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" During he year  oumber of seps were aken t resolve the difculies associted with our real businss. Whike eforts
"~ were made 1 reduce losses, the turnaround was slower than ansicipated. To insure that Federated would o longer
have a neganve finanaal impact on Atan, we necorded a fourth
quarter charpe relared to the retail division in excess of $100
millon. From an accounting viewpoint we regard this division
a5 2 disconnnued operation. We are now considening several
opoons incuding sale, spinofl, or 2 leverage buyour of Federated.
$ales from continuing operations increased by 25%: from $362.6
mullion in 1987 w Sy52-2 milbion in 1988, prinapally due w
incrcased sales of Aan 7= computers and the new range of At
rc compatble producs. In 1988, 65%: of ol sales were in

11-.1,-;'_
Bagry

!
:

Europe companad w 56 in 1987,
The loss of $84.8 million in the vear ended Decernber j1, 1988

EEOLIIL

consists of income from continuing operavons of $yg.4 mulbon
from the computer and video game divison less Federated
relared losses and changes of S124.2 million. The Company
wrote off us investment in Federannd and provided for addimonal

anuapatad finanaal obligatnons ansng from the disposition of
Federatad.

Compurer ales were constrauinad by the unexpectad and pro-
racted shorage of p-rast (Dvmamic Random Access Memony)
components. This shortage directly impaced cur abdine o
supply exasnng markes and expand o new markens. In onder
o mauntun our strong peagon n the Furopean marka, we dud

el oGk

Fenanntiiend

not rase prces despree increased component aosts causald by the
shorapre. This dearson was basad on long term baons: in the

short term mangns were raducad. It now appears that the p-rav




shortage s finally casing, This will allow for expansion of existing markets and entry into new ones.

During the second half of 1988, we bagan shipping the 8o286-hased rey = and 82)86-based res~ personal computers
it Europe. Aun s commuttad w the 1o compauble market. In the year ahead we will introduce new and exditing
models. These systems are being, developed at our newly sstblished product engineering bality in Braunschweg,
Wit Germuny.

Sales of our Atan s penonal computers remuain strong, and the

bbrary of wftware for these popular syatoms continues to gow.,

Thousands of prograns ane nvailible now for sacnusss, sudents,

doctors, publishers and vther sT owners on every continent.

Last vear, buth the 52057 - and the 1ogest= were seloctad

“The Bet Home Computers of the Year” This prestgous awarnd

rs made annually by an intermanonal paned of exparts nepresent-

iy, mayor computer maggzanes trom ten different countnes.

These publicaions indude: Posweed Goenpraerr (Usa), Precicd

Cornpaatong (Great Bazun), o (Taly), st bormpaens (Yupo-

sbvvaa), bornpraer (Poland), Ghep-rrezons (Spain), ascrr- Mgz

(frpan), cre (Germany), frzpadne (Hungany), oft of msoo

(Irancel

Whilc our video game business in Europe, Austmalia and the Far

Fasr conunued 1o grow, our prognes in the United Sons was

mtcrruptad by the unfar monopolisoe pracoces of Nintendo™ of

Japan and Nintendo of Amenca. Duning the vear, these com-

pames degally prevented many independent developers from

frecly markeong thar producs thawugh unfair exdusve per-

formance armangemients, Atan Corporation has recently brought

surt agunsg Nintendo for thar anttrust practices.

Despite the eyl efforts by Nintendo, U.S. distribution of the

Aun 600" and 78207 systems increased bt year wath the addion

of such Amencan retaders as Sean’ Rewdl, Hypermart! a division
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o rivethis business. Acvordingly, thirtyfive new game tides were released during 1985,

