SUNNYVALE, CALIFORNIA

On September 16, 1988, |advised that MP
Sysgéms had not shown up to pick up their order of DRAMS from
Atari, but that Last Name Unknown (LNU) of Koral had

picked up 4000 DRAMS. Source aliso advised that the first time.
MP picked up a shipment, the name MP was on the invoice, but
that the second time MP picked up a shipment, the name STYRA
was written on the invoice.

Source advised that he had inventoried the DRAMS
currently stored in the *"special" room at Atari, and he noted
the following part numbers:

Part Number Manufacturer Date Code

Fujitsu
Fujitsu
AT&T

(bottom marking)
Mitsubishi
Fujitsu

871~ 4ot -4
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The following investigation was conducted by SA

[ ]

AT SAN JUSE, CALIFORNIA

On September 16, 1988, SAI l U.S. Customs,
advised that there were no customs duties on Z56K DRAMS being
imported into the United States, but that there were duties on
64K RAMS being imported into the U.S.[:::::;:]also determined
that there were 11 entries made by Atari July 29, 1988 through
August 29, 1988, and that no software or video games were claimed.

On September 22, 1988, U.S. Customs Agentl

advised that an incoming shipment under Northwest AirIines had
been examined by U.S. Customs on September 22, 1988, and that it
contained NEC and American Micro Technology integrated circuits.
No duty was paid on the shipment and the declared value was
$750,000. Entry documents with the shipment referred to 64Kx4
circuits to be shipped in the future. An actual count of the
shipment was not taken.

On September 27, 1988, U.S. Customs Agent | |
advised that Atari had been undergoing a regular audit for
approximately a year, but that this was a routine process and
the audit had disallowed only 24 claims.

87A - o s - 16
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The following investigation was conducted by SA

AT SUNNYVALE, CALIFORNIA

On September 20, 1988, SF [::::::::] advised that
100,000 pieces of 64K RAMS were sold to Koral International,

and that the rest of the integrated circuits in the "special”
room had been sold to MP Systems. Source further advised that
150,000 more of the 64K and 256K DRAMS were expected to be
delivered this week.

On September 21, 1988,| ladvised that the
150,000 DRAMS had arrived in the U.S. today, were expected to
clear customs on Thursday, September 22, 1988, and were to be
delivered by TEDDY BEAR on Friday.

On September 22, 1988, | | advised that he
had heard nothing else about the shipment of DRAMS expected to
be arriving this week. He advised that the circuits usually
arrive via Flying Tigers or JAL, and that the paperwork
accompaning the parts usually has "parts for resale, not taxable"
written on it. :

On September 23, 1988,| |advised that the
150,000 unit shipment of NRAMS had arrived at Atari under

Northwest Air Bill | Enclosed was a co of a
facsimile to L.J. Liu/Atari Manufacturing, from[::::::ffktating
"will air 50,000 64x4." Although the shipping documentation stated

the total count was 15,000 DRAMS, 6000 NEC and 9000 NS, the
actual count was 60,000 NEC and 90,000 NS, for a total of 150,000

DRAMS. The DRAMS were ivered in a two tone blue Astro Van
with license plate | Source feels that the number claimed,
15,000, was a deliberate attempt by Atari to cover up the actual

amount, 150,000 coming in and that if confronted, they would
claim they made a mistake by leaving off a zero.

] The actual value of the DRAMS is 2% to 5 million dollars,
and they are being sold to Koral.

OTh ~4oH 5{/ N




e o
~ SF 87A-40454

LR mme

1

The following investigation was conducted by SA

AT CUPERTINO, CALIFORNIA

On October 1, 1988, | |advised that the
United States Government had an agreement with the Japanese Ministry
International Trade and Industry (MITI) concerning the importation of
DRAMS and integrated circuits (IC's) into the United States. In sources's
opinion, a company bringing in large quantities of the IC's would be
violating the MITI directive, and the company's supply of IC's would
be totally shut off by the Japanese, if it were known that a company
was "smuggling" in circuits not authorized. It is source's opinion
that United States Customs service enforces this directive.

