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completion of the exchange offer described herein.

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

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

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

Proposed Maximum Propos

Amount To Be Offering Price Ag

Title Of Each Class Of Securities To Be Registered Registered (1) Per Share Offeri
Common Stock, par value $0.01 per share, and associated

preferred share purchase rights(3)..........c... 45,484,599 shares Not Applicable $800

Contingent Value Rights ("CVRS") (4) .. v vt iiieieeennnn. 56,230,188 CVRs Not Applicable Not A

(1) Based upon the maximum number of shares of common stock, par value $0.01
per share, of Hewlett-Packard Company, a Delaware corporation, and the
maximum number of contingent value rights that may be issued in connection
with the exchange offer described herein.

(2) Estimated solely for purposes of calculating the registration fee required
by the Securities Act of 1933, as amended, and computed pursuant to
Rules 457 (f) and (c) under the Securities Act based on (i) $7.115, the
average of the high and low per share prices of common shares, par value
NLG 0.04 per share, of Indigo N.V., a Dutch corporation, as reported on the
Nasdag National Market on February 8, 2002, and (ii) the maximum number of
common shares of Indigo to be tendered in connection with the exchange
offer described herein.

(3) The preferred share purchase rights, which are attached to the shares of HP
common stock being registered hereunder, will be issued for no additional
consideration. Accordingly, no additional registration fee is payable.

(4) The contingent value rights will be issued by a new subsidiary of
Hewlett-Packard Company purchased in connection with the exchange offer
described herein.



Edgar Filing: HEWLETT PACKARD CO - Form S-4/A

(5) $196,480 of the registration fee was previously paid upon the filing of the
original registration statement.

The registrant hereby amends this registration statement on such date or
dates as may be necessary to delay its effective date until the registrant
shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8 (a) of
the Securities Act of 1933 or until the registration statement shall become
effective on such date as the Commission, acting pursuant to said Section 8 (a),
may determine.

PROSPECTUS

Hewlett-Packard Erste Vermogensverwaltungs— und Beteiligungsgesellschaft mbH

A Newly-Purchased Indirect Subsidiary of

Hewlett-Packard Company
Offer to Exchange Each Outstanding Common Share
of
Indigo N.V.

for either:

$7.50 (not more than 0.4494 and not less than 0.3167 shares) in common stock of
Hewlett-Packard Company

or

$6.00 (not more than 0.3595 and not less than 0.2534 shares) in common stock of
Hewlett-Packard Company and one non-transferable contingent value right

The exchange offer and withdrawal rights will expire at 12:00 noon, New York
City time, on March 21, 2002, unless extended. You may withdraw shares tendered
pursuant to this exchange offer at any time prior to the expiration of the
exchange offer.

On September 6, 2001, we entered into an offer agreement with Indigo N.V. to
acquire all of the outstanding common shares of Indigo. The management board,
the supervisory board and the combined board of Indigo separately and,
excluding a former HP executive whom we designated to serve on the supervisory
and combined boards of Indigo and therefore recused himself from the vote,
unanimously recommend that Indigo shareholders tender their shares pursuant to
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the exchange offer as the boards believe that the consideration is fair to, and
in the best interests of, Indigo and its affiliated and unaffiliated
shareholders.

We are offering to exchange for each Indigo common share that is wvalidly
tendered and not properly withdrawn either:

Fixed Offer Price: $7.50 in HP common stock (not more than 0.4494 and
not less than 0.3167 of a share of HP common stock) or

Contingent Offer Price: $6.00 in HP common stock (not more than 0.3595
and not less than 0.2534 of a share of HP common stock), plus a
contingent value right to receive between $0 and $4.50 in cash in 2005 to
the extent that HP generates between $1.0 billion and $1.6 billion in
cumulative net revenue during the three-year post-closing period from the
sale or lease of LEP Digital Press Products and Consumables (as such
terms are defined in the contingent value rights agreement)

The total number of Indigo common shares exchangeable for the fixed offer
price and the contingent offer price is limited. As a result, you may receive a
form of consideration which is different than the form of consideration you
elected for some of the Indigo common shares you tender. If you elect the fixed
offer price and that form of consideration is over-subscribed by the other
shareholders, you may receive the contingent offer price for as much as 18% of
your tendered Indigo common shares. If you elect the contingent offer price and
that form of consideration is over-subscribed by the other shareholders, you
may receive the fixed offer price for as much as 13.4% of your tendered Indigo
common shares. For the Indigo common shares for which you receive the
contingent offer price, you will receive $6.00 in HP common stock and one
non-transferable contingent value right which may pay as little as $0 in 2005.
For the Indigo common shares for which you receive the fixed offer price, you
will receive $7.50 in HP common stock and no contingent value right which may
pay as much as $4.50 in cash in 2005.

Our obligation to complete the exchange offer is subject to a number of
conditions, including a requirement that the total number of shares tendered
into the exchange offer, when added to the Indigo common shares then owned by
HP (currently 14,814,814 shares representing approximately 13.4% of the
outstanding Indigo common shares), constitutes at least 95% of Indigo's
outstanding common shares (including Indigo common shares issuable upon
exercise of certain warrants). We describe these conditions in the section of
this prospectus titled "The Offer Agreement--Conditions to the Exchange Offer."
HP common stock is listed on the New York Stock Exchange and the Pacific
Exchange under the trading symbol "HWP," and Indigo common shares are listed on
the Nasdag National Market under the symbol "INDG."