8 Bhans i the coming year inchud an aggressive solcware acquisition and development program aited at

* securing and creating new arcade and original games. The most innovative Atri video game system ever is scheduled

for release in 1990,

Keeping pace with our expansion plans, Atin Germany and
Ann France are prepaning to relocate w Langer balites. Our
newer subsidiines, such as Aan Ausmalu, have already bepun o
expand the Atn brand in thar countries. The o linpest school
districts on the continent, New South Wales and Viaom, have
already stndardized on the Arn 124057 as the computer of
choice, The video game business s expernienany a nesunence
down under, and our 2620 has become Austral’s number one
selling video entertunment product. Addmonally, Aan s now
selling dirvetly in New Zealind and Scandinavia. In Spain and
Mexico we are expenencing ncreasad sales of both video ime
and computer produces. Qur a = line of S-bit compauter systems
s extremcly popular throughout Eastern Europe, and monst
recently. has begun to appear on retail shelves in the Soviet
Union. The 2620 video game system is now' being offerad in the
People’s Republic of China,

The future for Aan s vory brght, indead. A reat many posiove
and promruny developments occurmad dunng the past taehve
months. Among the producs we will be bringing to market in
1989 are:

Atn rorRTFOUO™ The Atn rorTrouo s a hand held personal
computer that uses 2 pOs 2.1 compaoble operanng sysem. Not
a Liptop, this rue personal computer measures st 7-inches by
4-inches and is about 1-inch theck. Tt has a buth-in duary, address
book/telephone wone dialer, Lorus 1-2-1 file companble spread-




sheet, and an edring program. The PORTFOLIO features a Large, legible *Supertwist’ Liquid Crysal Display, a familiar
QwERTY keyboard biyout, and an expansion connector for optional peripherals. This hand held portable uses
removable memory cards the size of a credit card for storage of programs and dan

AT The Arn Transputer Workstiion (aTw) is a powerful personal graphics workstation with a palette of over

16 mulbon colors. The sysum is designed around the Inmos* 1800~ microprocessor which has a sustained performance
of 1.5 million floating point operations per second (MFLOPS).
The aTw features video resolution of up to 1280 x 960 pixels and
has a dedicated graphses co-processor. By exploiting the aTw's
parallel processing architecture, more power can be added as
needed for the job. The Helios operating system allows dism-
buton of tsks across a network of aTw's. The user interface is
the industry sandard X-Windows™

Atari pc4. Our A roy is 2 12 MHz Ined 80286-based re/at
companble personal computer. The system includes a high per-
formance video subsystem, a high density floppy disk drive, 2
+4 maabyvte removable carnidge, 2 serial ponts, and a paralldl
printer port. [ts vGa video can accommodate a variety of amalog
and digtal monitors.

Awri 77 The 68230 based Atn 17 will be the newest member
of our flagship line. In addivon to running exising sT software,
the TT can also run the industry sandand Unix™ operatng
system with the X-Windows graphical user imerface. This
powerful computer features stereo sampled sound and six video
resolunons, up to 1280 X 960 (monochrome) and 640 x 480
(color), from a palerte of over 296,000 colors. The TT wall be
able w interface with the outside world through industry sandard
scsl, vME, MIDI and Rs212 pors. Local Area Nerworking (Lan)
comes standard on the 77 system and Ethernet™ will be available
to further enhance this product.
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system to another or o lock away sensitive informaton. S S :
Atari STACY™ This is our sT compatible laptop modd. W‘uh:.mrang:hyudmbhm.hpuéi:&m T
mnpnuﬁ:nmnﬁ;oum&;pumin@,uﬂh&ﬂympﬂﬂcwﬁhﬂrnmﬂmmdm :
and peripherals.

Our producs, both present and planned for relcase in 1989,
provide an arsenal of computing power to micet the broadest
range of needs for our constandy growing computer-oriented
world.

Aun has two primary objecuves in the year ahead. The first
15 w complere the dispositon of the Federated Group, which
will be done as smoothly and quickly as possible. The second

muyor poal is to concentraze on our continuing operanons. We
plan to introduce new, exdting products and expand in all

markets. 1 New hurdr prodscn,
ot oty STACTY
With the continued dedicason of vur employees and suppon :’*’M u:{i"“"
from our sharcholders and vendors we Jook forwand w future Jpe e
Ty & The me e STACY
profiabiliny and success. leresb o bt
2 depley o fully comgpc-
M e wih o Are ST
e AMEGA Sysrem

Sast Travner, President




Esta o $ommary (easslidated FAoonds] Stotemanh

Thas vear’s fimanaul report hus been wrinen i summary forma for the fint ume w present comples fancal
informunon in 2 bricf and casy-to-read format.