871, o5t - 1%
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FEDERAL BUREAU OF INVESTIGATION

10/28/88

Date of transcription,

1

| Atari Corporation,
1196 Borregas Avenue, telephone number 408-745-4319, telephonically
contacted the FBI and furnished the following information:

Atari had been working on a case with San Jose Po]ictzgﬁfffmmnt

concerning copyright violations on a computer bulletin board. ,

then sta a guard employee had recently quit, and before he left,

had to]diff:fﬁijthat he had contacted the FBI and told them Atari was

"doing something 1ike shipping to the Russians." This employee

also stated that he was told to remove all personal and Atari identification

and deliver |to Sun Micro Systems, and was told to do this by
Atari's Chief Financial Officer. This employee felt that Atari

was doing something illegal.

This was the first time [____| had heard any allegations of
this nature. But because information may have been furnished to the
FBI,[____ Jwould Tike to state.that Atari.would ‘welcome the opportunity
of explaining anything the FBI has a concern with, and[_____ ]would be
glad to set up appointments with anyone in the company that the FBI
would Tike to talk to. In [:::::::fbpinion, Atari_always does everything
on t t break any laws. also feels sure
that at Sun Micro Systems, would cooperate
in any investigation with the FBI and check serial numbers or anything
else. If what this former employee told the FBI is true, [ ]does
not have any explanation for it because he was not around.

Investigation on___ 10/18/88 a_oan Jose, California

by

SF 87A-40454— /3

File #

SA mmr 10/24/88

Date dictated

This document contalins neither recommendations nor conclusions of the FBI. 1t is the property of the FBi and is loaned to your agency;
it and its contents are not to be distributed outside your agency. #U,S, GOVERNMENT PRINTING OFF ICE:1988-202-044:81030
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FEDERAL BUREAU OF INVESTIGATION

Date of transcription 1 1 /3 / 8 8

1

On September 8, 1988, a Confidential Source furnished
the following information:

He hasl |Atari
[ffffff:ation, 390 Capibbean Drive, Santa Clara, California, for
| years. Since of this year, shipments of Integrated
Circuits have been coming into the Atari warehouse Were%::::::::]
from Atari's overseas location. The circuits are referred to
as 256K DRAMS, normally arrive in Atari software boxes, rather
then boxes marked Integrated Circuits. When the circuits arrive,
he and other employees are instructed to place the Integrated
Circuits in a special room where they are kept under lock and
Key. They are then counted, and are instructed to cutoff all the
Atari labels. These circuits are then sold to other companies,
. whose representatives arrive at Atari, where they enter the
special circuit room and recount the circuits. The individuals
who arrive to purchase the circuits, oftemn sign in under various
different names and Source has heard them joking about using
different names. Source has also seen shipping documents indicating
that the parts are to be shipped to a company named Styra in
Carrollton, Texas and he knows this to be a subsidiary of Atari
Corporation, which is supposed to consist of a manufacturing
operation but which has never started up operation. When a shipment
of Integrated Circuits arrives, Source]| shipping
declaration made out to the name Styra, which is normallxz cionoad
by| Atari's Chief Financial Officer, and by
Atari's Director of Traffic_and Distribution. After Source is
given this declaration with signatures, he is
told to release the Tnteoratfed (Hronifs to Che purchasing company.
Atari| directs .Source and other
employees in their counting of the Integrated Circuits, and advised
them not to mix up the Integrated Circuits being shipped in from
overseas, widthe the Integrated Circuits being stored by Atari for
local use.ax. :. . .

tnvestigation on__ 9/ 8/88 at_Santa Clara, California rie«_ SF 87A—40454géy
Y
by_SAS | [ 1MW pate dictated 9/9/88

This document contalns neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency;
it and its contents are not to be distributed outside your.agency. #U.S.GOVERNMENT PRINTING OFF ICE:1988-202-044:81030




FD:302a (Rev. 11-15-83) dn . ol
v ) ‘l’ "’ b7D

SF 87A-40454
LLF/1mw

Continuation of FD-302 of __Confidential Source/lmw on__9/8/88 2

, Page

Source rs that one of the first shipments arriving
from overseas on i 1988, was sold to Sun Micro Systems in
Millnmumimm_Smas_de_tuﬂliver this shipment

by told Source to leave
alll [including his| |and to take

| | which had an Atari logo on them. When Source
delivered the Integrated Circuits, | |
cashier's check from Sun Micro Systems to deliver to Atari, and

the payee's name was left blank. Other shipments of these Integrated
Circuits coming in from overseas are commonly sold to a company

named Koral and a company named Classic Performance. The shipments
normally arrive via a delivery company named Teddy Bear Air Express.
Since May these special shipments have béen arriving about once a
week. Because of the circumstances under which these arrivals

are handled, Source has:al felt that something was wrong with
them. When hel i he appeared
nervyous He also made the statement that if anything ever happened,
his appear on any of the paper work.