The section titled "Risk Factors" beginning on page 29 of this prospectus
contains a description of risks that you should consider.
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We are not asking you for a proxy and you are requested not to send us a
proxy. Any request for proxies will be made only pursuant to separate proxy
solicitation materials.

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of the shares of HP common stock or the
CVRs to be issued in connection with the exchange offer, passed upon the merits
or fairness of the offer agreement and the exchange offer or determined whether
this prospectus is truthful or complete. Any representation to the contrary is
a criminal offense.

This prospectus is dated 2002.

This prospectus does not constitute an offer to sell, or a solicitation of
an offer to purchase, the securities offered by this prospectus in any
jurisdiction to or from any person to whom or from whom it is unlawful to make
such offer or solicitation of an offer in such jurisdiction. Neither the
delivery of this prospectus nor any distribution of securities pursuant to this
prospectus shall, under any circumstances, create any implication that there
has been no change in the information set forth or incorporated by reference
into this prospectus or in our affairs since the date of this prospectus.

The Exchange Offer is not being made in or into Israel and will not be
capable of acceptance in Israel or by persons in Israel, except to certain
persons referred to in Section 15A(B) (1) of the Securities Law, 5728-1968, of
Israel and listed in Appendix One thereto (which includes certain mutual,
provident and venture capital funds, banks, insurers, portfolio managers,
investment advisors, stock exchange members, underwriters and certain
corporations controlled by any of the above). Should you receive this
prospectus in Israel and are not a person referred to above, this prospectus
does not constitute an offer to you to sell, or a solicitation from you of an
offer to purchase, the securities offered by this prospectus or an invitation
or solicitation to tender your Indigo common shares. An Election Form/Letter of
Transmittal contained in an envelope postmarked in Israel, requesting the HP
Common Stock or CVRs to be delivered to an address in Israel, signed or
signature guaranteed in Israel, or otherwise appearing to HP or its agents to
have been sent from Israel, will not constitute a valid acceptance of the
Exchange Offer, unless from a person referred to above, or otherwise in
accordance with, the Securities Law, 5728-1968, and any regulations promulgated
thereunder, of Israel.
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This prospectus incorporates important business and financial information
about HP, Indigo and Compaqg Computer Corporation from documents that each
company has filed with the Securities and Exchange Commission but that have not
been included in or delivered with this prospectus. For a listing of documents
incorporated by reference into this prospectus, please see the section titled
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"Where You Can Find More Information" beginning on page 166 of this prospectus.

HP will provide you with copies of this information relating to HP, without
charge, upon written or oral request to:

Hewlett-Packard Company
3000 Hanover Street
Palo Alto, California 94304
Attention: Investor Relations
Telephone Number: (650) 857-1501

In addition, you may obtain copies of this information by making a request
through HP's investor relations website, http://www.hp.com/hpinfo/investor, or
by e-mail to investor_relations@hp.com.

Indigo will provide you with copies of this information relating to Indigo,
without charge, upon written or oral request to:

Indigo N.V.
c/o Indigo America, Inc.

400 Unicorn Park Drive
Woburn, Massachusetts 01801
Attention: Investor Relations
Telephone Number: (781) 937-8999

In addition, you may obtain copies of this information by making a request
by e-mail to Michael King at indigoir@indigousa.com.

Compaqg will provide you with copies of this information relating to Compaq,
without charge, upon written or oral request to:

Compaq Computer Corporation
P.O. Box 692000
Houston, Texas 77269-2000
Attention: Compaqg Investor Relations, MS 110605
Telephone Number: (800) 433-2391

In addition, you may obtain copies of this information by making a request
through Compag's investor relations website,

http://www.shareholder.com/cpq/document—-request.cfm, or by sending an e-mail to
investor.relations@compaqg.com.

In order for you to receive timely delivery of the documents before closing
of the exchange offer, HP, Indigo or Compaqg should receive your request no
later than March 14, 2002.

iv

QUESTIONS AND ANSWERS ABOUT THE EXCHANGE OFFER

Q: What are HP and Indigo proposing? (see page 87)

A: We have entered into an offer agreement with Indigo, pursuant to which we
will offer through a newly-purchased subsidiary of ours, to acquire all of
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the outstanding Indigo common shares not already owned by us or our
affiliates.

What would I receive in exchange for my Indigo common shares? (see page 87)

In the exchange offer, at your election and subject to the allocation
mechanism described in this prospectus, we are offering through our
newly-purchased subsidiary to exchange for each Indigo common share either:

The fixed offer price, which consists of a fraction of a share of HP
common stock that has a value equal to $7.50, subject to adjustment, as
determined in accordance with the offer agreement; or

The contingent offer price, which consists of (1) a fraction of a share
of HP common stock that has a value equal to $6.00, subject to
adjustment, as determined in accordance with the offer agreement, plus
(2) one non-transferable contingent value right, which we refer to as a
CVR.