The Company's complete comobdited finanaal sutements and suda repon from witach these summary
firuncul sxtemnents have been derved are includad in the Form -k

Those readers whao requare more detalad nformation may request a copy of the Company s Form 1K

direaly from the Company.
Se=mary Cozssiidoted Balencs Shoely
{efialem oy thsmrmh) Diecredeer 1,
¥ iy
Aoty
CUuRRINT AssiTs:
Cash and equivalents 5 91l § (e
Short term investmens - 18, cck
Recasables 120,564 w86
Irvenmrics U7y 121746
Prepaid expenses & supplees 47} L7
Orher current tax aoens 12,322 -
Net current assets of discontinuad operations - FER
Toal current 2w 324082 33746
PROTERTY, not Byfy 7o)
MNeT Nos Cusmest Asuts O Dcosmisurn Omranioss - LA
OmHER ASAETy 5813 (=5
Tota L3 pehut § JLIEE
e s a
Currext Liariumrs:
Noges payable 5 1Bg0a S 2053
Acvounts payable s2611 £g.011
Net currens [ubloes of docontinued operations 47451 -
Income taxes payable 143 TSI
Accruad nbdibes LE=ARY 4547=
Toral currens habalimees 187 L4247
Love-TreM Orucanions g == 73000
Suamroinems’ Fourmy
Common anck 1 7
Addinonal poid-in capral ty2.648 142,247
Notey recervable from ale of common seoack (Leq1) (rarz)
Retained carmings (defic) {19.941) 24,573
Accumuleed rramlimon sdrramenn Loz LT
Total dharcholden’ equity Sy 167,648
Tota 5 uhut § LI LH

e — A —————T
Sev note o summuary comsobidated financl strtements.
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AT aaxmg

Sezmmary Cooselidated Sictements of Oparcliam
{0 s, criTpt pev shorr )

NET SaLis
Cosms asp OrtranivG Exprsaas

Oremarsg Iscomr

Orher ncome (expense), net
Lrteress inoomse

Interess expense

Income before income e
Income rrou Conmivumss Oreranioss Brroas
Extraoamisany Crroar
Drusconunued operanom:
Lo from operanons of The Federated Group
Provison for disposion of The Federazed Group
Income (loss) bedore extraonbinary iwem
Extraondinary credit - ax reducoon from use of
NET Incosr (Loss)

Earnpvcs Mea Cosmuon axn
Cosmsos EQuivarLisT Suans:
PrivART:
Income from contimuing operations
Income (loss) before extraondinary creda
INet incomie (loss)

Fuiry pioumin:
Income from contimung operatons
Income (ko) before cxtrondinary orada
Net income (lows)

Number of shuros wsed in the computanon:
Premuary
Fully dilueed

See note o mummarny consoledsred fnanci] staremears.

CowsroraTiON

ol raly rpls

$ FEE [LENSC LA
192,609 o =N L] o956
99 Froné FLETT
{1.647) 7.6z §.201

.30 7121 1,866

(4781 (1167) (K.e49)

18,523 Bray 4725

19,120 LR 1) 118y

9493 49499 11,090
(E7.066) ($.2§7) -
(57.539%) = =
(Eg.815) 44142 o

- 1477 466

$ (485 § 741§ 44516
== - .~ ] [ == L = =
5 off § of; § .5}
S {148) S oré $ =81}
$ (146) S agy 5 o.91
e — S Ee—sST=—TTS
5 o6y $ ofy § 21}
5 {ru} $ ory § o.§)
5 {Ly) S X gy
e

(SX{5] 1,520 49150

e ——— | e s — ) EEET—T————

R ——————TTTT/ )