Source does not feel that employees from Atari are stealing
these chips, because the first shipment that went to Sun Micro
Systems was important enough for the President of Atari, | |
to come rdowhnstairs and tell-them-thab-he was.expecting an important
shipment. It appears that Atari is purchasing these Integrated
Circuits from companies like Fujitsu in Japan for shipment to Tiawan,
and in Taiwan they are repackaged in false containers such as
software boxes. and shipped into the United States. Once they
arrive, | tari employees count the chips, and remove
all Atari labels, prior to thetr resale in the United States. The
shipping declarations which Source has -seen, which come from the
corporate division, have contents of the packages listed with items
such as PCB kits or Software. The check that]| |

l | from Sun Micro Systems, before he'was told to

shred it, he noted it had been deposited in the National Bank of

Israel, New York, New York. He is aware from talk at Atari, that

these Integrated Circuits are being purchased for:approximately

§7 a piece, and are being resold by Atari for up to $65 a piece.

Atari is not doing well financially, and Source feels that they are

importing and selling these circuits to make a profit. The names

that Source sees most oftem on the documernts arel I_]amd
Those .irdividuals along with and

appear to be directing the resale operation.

FBI1/DOJ
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Source furnished copies of the following:

1) Atari shipping declaration document number[::;;]
showing::shipment of 322,795 PCBLkits to Styra, Carrollton, Texas,
on May 2, 1988. '

2) Atari shipping declaration of a document numbher
blank showing shipment to Styra of 5,000 part number
TI kits on June 16, 1988.

3) Atari shipping declaration of a document number blank
showing shipment to Styra of 156, 109 parts of part number
dated August 10, 1988.

4) Atari shipping declaration number: howin
shipment to Styra/Koral for 10,000 part number

dated August 24, 1988.

5) Atari sign in register dated May 2, 1988 showing
signatures of individuals from Sun Micro Systems.

FBI/DOJ
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he following investigation was conducted by SA

AT SAN JOSE, CALIFORNIA

On September 27, 1988,| | advised that[;;l
E:::::;] was heard saying that Atari was under investigation
GXport or import violations. | | told source that

"first loyalties lie to Atari first.”

On September 27, 1988, Atari received a shipmant af

50,000 parts marked Micron Technologies, I

They made a sale to MP Systems and Koral Internacional.
i man drove the MP guy to the airport. Source

| DRAMS out of an Atari box and put them in an Adidas

shoe box, acting like he was pulling off a drug deal.

On September 29, 1988, | | advised that a
shipTgnL_gi_QBAM§_%ad arrived via Teddy Bear Express, under air
bill This consisted of eight cartons of 64k and
one mega byte DRAMS, in a box labeled 1040 Computers.
There was a telex "ToTiffff:ff]from LIU, Atari."

on September 30, 1988, Lavised that a
shipment from Federal Express had arrived, shipped from Dove
Computer Corporation, North Carolina, and that in the boxes were
20,000 256k DRAMS, and writing in Japanese. Fifty of the DRAMS

were sold to an unknown person;, 19,950 were shipped to Taiwan.
was written on the invoice they were shipped out under.

On October 13, 1988, advised that
officials at Atari were now putting transaction numbers on
cashier's checks they were receiving, along with the name Atari,
and that they were no longer putting Styra as the company name on
documents they were selling the DRAMS to, but were putting the
actual company name.