As described in more detail in this prospectus, each CVR will entitle its
holder to a contingent cash payment in 2005 from our newly-purchased
subsidiary of up to $4.50 in cash if our consolidated net revenues from the
sale or lease of LEP Digital Press Products and Consumables (as such terms
are defined in the CVR agreement) reach specified revenue milestones over a
three-year period, which will begin after completion of the exchange offer.
The three-year period for determining whether the specified revenue
milestones have been met will commence on the first day of the first
calendar month occurring after the closing date of the exchange offer and
will end on the last day prior to the third anniversary of such day. As
described in more detail in this prospectus, the present value of such
future potential payout will be lower than any amount paid in 2005. For
example, as of the close of the exchange offer, the present value of
receiving $4.50 39 months later is $3.05, $2.77 and $2.52 based on discount
rates of 12%, 15% and 18%, respectively. If the specified revenue thresholds
are not reached, there will be no payout under the CVRs.

How will you calculate the amount of HP common stock to be issued for each
Indigo common share pursuant to the fixed offer price and the contingent
offer price? (see page 87)

We will calculate the amount of HP common stock to be issued, which we refer
to as the exchange ratio, by dividing $7.50, in the case of the fixed offer
price, or $6.00, in the case of the contingent offer price, by the average
closing sales price of HP common stock on the New York Stock Exchange during
the twenty consecutive trading days ending on the trading day on which the
third most recent closing of the U.S. markets prior to the expiration of the
exchange offer occurs. However, the offer agreement provides that the
average HP closing sales price to be used in this calculation will not be
less than $16.69 or more than $23.68. As a result, each Indigo common share
exchanged for the fixed offer price will receive between 0.3167 and 0.4494
of a share of HP common stock, and (2) each Indigo common share exchanged
for the contingent offer price will receive (A) between 0.2534 and 0.3595 of
a share of HP common stock, plus (B) one CVR.

10
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The trading price of HP common stock on the date that you receive HP common
stock in exchange for your Indigo common shares could be more or less than
the average closing sales price of the HP common stock during the relevant
twenty trading day pricing period described above. This means that the
then-current market value of the HP common stock that you receive for each
Indigo common share could be more or less than $7.50, in the case of the
fixed offer price, or $6.00, in the case of the contingent offer price,
regardless of the average HP closing sales price.

We will not issue any fractional shares of HP common stock in connection
with the exchange offer. You will instead receive cash for any fractional
share otherwise issuable to you as further described in this prospectus.

How can I find out the final exchange ratios?

No later than two business days before the exchange offer expires, we will
notify you by issuing a press release announcing the final exchange ratios
for the fixed offer price and the contingent offer price and filing that
press release with the Securities and Exchange Commission. You can also call
our information agent, Georgeson Shareholder Communications, toll-free at
(866) 233-9045 if you are in North America and at (212) 806-6741 if you are
outside of North America for the final exchange ratios and the final average
closing sales price of HP common stock. Persons will be available to answer
questions at this toll free number throughout the entire period that the
exchange offer is open.

Can I elect to exchange some of my Indigo common shares for the fixed offer
price and some of my Indigo common shares for the contingent offer price?
(see page 112)

No. You must elect to exchange all of your Indigo common shares for one
consideration alternative. To the extent that you validly tender your Indigo
common shares but do not indicate in the election form/letter of transmittal
whether you elect to receive the fixed offer price or the contingent offer
price, you will be deemed to have elected to receive the fixed offer price
for all of the Indigo common shares that you tender, subject to the
allocation mechanism described in this prospectus.

Is my election to receive the fixed offer price or the contingent offer
price subject to any limitations? (see page 90)

Yes. The terms of the offer agreement limit the total number of Indigo
common shares that are permitted to be exchanged for each of the fixed offer
price and contingent offer price. Based on Indigo's capitalization as of
December 31, 2001, approximately 39.6 million Indigo common shares may be
exchanged for the fixed offer price, and approximately 56.2 million Indigo

11
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common shares may be exchanged for the contingent offer price. However, the
number of shares that may be exchanged for the fixed offer price may
increase depending upon the exercise of outstanding options and warrants. As
a result, you may receive for some of the Indigo common shares that you
tender a form of consideration alternative that is different than what you
elected. Pursuant to tender and option agreements, the holders of
approximately 47.6 million Indigo outstanding common shares have agreed, to
the extent that either the fixed offer price or the contingent offer price
is oversubscribed, to elect automatically to receive the undersubscribed
consideration alternative for up to all of the Indigo common shares held by
each of those shareholders. If either election remains oversubscribed after
giving effect to the automatic election provided for in the tender and
option agreements, all other Indigo shareholders who have tendered into the
exchange offer for the oversubscribed consideration alternative will be
required to accept some portion of the undersubscribed consideration
alternative. However, as a result of the tender and option agreements
described above, no more than 18% of the Indigo common shares that you
tender will be exchanged for the form of consideration that you do not
elect. One of Indigo's other large shareholders, which holds 24.6 million
shares, has agreed to tender its Indigo common shares into the exchange
offer but has not agreed to elect automatically to receive the
undersubscribed consideration alternative. However, because such shareholder
owns 24.6 million shares and must elect to exchange all of its shares for
either the fixed offer price or the contingent offer price as discussed in
this prospectus, the likelihood that the offer price that such shareholder
elects to receive will be oversubscribed is increased. Based upon Indigo's
capitalization as of December 31, 2001, the 24.6 million shares held by such
shareholder would represent approximately 62% of the Indigo common shares
that may be exchanged for the fixed offer price and approximately 44% of the
Indigo common shares that may be exchanged for the contingent offer price.
In the event that the offer price that such shareholder elects to receive is
oversubscribed, such shareholder's election will result in a decrease in the
percentage of your Indigo common shares (but by no more than the 18% amount
noted above) that will be exchanged for the offer price that you elect if
you also have elected to receive the oversubscribed form of consideration.
To find and calculate the range of potential valuations that may result
after the close of the exchange offer, please see the section titled "The
Exchange Offer" beginning on page 87 of this prospectus.

