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Joint Proxy Statement/Prospectus

Dear Avid Stockholders and Pinnacle Shareholders:

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

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

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

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

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

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

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

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

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

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the merger or the
securities of Avid to be issued in the merger, or determined if this joint proxy statement/prospectus is accurate or complete. Any
representation to the contrary is a criminal offense.

This joint proxy statement/prospectus is dated June 13, 2005 and is expected to be first mailed to Avid stockholders and Pinnacle shareholders
on or about June 16, 2005.
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NOTICE OF 2005 ANNUAL MEETING OF STOCKHOLDERS

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

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

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

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

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

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

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

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

By Order of the Board of Directors,

Ethan E. Jacks
Secretary

Tewksbury, Massachusetts
June 13, 2005
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YOUR VOTE IS IMPORTANT REGARDLESS OF THE NUMBER OF SHARES YOU OWN. WHETHER OR NOT YOU EXPECT
TO ATTEND AVID'S ANNUAL MEETING, PLEASE COMPLETE, DATE AND SIGN THE ENCLOSED PROXY AND MAIL IT
PROMPTLY IN THE ENCLOSED ENVELOPE IN ORDER TO ENSURE REPRESENTATION OF YOUR SHARES. NO POSTAGE
NEED BE AFFIXED IF THE PROXY IS MAILED IN THE UNITED STATES.
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NOTICE OF SPECIAL MEETING OF SHAREHOLDERS

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

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

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

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

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

By Order of the Board of Directors,

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

Mountain View, California
June 13, 2005

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

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

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

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

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

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

Cautionary Statement Concerning Forward-Looking Statements

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

�
"Questions and Answers About the Merger"

�
"Summary"

�
"Risk Factors"

�
"Selected Combined Company Unaudited Pro Forma Financial Data"

�
"The Merger�Background of the Merger"

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

�
"The Merger�Consideration of the Merger by Pinnacle�Pinnacle's Reasons for the Merger and Board Recommendation"
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        These forward-looking statements are subject to risks and uncertainties that may cause actual results to differ materially from those
indicated in the forward-looking statements, including but not limited to:

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

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

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

�
competitive factors, including pricing pressures;

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

�
fluctuating currency exchange rates;

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

�
other one-time events and other important factors.

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

iv
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QUESTIONS AND ANSWERS ABOUT THE MERGER

Q:
What will Pinnacle shareholders receive in the merger?

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Q:
What do I need to do now?

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

Q:
How do I vote?

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

If you are a Pinnacle shareholder, you should indicate how you want to vote on your proxy card. You may also attend Pinnacle's
special meeting and vote in person instead of submitting a proxy. If you are a Pinnacle shareholder and fail either to return your
proxy card or to vote in person at Pinnacle's special meeting, or if you mark your proxy "abstain," it will have the same effect
as a
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vote against the approval of the terms of the merger for all purposes other than perfection of dissenters' rights. If you sign and
mail in your proxy but fail to indicate your vote on your proxy, your proxy will be counted as a vote for the merger, unless your shares
are held in street name. If your shares are held in street name, you will receive instructions from the holder of record that you must
follow for your shares to be voted.

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

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

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

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

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

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

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

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

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

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

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

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

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

Q:
Whom may I contact with any additional questions?

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

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

4

Edgar Filing: AVID TECHNOLOGY INC - Form 424B3

14



SUMMARY

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

The Companies

Avid Technology, Inc.
Avid Technology Park

One Park West
Tewksbury, Massachusetts 01876

(978) 640-6789

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

Pinnacle Systems, Inc.
280 North Bernardo Avenue

Mountain View, California 94043
(650) 526-1600

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

The Merger and Merger Agreement

Stockholder Approval Required by Avid (Page 41)

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

5

Edgar Filing: AVID TECHNOLOGY INC - Form 424B3

15



shares of Avid common stock, representing less than 1% of the outstanding shares of Avid common stock.

Shareholder Approval Required by Pinnacle (Page 43)

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

Avid's Board Recommendation to Stockholders (Page 138)

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

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

Pinnacle's Board Recommendation to Shareholders (Page 168)

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

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

Structure of the Merger (Page 93)

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

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

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

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

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

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

Treatment of Pinnacle Stock Options (Page 94)

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

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

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

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

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

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

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

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

No Solicitation by Pinnacle (Page 99)

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

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

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

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

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

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

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

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

Termination Fees and Expenses (Page 105)

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

Opinion of Avid's Financial Advisor (Page 64)

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

Opinion of Pinnacle's Financial Advisor (Page 73)

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

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

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

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

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

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

Material United States Federal Income Tax Considerations (Page 85)

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

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

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

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

Dissenters' Rights (Page 89)

        Under applicable law:

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

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

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

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

Avid Price Information (Page 39)

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

Pinnacle Price Information (Page 39)

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

Risks Relating to the Merger

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Risks Relating to Avid's Business

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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