Also on October 13, 1988, 5000 one mega byte DRAMS were
sold to Product Plus, and Atari received a Bank of America's
cashier's check number Fn the amount of $131,252.00.

b2
b6
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The following investigation was conducted by SA
AT SUNNYVALE, CALIFORNIA
On October 18, 1988, San Franciscol
advised that Atari employe stated that he had{?been
told a story that the FBI was investigating Atari, and that if he )
found out that these people (at Atari) have not been P
elling him the truth, he wanted 1k about things, and be put »
in touch with the right people." [ bf all the

paperwork on sale of the DRAMS and stated | ey

Since Atari does not do any manufacturing in the United
States, they would have no reason to bring integrated circuits
(IC's) into the country. 1In source's opinion, the manufacturer
of the IC's such as Fujitsu, would be very upset to know that
Atari was reselling their proéduct.
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The following investigation was conducted by SA

AT SUNNYVALE, CALIFORNTIA:

On November 8, 1988, San Francisco

advised that something appeared to be going on at Atari at night
because there were tire tracks in the dust inside the building,
coming through the front door on the south side of the building.
That door is never used during the day. Even the mailman asked
what was going on. Source feels that they are probably moving
the DRAMS in and out at night because they do not want source to
know about the sales.

On November 9, 1988, |advised that

| atari] | Distribution,

knows about Atari's DRAM distributor system, and when she heard
there might be an ongoing investigation, she stated "It's about
time." Source also advised that of
Atari, and several other individuals in management, were selling
their Atari stock shares out a little at a time. Another Atari
employee, | ] and source advised that she
also knows about the incoming shipments of DRAMS.

Source also advised that Atari was shipping out
software games under an old copyright agreement to Federated
stores in City of Commerce, California so they would not have to
pay as much for the software under a new agreement.

On November 10, 1988, advised that three
shipments of Atari software had gone out to Federated stores in
Commerce City on November 9, 1988.

1) Truck number consisting of 1648 cartons.
2) Truck number consisting of 1358 cartons.
3) Truck number consisting of 1264 cartons.

These shipments were authorized byl |

Source additionally advised that |

| stated that there had been a ITot of high

level meetings concerning the DRAMS that was
importing into the country. [;:;;:;]said that she thought that
"they were up to no good", an at she considered|

to be a crook.

_ EA- 4N o
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Source further advised that Atari had purchased the
copyrights to computer games manufactured by Namco-American,
Incorporated, including "Ms. Pacman" and "Pole Position", and
that in order to avoid paying a dollar royalty on each game, they
were transferring the games to Federated stores to sell. Ninety-
one thousand had already been shipped out and another one hundred
thousand was scheduled to go out.
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The following investigation was conducted by SA

AT SUNNYVALE, CALIFORNIA
On November 15, 1988, San Franciscol |

advised that a ten million dollar shipment of DRAMS was being

sold to a company called United Micro Electronics. The word was

that Atari had bought a bad batch of DRAMS, d was trving to

dump it off on someone else. The parts had

printed on them.

On November 17, 1988 |advised that[::::]
E::::::]who had | Atari's subsidiary Federated, had
been attempting to purchase parts from Motorola, and when | |
found out he could not get the parts from Motorola, stated he
would purchase them from Atari. The Motorola salesman said that

he could not b \‘tari was not an authorized distributor with
a license, buti |still indicated he would be able to get

whatever he wanted from Atari.

§ Yoy sy~ 25
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The following investigation was conducted by

AT SUNNYVALE, CALIFORNIA:

On November 25, 1988, San Francisco
advised that the incoming shipments of DRAMS appeared to have
stopped, and that there was no activity re their sale. However,
the special room set up to receive the DRAMS still had a lot of
product in it.

FAAHA /- 20
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The following investigation was conducted by SA

AT SAN JOSE, CALIFORNIA

[

On October 18, 1988,| |U.S.Customs Agent,
advised that the U.S. Government honors the Japanese Ministry
International Trade and Industry (MITI) export requirements and
that if there were trade restrictions on exports from Japan to
Taiwan, the U.S. would honor those restrictions, such as
prohibited import into the U.S. after sale to Taiwan.

Agent [:::::::] further advised that, according to U.S.
Customs Representatives in Japan, no legal action had ever been
taken for violations of this agreement. Also, if a company
imported integrated circuits into the U.S. and claimed that they
were software, this would be a technical violation of Title 18,
U.S. Code 542, but unless there was duty on the integrated
circuits being brought into the country, depriving the U.S. of
funds, no prosecution is usually attempted.

On October 25, 1988, Agenﬂ[:;::::]advised that he had
determined through an examination of Afari's records, that from
May, 1988 through October 15, 1988, 100 shipments had been

brought in by Atari thsough the airport, and 200 had been brought
in through the Oakland Seaport.