How can I learn the degree to which I may not receive the consideration
alternative that I requested?

If either of the fixed offer price or contingent offer price elections are
oversubscribed, then the allocation of these consideration alternatives will
be determined after completion of the exchange offer in accordance with the
terms of the offer agreement. We will notify you by issuing a press release
announcing the degree of the allocation, if any, and filing that press
release with the Securities and Exchange Commission. You can also call our
information agent, Georgeson Shareholder Communications, toll-free at (866)
233-9045 if you are in North America and at (212) 806-6741 if you are
outside of North America to learn the degree to which the fixed offer price
or contingent offer price elections may have been allocated after completion
of the exchange offer.
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How long will it take to complete the exchange offer? (see page 109)

The exchange offer will commence on February 19, 2002 and is currently
scheduled to expire at 12:00 noon, New York City time, on March 21, 2002.
However, we may extend the exchange offer as described in this prospectus.

Do Indigo's management, supervisory and combined boards support the exchange
offer? (see page 63)

Yes. 1Indigo's management, supervisory and combined boards, excluding the
member designated by HP who recused himself from the vote, unanimously
support the exchange offer and recommend that you tender your Indigo common
shares in the exchange offer.

Have any Indigo shareholders agreed to tender their shares? (see page 140)

Yes. Some shareholders of Indigo have agreed to tender their Indigo common
shares into the exchange offer. These shareholders comprise all of the
directors and executive officers of Indigo who hold Indigo common shares, as
well as S-C Indigo CV and a foundation, which we refer to as the Landa
Family Trust, of which Benzion Landa, Indigo's Chairman and Chief Executive
Officer, is a beneficiary, and entities directly or indirectly owned by the
Landa Family Trust, which are the major shareholders of Indigo other than
HP. These shareholders, who have entered into tender and option or tender
agreements with HP, hold an aggregate of 72,394,309 Indigo common shares
representing approximately 65.4% of the Indigo common shares outstanding as
of December 31, 2001.

All Indigo board members and executive officers who hold Indigo common
shares have entered into tender agreements with HP.

Is the exchange offer conditioned upon the completion of the proposed
business combination between HP and Compag?

No. The exchange offer is not conditioned upon the completion of the
pending merger of a wholly-owned subsidiary of HP with and into Compag
Computer Corporation, which we refer to as the Compag merger. The Compaqg
merger is subject to customary conditions to closing as set forth in the
merger agreement among HP, a wholly-owned subsidiary of HP and Compaqg, which
we refer to as the Compag merger agreement. These closing conditions to the
Compaq merger are separate and independent from the closing conditions to
the exchange offer. We cannot assure you that we will complete the Compag
merger. If the Compag merger is not ultimately completed, HP common stock
will not reflect any actual or anticipated interest in Compaqg. See the
section titled "Risk Factors--Risks Regarding the Compag Merger and HP and
Compaqg as a Combined Company" in this prospectus for a discussion of
important factors that you should consider in connection with the Compag
merger.
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What percentage of HP common stock will Indigo shareholders own after the
exchange offer?

If we acquire all of the Indigo common shares pursuant to the exchange
offer, former shareholders of Indigo, other than us and our affiliates,
would own approximately 1.9% of the shares of common stock of

HP, based upon the 1,941,391,000 shares of HP common stock and Indigo common
shares outstanding on January 28, 2002, not taking into account stock
options, warrants or convertible securities of Indigo or HP. This ownership
percentage would be reduced to approximately 1.2% if the Compag merger is
completed, in which case we would issue an aggregate of approximately
1,078,182,486 shares of HP common stock to Compag shareowners, not taking
into account a total of approximately 320,808,010 shares of HP common stock
that will be reserved for issuance upon the exercise of options to purchase
Compaqg common stock assumed by HP in connection with the Compag merger.

How do I participate in the exchange offer? (see page 112)

You are urged to read this entire prospectus carefully, and to consider how
the exchange offer affects you. Then, if you wish to tender your Indigo
common shares, you should do the following:

If you hold your common shares in your own name, complete and sign the
enclosed election form/letter of transmittal and return it with your
share certificates to Computershare Trust Company of New York or
Citibank N.A., the co-exchange agents for the exchange offer, at one of
the addresses on the back cover of this prospectus, before the
expiration time of the exchange offer which, unless extended, will occur
on March 21, 2002. We refer to both Computershare and Citibank as the
exchange agent throughout this prospectus.