Ssmmery (szasldated Stutements of (ash Aem
[ JrS

Casn Frows yros OFERATING ACTIVITIES
Net cash provided by continng operations
Casri FLows reous INvesToveg AcTivimies
Purchase of The Federated Group

et shon -torm investments and restriceed cath
Oxher amcts

Property purchases
Sale of property

Net cash providad (used) by mvesting sanvines

Casri Fuows reos Frxascre Actvimins
Addimons w bomming

Repayment of borrosangs

Net short-term borrowing

Issuance of common stock

Net cash prosudad by frnanang acovaoes

Ererer or Excrnasce Rare Crascrs ox
Casan axo EQuivarrsTs

NET Incaeasy s Casn axp EQuivarrsTs
Coasn asp EQuivaLENTs:

Beyinning of year
End of year

Omrirr Coasn Frow Inporsaarion
(rrou Coxrranse Oreearioss)
Interest paxd

[ncoame troes pasd

Nos Casn [vesTivg axp Fivascrse Activimins:

Converson of WCI eock, nght intn commeon soock,

Commoaon sock exchunged for .52 notes and
socrued interea due W

Notes msued to suppber

See note to wmmary consobdrred frnancl saremente

AT oA omy

Veur Erdod Dovrssdr g,
ral o fres
- LT ey § W29
(ra.81z) 130 -
(r7v41) 3094 Nt
- (64.2078) -
18,008 (x6,333) (1.67%)
4528 (r.521) -
{2481) (13y) (Féc)
14 uy gl
=810 (92.501) (Lyy)
- a B 1957
- (&24h) (54-234)
92412 9.15} -
637 £z 14,972
12,577 81462 2,74
1R (11395} (6.a40)
1§52y 1h397 44364
g =1 ToTT9 LT F]
8 gLiga & 76086 % TG
T e—— T ——————
$ 7 8 LN pA T
Ly T 479
e —— T ——  E———
s 37400
s 17k
5 QTS
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ladspeadsat Asditors’ Repart Deloitis
Tor the Sharchalders and Board of Diracton Haskins - Sells
of Ann Corpuowraton:

12

We have aubzad, in scvondance with generally sccepend suditing sandands, the consolaliand balinee dhocts of

Anari Corporstion and s subsadunes as of Decemnber ju, 1983 and m87 and the related consolidited starements of
operatsom, sharcholden” oquity and cash tlows lor each of the three fiscal yeans in the penod endad Diecember

L m8S Soch conobdatad frmanaal satements and our repon (whech expressad an unqualified opuon) therean
darad March 8, 5y are includad wath the proay warement for the Company's 88 anmual meeting of sdharch Sdors
anud 5 next presenied heran. The accompanying summarny consobdatad finanaal saremers are the raponsdaboy of

the Company”™s management.

In our vpaneon, the mbormason set kerth i the scoompanymg summarny consolalved balince dheets of
the Company and s subsadianies as of Dievomber 11, 188 and 587 and the relsted summuary consolidan) aatemens
of operations and cash flow s tor cach of the three fiscal years i the penod endad Diccember 11,1588 s forly gaed in
Al murerial respocts in relation to the Company s o1 sobdated finanaal satements from which it has been densald.

ettt ootz ¢ Sette
Desorrm Haswrss & Sions

Cerpercte Directery

Direden

Jack Teawiny
Churernan of the Boand

Saaurr WL Crw

Vice Presdens

Gxrcory Al Prarr

Vice Presdernt-Fnance, Chodd
Franasd Ofcer

Micrarn Rosysase:
Charman & Chief Exovuthe
Obfcer=Rosa & Robern, Inc.
Liosaen | Scumriere
Mrtner=Schreher & MoBrde

Sant TR
Presdeny, Cheel Frooumve
Orficer

Araw g L oooe Foovom o8 or ooy oN

DHflcers

Jack Teamisy
Charmun of the Board

San Troanrre
Presedene, Cheef Fxecunive
Orboer
Saurr WL Crns
Vice Preadens
Stives M. KawaLics
Vice Mresdent-Tressurer
Gricory A Praty
Vicr Mreedene=France, Chief
Franaa] Oficer
Eiros SovTHaenD
Vice Mresudem - Semuovndecor
Opseratzons
Tamo Tow s
e Preuden

Crammy Trawir
Vice Presdenr- Admomaranen
] Sevrerary

Lrosarn Teasm
Vier Mremdent-Sedrweare:
Devrlopment

March 8,8y

Teassrer AcENT

Regstrar and Trander Compuny
12 Commerce Dr.