§74 - fosY- 27
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The following investigation was conducted by SA|

AT SAN JOSE, CALIFORNIA

On November 16, 1988, U.S. Customs Agenﬂ
advised that the inspections of incoming shipments of incoming
Atari products had disclosed no unauthorized entries.

On December 2, 1988, December 16, 1988, and January 10,
1989, U.S. Customs Agent[:::::::]advised that further inspections
of shipments had still disclosed no discrepancies in incoming
computer products.

G JolSH - 2.8
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The following investigation was conducted by SA

AT SUNNYVALE, CALIFORNIA

On October 26, 1988,| |advised that two to
three million dollars worth of 256K DRAMS had been delivered at
Atari that day by Teddy Bear Express, and that they were packed
in a Motorola box and arrived on a pallet of four boxes. Source
advised that]| |the inventory of the parts and
they were being kept under tight security in the "special" room.
The key to the room was being kept i |
There was a log which was kept to show _who went in and who went
out of the room. This paperwork has |
normal flow of business at Atari. Teddy Bear Express is used to
handle the expensive items like the DRAMS, but normal Atari
products are shipped in by Kuehne and Nagel. Before Atari
started bringing in the DRAMS, Teddy Bear Express was not used as
a shipper.

On October 28, 1988, | |advised that a
shipment of Toshiba DRAMS had arrived from Irving, Texas, and

were deliver sidiary of T & T Trucking in a
trailer with on it.

Source furnished copies of the following documents:

1. Chip Room Security Procedures

2. Inventory List [:::::::](2 pages)

3. Import Log 9/21/88

4. Original Ship Declaration

5. Kuehne & Nagel Delivery Receipt, File

6. Teddy B-Air Freight Delivery Receipt[::::::]

7. Atari Security Sign-In Register Dated 9/12/88

8. Dove Packing List Dated 9/28/88

9. Kuehne & Nagel Delivery Order Dated 10/10/88,
Carrier: Flying Tiger

g7 - Yoy sy~ 29
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11.

12.

13.

N

Kuehne & Nagel Delivery Order Dated 10/10/88,
Carrier: United Airlines

Atari Shipping Declaration Shipped to MP SEPTEMS,
Dated 9/12/88

Atari 1988 1st Quarter Report

Atari 1988 2nd Quarter Report
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The following investigation was conducted by SA
AT SUNNYVALE, CALIFORNIA

. On November 7, 1988, | |advised that two
transactions regarding sale of integrated circuits (IC's) had
taken place, and that it appeared that an attempt was being made
to clean out the special room the DRAMS were stored in. One huge
box of DRAMS went to MP Systems, although the paperwork indicated

it was going to Stvra. The other shipment went tol
Koral.

—1

Source also

advised that no new DRAMS were belng shipped in.

Source stated that | |

Federated Stores, a retail outlet for TV's and computers, owned
by Atari.

On November 8, 1988, | |advised that no new
shipments of DRAMS had gone in or out, but that a large quantity
of software games had been sent down to the main distribution
warehouse in City of Commerce, outside Los Angeles. This was
sent via Schneider Trucking Company and consisted of:

Truck 1 [::::::] Seal[::::::::] 1,460 cartons

at 72 pieces per carton

Truck 2 Seal 1,330 cartons

Truck 3 , Seal 1,275 cartons

Source heard that the software was being transferred to

Federated Stores so that Atari could avoid paying eight million
dollars.

§ - spoefsd - 30
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he following investigation was conducted by SA

aske the bookkeeping records,
. had them and| | said that
a

AT SUNNYVALE, CALIFORNIA

On November 17, 1988,| |advised that Teddy
Bear Trucking Company had gone out of business within one week of
Atari being aware that there was gn_investiaation intn Atari's
importing activities. When Atari

so made it known, that whatever h

Source feels that is

§74 - o/ - 3}
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The following investigation was conducted by SA

AT SUNNYVALE, CALIFORNIA

On January 19, 1989 ishe opy of
[::::::]dated September 8, 1988, from
concerning a shipTent of 1 Meg DRAMS from Japan to cthe U.-S.

indicate 15.000 pieces were in the shipment,
and a different] |the total as 150,000 and Atari
Part Number

§ - fof S B
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The fo%lowing investigation was conducted by ‘SA

AT SUNNYVALE, CALIFORNIA

On March 1, l989,| bdvised that all
incoming shipments of DRAMS into Atari had ceased.

Source also advised that Atari was suing Nintendo for
copyright infringement.