If you hold your common shares in "street name" through a broker, bank
or nominee, ask your broker, bank or nominee to tender your shares
before the expiration time of the exchange offer.

Please read this prospectus carefully for more information about the
procedures for tendering your shares, electing to receive the fixed offer
price or the contingent offer price, timing of the exchange offer,
extensions of the offering period and your rights to withdraw your shares
from the exchange offer before the expiration time.

Do I have to pay any brokerage fees or commissions? (see page 90)

If you are the record owner of your Indigo common shares and you tender your
shares in the exchange offer, you will not incur any brokerage fees or
commissions. If you own your Indigo common shares through a broker, bank or
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nominee who tenders the shares on your behalf, you may be charged a
commission for doing so. You should consult with your broker, bank or
nominee to determine whether any charges will apply.

What happens if the exchange offer is completed and I have not tendered my
Indigo common shares? (see page 76)

You will continue to own your Indigo common shares. After the completion of
the exchange offer, we may, among other things, delist the Indigo common
shares from the Nasdag National Market and terminate Indigo's reporting
obligations under the United States federal securities laws, such that there
would no longer be a public market for Indigo common shares. In that event,
the value of your Indigo common shares may decline and you may be unable to
sell your Indigo common shares readily or at all after the completion of the
exchange offer.

In addition, we may, but are not required to, effectuate a corporate
restructuring of Indigo, which we refer to as the post-closing
restructuring. The post-closing restructuring, if implemented by us in our
sole discretion, may include, without limitation, the commencement of a
compulsory acquisition by us of Indigo common shares from any remaining
minority Indigo shareholders, which is permitted under Dutch law only if we
own 95% or more of Indigo's outstanding common shares, or other actions that
may make it unattractive for the remaining minority Indigo shareholders to
own Indigo common shares. If we in our sole discretion implement a
post-closing restructuring to acquire any remaining Indigo common shares not
tendered into the exchange offer, we will offer consideration equivalent to
the fixed offer price to the remaining minority Indigo shareholders.
However, the form of the consideration paid to remaining minority Indigo
shareholders in any post-closing restructuring will consist solely of cash.
In addition, under Dutch law the amount of consideration to be paid to the
remaining minority Indigo shareholders in a compulsory acquisition is
subject to judicial determination.

Is HP's financial condition relevant to my decision to tender my common
shares in the exchange offer?

Yes. Since Indigo common shares accepted in the exchange offer will be
exchanged for shares of HP common stock and, with respect to Indigo common
shares exchanged for the contingent offer price, CVRs, you should consider
our financial condition before you decide to tender your Indigo shares in
the exchange offer. In considering our financial condition, you should
review carefully the information in this prospectus and the documents
incorporated by reference into this prospectus because they contain detailed
business, financial and other information about us.

Who can help answer my questions? (see page 168)
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A: If you have any questions about the exchange offer or how to tender your
Indigo common shares, or if you need additional copies of this prospectus,
you should contact:

Georgeson Shareholder
111 Commerce Road
Carlstadt, New Jersey 07072

Indigo@Georgeson.com

Banks and Brokers please call (201) 896-1900

Shareholders in North America call toll-free (866) 233-9045

Shareholders outside of North America call (212) 806-6741

SUMMARY

The following is a summary of the information contained in this prospectus.
This summary may not contain all of the information about the exchange offer
that is important to you. For a more complete description of the exchange
offer, we encourage you to read carefully this entire prospectus, including the
attached annexes. In addition, we encourage you to read the information
incorporated by reference into this prospectus, which includes important
business and financial information about HP, Indigo and Compag. You may obtain
the information incorporated by reference into this prospectus without charge
by following the instructions in the section titled "Where You Can Find More
Information” beginning on page 166 of this prospectus.

The Exchange Offer and the Offer Agreement (see pages 87 and 121)

We and Indigo have agreed to the exchange offer under the terms of an offer
agreement that is described in this prospectus. A copy of the offer agreement
is attached to this prospectus as Annex A. Upon the terms and subject to the
conditions to the exchange offer described in the offer agreement, we will
offer to exchange for each Indigo common share that is validly tendered and not
properly withdrawn, at your election and subject to the allocation mechanism
described in this prospectus, either the fixed offer price or the contingent
offer price.

We will make the exchange offer through a newly-purchased indirect
subsidiary of ours. References in this prospectus to HP, we and us mean HP and
this subsidiary, or HP together with its consolidated subsidiaries, as
appropriate.
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Parties to the Exchange Offer

Hewlett-Packard Company
3000 Hanover Street
Palo Alto, California 94304
(650) 857-1501

HP is a leading global provider of computing, printing and imaging solutions
and services for business and home, and is focused on making technology and its
benefits accessible to all.

HP currently organizes its operations into three major businesses.

Imaging and Printing Systems provides printer hardware, supplies, imaging
products and related professional and consulting services. Printer hardware
consists of laser and inkjet printing devices, which include color and
monochrome printers for the business and home, multi-function laser devices and
wide- and large-format inkjet printers. Supplies offer laser and inkjet printer
cartridges and other related printing media. Imaging products include
all-in-one inkjet devices, scanners, digital photography products, personal
color copiers and faxes. Professional and consulting services are provided to
customers on the optimal use of printing and imaging assets.