Cranford, N] o716

Aunrmoss

Dedonme Hadans & Sells
Sante 1roo

One Almaden Blvd,
San Jose, CA gy

Grxeear Coussrg
Schreiber and McBrade
2 Park Avenue

Mew York, NY 1006

Asauar Mrrmisc

The Annual Mecting of Share
holders wall be held on Toeday,
May 16, 1989 21 2:00 pm.at the
Ann conpontie mecting room
193 Canbbean Dive
Sunnyvale, CA gyotg.

Fomw =K Assusg Rrrosrt

A copy of the Company’s Anmal
Report on Form 1=K (evcluove
1 exhrhiny) o Aled mathithe
Securmes amd Eachange Come
rmrswon m avohble om reques
dirrtly froem the Commpany.
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hontorhusct
Merhstadwaanlen 7
DK 2622 Alberdund
Tol: gg-2te-11gy

Ian: gg-1hy-2h22

[npzland

Atari Corpe (UKo Ld
Avan Houswe

Railway Terrace
Slouph, Sl (B2

Tel: 447511144

Fan: gq-7i1-N1200y

I rance

Aan Irance S\

. Bue Sentou

wtys Surcsnes, [t
Fel: gt ggzhenizhs
Poans pheregrzg=tzpy

"

Cremny

A Computer Gmbl |
Iranklurmor Strave Sp-41
tzvh Haunham

Tel: gy-hrga-az9z
ThaiSgi-grs-pizy

Fav: Juhigl=2zyihz

Flong haong
Tambsercombse Lid,
Mo 7 o Yuen Hoad
Vo Tee Building
Ruun Tong. Kowleaon
Telz Sga-pmymizidh
an: Sq2-1-q vy

Iualy

Awan lula S
Via Ikelling, 21

rzoyf. Cu ana, Milan
Tel: yyz-ay-g
Fan: yy=2-fry-gogs

Japan

Auri (Japan)Corp.

Nu, r I'\'.-.‘riLl; I“Jp,. &l
2=4=6 Mirami-Shinygzina
Shinagana-hu, Tokso 132
Tel: Miy=g4z=710

Tha: 782421441

Fas: Sip=gqz=rny

Sovicn

Atan de Mevico s de CAL
AL e

Fabricante 5.\ de UV,
Viseros de Atizapan Ny
Viverosde Ll Loma
Tlalncpantla

Laado de Mouon
Tel:ypzg-rud-4im
Fanzyzgeh-Syh

Matherlands

i (lenclus TV
O Ty =2

4z L Vanen

Tel: p=yrirrind
Tl Syq-rhgzy

lax: Ty rracs

Nura

Avn Corp. Sveripge AR
Troadlassn. 4

Slastermr, Mgty Trodlawen
Tel: g7a-dzhencz

lan; gre-szy-228

Spain

Ordenadores Auar S.AL
Lavs Calabosin 11
Polhona Induanal de
Alcohandas

Madnd

Tel: i-&1-520

Fan: pqi-bgy-2222

Smodent

Atan Corp. Sverige AB
Bos g2, %1746 Jarlalls
Tel: yoN-mgq~yt2z

Fan: yhd-gh-zi2

Switrerland

Aun (Schudr) AG
ahnhaolsrawe 7
§4== Haden

Tel: gr-g-t11-1421
Tl sy g-ragzgz RAMNC
IFans gi=g-fai-1z%

o

Chemin Renou 2
CH-122¢ Lawanng
Tel: yi-2-1224222
Fan: qrez=1zpgsiz

Taiman

Al Taiwan
Manubatunng Com.
i Min-Chu Road
Chu-Wii, Tam-Shai
PO o iz, Tame-Shui
Taipai

Tel: Svh-3-t31-1718
Tha: axg-wnz g/ pny
Fas: KNA-p-A1y-1ihs