Source advised thatl

| of ATari.
has recently Atari.

On March 10, 1989,| hdvised that Atari was
planning to sell its subsidiary "Federated", apparently due to
losses incurred by the corporation because of the shortage of
DRAMS. Some of the individuals importing large quantities of
DRAMS into the United States transferred to Atari. In sources's

opinion, Atari is doing something sneaky with taxes on the above
sale of "Federated."

E7M- JodSH> 384
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The FrﬂIlowing investigation was conducted by SA

AT SAN JOSE, CALIFORNIA b7C

On March 28, 1989,| | united States
Customs, advised that no fraudulent shipments of incoming Atari
products had been detected in recent inspections.

FIh-gousy- 32XT _
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In Reply, Please Refer to

File No.

To:

87A-40454

FBI CASE STATUS FORM

Date: 5/15/89

U.S. Attorney JOSEPH P, RUSSONIELILO

(Name and Address of - ’

From: : I.D
(Name of Officialin Charge and Field Division) (Signature of Official in Charg

RE: UNSUB(s): Tllegal Importation and Sale of TIntegrated

Circuits by Atari (Name of Subject) Age T Sexer” e -

Corporation B \\
You are hereby advised of action authorized by _AUSA {

TVame or usSA 0T AUSA) S
on information submitted by Special Agent _| on 5/1/89 - “’
TNaTE] (Date)
(Check One)
X Request further investigation
b6

; b7C

O Immediate declination

O Filing of complaint

0 Presentation to Federal Grand Jury

O Filing of information

O Other

For violation of Title _______, USC, Section(s)

Synopsis of case:

AUS i 2
A|—|-|-ms—adausad—h sa | oy
and U.S. Customs' Agents yan( r—J Rt

that source information and investigation had determined
that Atari Corporation was importing 256 k Drams into the
U.S. in fa}se packing containers, and without proper import
docgments in violation of U.S. import laws and contrar P

to import agreements between the U.S. and the Japanesg
Mlnls?ry of Industry and Trade. Atari purchases large
guantl?les of Drams from Japanese manufactures for use
1n‘the1r Taiwanese manufacturing plants. Purchasing in
Taiwan allows Atari to obtain the Drams at a greatly

Ful (10J
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reduced price. There are strict import quotas on the Drams,
because of Japanese flooding of the market in years previously
but there are no import duties. By Shipping the Drams

into the U.S., Atari can thereby increase the price by
approximately four times their purchase price. The original
manufactures, whether Fujitsu or Mitsubishi would not be
allowed to import this quantity at this price into the

U.S., because this practice stifles U.S. manufacturers.

Investigation determined that Atari was importing
large quantities, 150,000 or more a week into the U.S.
since May, 1988. None were declared through U.S. Customs,
and it appears telexes and telephones were used to order
specific quantities and in furtherance of this scheme.

Based on the above, AUSA[:::::::::] stated that

he would consider prosecution of this matter under Wire
Fraud Statutes or 1001 Falsification of Import Documents.

2%
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The following investigation was conducted by SA

AT SUNNYVALE, CALIFORNIA

On April 24. 1989, | |advised that he ha
learned that was no longer at Atari as
but had been mo Federated Stores. The new
Wasl | who knows nothing about

work.

On April 27, 1989,| advised that instead
of his prior statement t1 no 1 ing at
Atari acl he had learned tha was

Source furt ised that he had determined that
[ |had been along with head of
purchasing. Also that is now the guard in the main lobby.

On May 8, 1989, | Iadvised that he had
spoken with current Atari employee| , telephone

number (415) 854-~1954, and feels that she might be approachable

and would be able to furnish information pertinent to this
investigation.

On May 9, 1989,| |advised that the
shipments of DRAMS coming in from overseas had started again.
The integrated circuits were once again being put in the special
room and outside individuals were coming in to make buys.

-  BA yoysy- B
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Ihe following investigation was conducted by SA

AT SUNNYVALE, CALIFORNIA

On May 22, 1989, | ladvised that he had
heard that Atari's]| | as well as

other high ranking Atari employees, were under directions of
Atari attorney's to not discuss or say anything about accusations

by former employees regarding incoming shipments of DRAMS, and to
not talk about the employees who made those accusations.