Computing Systems provides commercial personal computers (PCs), home PCs,
workstations, UNIX(R) servers, PC servers, storage and software solutions.
Commercial PCs include the Vectra desktop series, as well as OmniBook and
Pavilion notebook PCs. Home PCs include the Pavilion series of multi-media
consumer desktop PCs. Workstations provide UNIX(R), Windows and Linux-based
systems. The UNIX(R) server offering ranges from low-end servers to high-end
scalable systems such as the Superdome line, all of which run on HP's PA-RISC
architecture and the HP-UX operating system. PC servers offer primarily low-end
and mid-range products that run on the Windows and Linux operating systems.
Storage provides mid-range and high-end array offerings, storage area networks
and storage area management and virtualization software, as well as tape and
optical

libraries, tape drive mechanisms and tape media. The software category offers
OpenView and other solutions designed to manage large-scale systems and
networks. In addition, software includes telecommunications infrastructure
solutions and middleware.

IT Services provides customer support, consulting, outsourcing, technology
financing and complementary third-party products delivered with the sales of HP
solutions. Customer support offers a range of high-value solutions from
mission-critical and networking services that span the entire IT environment to
low—cost, high-volume product support. Consulting provides industry-specific
business and IT consulting and system integration services in areas such as
financial services, telecommunications and manufacturing, as well as
cross—industry expertise in Customer Relationship Management (CRM), e-commerce
and IT infrastructure. Outsourcing offers a range of IT management services,
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both comprehensive and selective, including transformational infrastructure
services, client computing managed services, managed web services and
application services to medium and large companies. Technology financing
capabilities include leasing, solution financing and computing and printing
utility offerings.

HP was incorporated in 1947 under the laws of the State of California as the
successor to a partnership founded in 1939 by William R. Hewlett and David
Packard. Effective in May 1998, HP changed its state of incorporation from
California to Delaware.

On September 4, 2001, we entered into the Compag merger agreement. Reference
in this prospectus to the Compaqg merger refers to the proposed merger of a
wholly-owned subsidiary of HP with and into Compaqg pursuant to the Compaqg
merger agreement. Compaqg is a leading global provider of information technology
products, services and solutions for enterprise customers. Compaqg designs,
develops, manufactures and markets information technology equipment, software,
services and solutions, including industry-leading enterprise storage and
computing solutions, fault-tolerant business-critical solutions, communication
products, personal desktop and notebook computers and personal entertainment
and Internet access devices.

Upon completion of the Compag merger, holders of Compag common stock will be
entitled to receive 0.6325 of a share of HP common stock for each share of
Compaq common stock they hold at that time. HP shareowners will continue to own
their existing shares of HP common stock after the Compag merger. The shares of
HP common stock issued in exchange for shares of Compag common stock in
connection with the Compag merger will represent approximately 35.7% of the
outstanding shares of HP common stock immediately following the completion of
the Compag merger, based on the number of shares of HP and Compag common stock
outstanding on January 28, 2002, which excludes the shares of HP common stock
issuable in the exchange offer to acquire Indigo.

There are uncertainties and risks associated with the Compag merger. See the
section titled "Risk Factors—-—-Risks Regarding the Compaqg Merger and HP and
Compaq as a Combined Company" in this prospectus for a discussion of important
factors that you should consider in connection with the Compag merger.

Indigo N.V.

5 Limburglaan
6221 SH Maastricht
The Netherlands
(011) 31-43-356-5656

Indigo N.V. is a leading provider of high performance digital printing
systems used in the production of on-demand, short-run color digitally-printed
products. Indigo's Digital Offset Color technology combines the quality of
ink-based offset printing with the performance advantages of digital imaging.
As in conventional offset printing, Indigo's Digital Offset Color printing
transfers the ink image from the imaging surface to a blanket and

from the blanket to paper. However, unlike conventional offset printing,
Indigo's Digital Offset Color printing creates a new ink image with each
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impression without leaving residual ink on the printing blanket. This complete
transfer is enabled by ElectrolInk, Indigo's proprietary liquid ink, which has a
high degree of cohesiveness during transfer. The unique features of the Digital
Offset Color printing system include (1) ElectroInk, a dispersion of
tentacle-shaped particles, and (2) a heated blanket to which the ElectroInk
image is transferred. The heated printing blanket transfers the Electrolnk
image to the paper, where the ink forms a dry film and sets immediately. Since
the entire ink image is transferred to the paper, the blanket can receive a
different image with each turn of the machine. In addition, Indigo's automatic
"on-the-fly" ink color switching technology enables each turn of the machine to
print not only a new image, but each one in a different color.

Indigo's products, including its proprietary ElectroInk, provide solutions
for the commercial, industrial and photographic printing markets. Indigo's
commercial printing products include the Indigo e-Print Pro+, a four-color
low—-cost, entry-level press, suitable for simple digital printing applications;
the Indigo Platinum, which adds value applications such as electronic
collation, versioning and personalization, and six-color printing capability;
the Indigo UltraStream 2000, which is designed for high-volume printing and
applications requiring seven-color capability; and the Publisher presses,
expected to be commercially available in the second half of 2002, which are
appropriate for mid-volume and mainstream commercial printing, publishing and
direct mail markets. Indigo's industrial printing products include the Omnius
WebStream family of One-Shot Color presses, which bring on-demand color
printing to the main packaging and labeling markets, and the Omnius MultiStream
which permits printing on plastic sheets for the production of specialty
products. Indigo's photographic printing products, which are not expected to be
commercially available before 2002, include the Photo-e-Print line, which will
provide high quality, high speed and low cost solutions for retail and
professional photographic labs as well as centralized wholesale photo-finishing
operations. In addition, Indigo manufactures a number of presses that are
marketed through OEM channels under agreements with DataCard, A.B. Dick
Company, Werner Kammann Maschinenfabrik and HP. Indigo also manufactures and
sells proprietary imaging products essential to the operation of its presses,
including ElectroInk (R) products, photo imaging plates and image transfer
blankets. Indigo products combine the print quality and production capability
of offset presses with the workflow efficiencies and personalization of digital
printing. The Indigo products complement our existing line of digital printing
and imaging products for the home and office markets by expanding our digital
product and technology capabilities to the commercial printing market. Indigo
is headquartered in The Netherlands, with research and development and
manufacturing operations in Israel.

Indigo was incorporated in The Netherlands in 1977 under the name Spectrum
Sciences B.V.

Hewlett-Packard Erste Vermogensverwaltungs— und Beteiligungsgesellschaft mbH
Herrenbergerstr. 140
71034 Boeblingen
Germany

Hewlett-Packard Erste Vermogensverwaltungs— und Beteiligungsgesellschaft mbH
is a newly-purchased indirect subsidiary of HP. We purchased this subsidiary
solely to effect the exchange offer. This subsidiary has no prior operating
history and will not conduct any business prior to the completion of the

exchange offer. We refer to this subsidiary as Newco throughout this prospectus.
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Contingent Value Rights (see page 136)

Upon completion of the exchange offer, Newco and J.P. Morgan Trust Company,
National Association, as trustee, will enter into a CVR agreement that will
govern the CVRs. A copy of the form of CVR agreement is attached to this
prospectus as Annex B-1. Under the terms of the CVR agreement, each CVR will
entitle the holder thereof to a contingent cash payment in 2005 from Newco of
up to $4.50 if our consolidated net revenues

from the sale or lease of LEP Digital Press Products and Consumables (as such
terms are defined in the CVR agreement) reach specified revenue milestones over
a three-year period, which will begin after completion of the exchange offer,
as described in more detail in this prospectus. The amount payable under each
CVR increases linearly from $0 to $4.50 as the cumulative revenue increases
from $1.0 billion to $1.6 billion during the three-year period. No payment will
be made under the CVR if the cumulative revenue is less than or equal to

$1.0 billion. No payment in excess of $4.50 will be made under the CVR if the
cumulative revenue is greater than $1.6 billion. Hewlett-Packard Company will
guarantee the contingent payment obligations of Newco under the CVRs. A copy of
the form of corporate guaranty by Hewlett-Packard Company is attached to this
prospectus as Annex B-2.

For us to achieve the revenue threshold required for there to be any payout
under the CVRs, we will have to expand the revenue base considerably with
respect to LEP Digital Press Products and Consumables (as such terms are
defined in the CVR Agreement). The following table sets forth the potential CVR
payout based on different scenarios of rates of growth in our consolidated net
revenue from the sale or lease of LEP Digital Press Products and Consumables
(as such terms are defined in the CVR Agreement). These growth rate scenarios
are calculated off of a base of $184 million, Indigo's revenues for the
trailing twelve-month period ended September 30, 2001. The CVR payment amounts
shown below set forth the nominal dollar amounts that would be payable in 2005
and have not been adjusted to reflect the net present value of any such
payments. Please see the section of this prospectus titled "The Exchange
Offer--Illustrative Table of Fixed Offer Prices and Contingent Offer Prices and
Value of Offer Consideration" for illustrative values of the total
consideration that would be issued in connection with the exchange offer in
exchange for one Indigo common share.

Cumulative Revenue over the CVR Measuring Period at Various Growth Rates ($
in millions, except for CVR payout amounts)

Year 1-Year 3Cumulative Revenue PayoutPer CVR
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Less than $1,000 S0
$1,000-%1, 600 Up to $4.50 (linear
Greater than $1,600 $4.50

Indigo Revenue

Compounded for the
Annual 12 months ended CVR Measuring Period Three Year
Revenue September 30, ———————————————————— Cumulative

Growth Rates 2001 Year 1 Year 2 Year 3 Revenue
0% $184 $184 $184 $184 S 184

% 184 193 203 213 609

10% 184 202 223 245 670
15% 184 212 243 280 735
20% 184 221 265 318 804
25% 184 230 288 359 877
30% 184 239 311 404 954
33% 184 245 325 433 1,003
35% 184 248 335 453 1,036
40% 184 258 361 505 1,124
45% 184 267 387 561 1,215
50% 184 276 414 621 1,311
55% 184 285 442 685 1,412
60% 184 294 471 754 1,519
64% 184 302 495 812 1,609
65% 184 304 501 827 1,632
70% 184 313 532 904 1,749