_ o G7h dodst- 35
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To : SAC, SAN FRANCISCO @MU -#45Y) & pate  6/5/89

From : bé
- 84 b7C
Subject : L(/n,n,u," .
T ntesp atad Coctods b, AAfmrc
L T57
00, S
i The case agent of captioned matter has been totally
! involved in a Group II UCO entitled "CLUTCH CARGO" and therefore was
; unable to conduct any investigation re captioned matter.
) -
i
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The following investigation was

AT SAN J

OSE, CALIFORNIA

1

would be

On August 14, 1989,|

conducted by SA I:l

advised that[::::]

was retiring from ﬁtari Corvorat]
989.

n and that his last day
is now supposed to be

at Atari, although|

lis still

there.
layoffs

Atarl 1s allegedly going to have
in the near future.

a large number of

§74. JouS¥ 36
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Che following investigation was conducted by SA

AT SUNNYVALE, CALIFORNIA

On September 19, 1989, advised that Atari
was probably going out of business and might be shutting down
soon.
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To  : SAC, SAN FRANCISCO (B7/-<O45%) P Date  9/29/89

From :

- %&i}/%m&&m

Sf"

Due to the case agents continued involvement in a Group II UCO

~ Sl y'fCL

entitled "CLUTCH CARGO" active investigation was not conducted in

captioned matter.

(;gL San Francisco
LLF/11f
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IS Farnings I

Atari blames Nintendo
for slump in profits

By Mike Langberg
Mercury News Staff Writer
Call it “Video War,” the unend-
ing real-life battle between video-
game competitors Atari Corp. of
Sunnyvale and Nintende of Japan.
Atari hasn’t been winning lately,
and that was shown Monday when
the company reported negligible
second-quarter profits.

Net income tumbled 94 percent
to $327,000, or 1 cent a share, for
the three months ended July 1
from $5.6 million, or 10 cents a
share, in the same period of 1988.
Sales dropped to $82.7 million
from $102.5 million.

Atari, which makes personal
computers and video-game equip-
ment, blamed unfair competition
from Nintendo — which controls
85 percent of the U.S. home video
game market — and currency
fluctuations, which reduced the

value of computer sales in Europe. |

“Video game sales, primarily in
the U.S. market, remained de- -
pressed as a tesult of the alleged .
unfair menopolistic practices of an
international competitor, which '
are now the subject of litigation,”
said Sam Tram’el, president and |

chief executive officer of Atari, in'
a prepared statement. |

Atari sued Nintendo earlier this '
year, charging that Nintendo was
monopolizing the home video-'
game market by refusing fo allow |
independent software companies -
to adopt popular Nintendo-games :
for use on other systems, including
Atari. The suit is schedufed for |
trial next year in San Francisco !
federal court.

For the first half of 1989, Atari

reported net income of $3.6 mil-

lion, or 6 cents a share, on sales of
$171.5 million, compared with net
income of $11.2 million, or 19 cents
a share, on sales of $200.8 million
in the first half of last year.
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The following investigation was conducted by SA

AT SUNNYVALE, CALIFORNTA:

On October 11, 1989 |furnished the attached newspaper
article re Atari's report of net income loss, which Atari is blaming on the
unfair competition from Nintendo.

(4 4oYSY 39
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The following investigation was conducted by SA

AT SAN JOSE, CALIFORNIA

On 2/14/90 Agent |U.s. Customs advised that he had
been reassigned investigation in this matter concerning possible U.S. Customs
violations. He was advised that due to writers full time assignment on a
car theft case, no recent investigation had been d n.e._bu.t_thai;_a.lportion
of the investigation had been referred to IRS Agen and it
was writers understanding that| was in the process of obtaining Subpoenas
for bank records and checks allegedly issued to Atari for integrated circuits.

advised that he would contact| | and would keep writer advised of
e status of the investigation.

On 4/14/ 90 | | agvised that|_| Isubooenas
for bank records re this investigation, and that

this process with the US Attorney's office. On the same date writer contacted
SA | Brooklyn Queens RA and requested assistance in locating the
Nationa of Israel, where one of the checks in the amount of 8 million
dollars was allegedly deposited by Atari. SAIZIadvised that the only bank
with a similar name was the Israel Discount Bank of New York, and that a subpoena
would be required for information. SA advised that he would obtain
supboenas from AUSA for this and check number| received by Atari
from Product Plus. '

Sy oy ifocfD
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The following investigation was conducted by SAl

AT SAN JOSE, CALIFORNIA

HMLM@SLYHE Agent____ ladvised that he had interviewed
Sunnyvale, CA concerning his purchase of Integrated
Circuits (IC's) from Atari in 1988. dvised that his company used to
assemble computer boards for software packages and that he had made two purchases
of IC's from Atari. However these had been brf]gened_m_mnpany in Morgan Hill
named Products Plus, where he had dealt with a His purchases were
in the amounts of $132,000 and $133,000. | did not consider it unusual that
he was purchasing IC's from an OFM, because it is common for OEMs to setl
products that they have excesses of.

AT MORGAN HILL, CALIFORNIA

\

On 9/27/90| , | products plus, was interviewed in
the presence of US Customs Agent] hdvised that the only
ICs he had ever brokered were out of Atari and tha had only sold three
or four accounts. These were for a customer named at Tronics and a company
in Los Angeles named Pacific Engineering. | idvised that he had a long
association with Atari, and that is was his understanding that they were selling
off excess ICs obtained from their off-shore manufacturing facilities. During

this time period, the ICs were in extremely short supply, and companies were
willing to purchase from any source. Atari kept the ICs in a special room at
their facility, and Tnlz sold them anMceived the money right on the spot.
A security guard and or (name unrecalled) who were in
urchasing, were always present to count the ICs and receive the money. However
was aware that the Tramiels had final approval over all the sales and
that they signed all the purchase orders. thinks the IC were shipped in
from Atari's facility in Taiwan, and that Atari only liquidated about 100,000 ICs.

AT SAN JOSE, CALIFORNIA

On 10/1/90 US Customs Agent[ | advised that he had contacted
[ | former owner of Teddy Bear Freight, and that once(:
had located bills of lading for the Atari shipments, he would set up an interview.

S~ oyse 4/
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The following investigation was conducted by SA[:::::::] b7C

[ ]

AT SAN JOSE, CALIFORNIA

Agentl U.S. Customs, was contacted 11/14/90 and 12/7/90
concerning the transportation and import documents he was attempting to
obtain from Teddy Bear Freight. advised that he had made several
contacts with the Oberlanders but as yet had not received the documentation.

On 1/7/91, Agent[ ____ ]advised that despite repeated contacts
with the Oberlanders, he had as yet been unable to obtain their records
re delivery to Atari Corporation. He further advised that because of the
difficulty in obtaining these records, he was considering turning this
case over_to Customs civil division, who would then audit Atari Corporation's

books. advised that once a decision was made he would advise the
FBI.




, U.S. Departmg of Justice

United States Attorney
Northern District of California

I6th Floor Federal Building, Box 36055 Branch Office:
450 Golden Gate Avenue 280 S. First Street, Room 371
San Francisco, California 94102 San Jose, California 95113

January 10, 1991

Supervisor ial - ‘ b6 per FBI
Attn: S/ﬂ b7C
Federal Bureau of Investigation

P.O. Box 28402

San José, California 95159-8402

Robert M. Keck ) '

Resident i %ﬁz?@
Attn: S/ | ‘
United States Customs Service

280 South First Street, Room 190
San Jose, California 95113

Re: Investigation of Atari Corp. ‘\
FBI file number: 87 A 40454 ,
Customs file number: SNOSTRISNOOL '

Dear Messrs.

This is to inform you that on January 8, 1991 this
office closed the above-captioned matter. It is the judgment
of this office that criminal prosecution is not warranted. If
you have any questions concerning this declination, please do
not hesitate to contact me.

Very truly yours,

WILLIAM T. McGIVERN, JR.
United States Attorney

]

Supervisory Assistant.....-.- - -
United States Attorney - .. - '+ =
Chief, San Jose:Officé DA
SHJ:da _ i
cc: File : }
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Memorandum .

To

From

Subject :

LLF/11f
(1)

SAC, SAN FRANCISCO (87A-40454) C

SA

UNSUB (S) :

Date  1/17/91

On 1/16/91 US Customs agent :ladvised that he was
referring captioned case to US Customs civil division for audit. He
stated that if during this process violations of a efiminal nature are
found, that the information would be referred back to him. In view
of this information, it is recommended that this'case be closed until
such a time as the audit discloses evidence of’a criminal violation.
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