The $1 billion lower limit and the $1.6 billion upper limit for
three-year cumulative revenue thresholds as specified in the CVR ag
proposed by us based on projections made by Indigo in 2001 of what
achieve as a stand-alone entity. Based on Indigo's then stated long
revenue growth projections of greater than 30% per year, we set the
threshold at $1 billion which corresponded to an approximate annual
beginning 2002 of 33% and the upper limit threshold of $1.6 billion
corresponded to an approximate annual growth rate beginning in 2002
$1.6 billion upper limit which we would need to achieve in order to
full $4.50 pay-out under the CVRs was determined by us as a highly
scenario that most likely would not be achieved unless Indigo was c
its stand-alone business 1is positioned to achieve revenue growth of
30% beginning 2002 and that we are able to successfully integrate I
our organization as well as generate significant near term synergie
much higher revenue growth rate, approximately 64% beginning 2002.
possible that these growth rates may not be achieved since even a 3
growth rate is significantly higher than that historically achieved
and that based on the current economic climate, Indigo now believes
growth rate it would likely achieve as a stand-alone entity for 200
than approximately 15-20%. Furthermore, pursuant to the CVR agreeme
retained complete freedom on how to operate the Indigo business aft
completion of the exchange offer. As a result, we are free to decid
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time to abandon efforts to research, develop, commercialize, market or sell any
or all LEP Digital Press Products and Consumables (as such terms are defined in
the CVR agreement) .

There are many uncertainties associated with the CVRs, and there is no
assurance that any payment on the CVRs will be made. See the section titled
"Risk Factors—--Risks Related to the Contingent Value Rights" in this prospectus
for a discussion of important factors that you should consider in connection
with the CVRs.

Irrevocable Proxies (see page 140)

Pursuant to the voting agreements further described in this prospectus,
certain major shareholders, directors and executive officers of Indigo granted
us irrevocable proxies to vote their shares of Indigo common shares at all
shareholder meetings in favor of (a) appointment of the new members of Indigo's
management board as set forth in the offer agreement, (b) amendment of Indigo's
articles of association as contemplated in the offer agreement, (c) the
post-closing restructuring, and (d) waiving any notice that may have been or
may be required relating to the exchange offer or any of the other transactions
contemplated by the offer agreement, and against certain alternative
transactions intended to undermine the transactions contemplated by the offer
agreement and subsequent restructuring. Each proxy terminates upon the earlier
of valid termination of the offer agreement or the closing of the exchange
offer.

Reasons for the Exchange Offer

Indigo (see page 59). 1Indigo's management board, supervisory board and
combined board believe that the transaction could result in a number of
benefits to Indigo and its affiliated and unaffiliated shareholders. Indigo's
reasons for entering into the offer agreement and a number of factors
considered by Indigo's management board, supervisory board and combined board
in determining whether to enter into the offer agreement are described in the
section titled "Special Factors—--Indigo's Purposes and Reasons for the Exchange
Offer" in this prospectus.

HP (see page 73). We believe that the exchange offer is fair to the
affiliated and unaffiliated Indigo shareholders. Our reasons for entering into
the offer agreement and a number of factors considered by our board of
directors in determining whether to enter into the offer agreement are
described in the section titled "Special Factors--HP's Purposes and Reasons for
the Exchange Offer" in this prospectus.

Recommendation of the Indigo Boards (see page 63)

Indigo's management board, including Mr. Landa, supervisory board, and
combined board, including Mr. Landa, separately and, excluding the member
designated by us, unanimously have approved the offer agreement, determined
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that the offer agreement and the exchange offer are at a price and terms that
are fair to,

10

and in the best interests of, Indigo and its affiliated and unaffiliated
shareholders and recommend that Indigo shareholders accept the exchange offer
and tender their shares pursuant to the exchange offer. Information about the
recommendation of Indigo's management board, supervisory board and combined
board is more fully described in Indigo's Solicitation/Recommendation Statement
on Schedule 14D-9, which is being mailed to you together with this prospectus.
None of Indigo's management board, supervisory board and combined board makes
any recommendation as to whether Indigo shareholders should elect to receive
the fixed offer price or the contingent offer price.

Opinion of Indigo Financial Advisor Regarding the Exchange Offer (see page 63)

The combined board of Indigo has received a written opinion, dated September
6, 2001, from Gleacher & Co. LLC, to the effect that, as of the date of the
opinion and based on and subject to the matters described in its opinion, the
aggregate consideration provided for in the offer agreement to be received by
all holders of Indigo common shares was fair, from a financial point of view,
to the holders of Indigo common shares, other than HP and our affiliates.
Gleacher expressed no opinion as to the fairness of either the fixed offer
price or the contingent offer price separately. The Gleacher fairness
determination addresses only the fairness, from a financial point of view, of
the aggregate consideration to be offered to the holders of Indigo common
shares as opposed to the actual consideration that could be received by an
individual Indigo shareholder.

The full text of Gleacher's opinion is attached to this prospectus as Annex
D, and we urge you to read this opinion in its entirety. Gleacher's opinion is
addressed only to Indigo's combined board and does not constitute a
recommendation to any holder of Indigo common shares regarding whether that
holder should tender common shares pursuant to the exchange offer.

The full text of Gleacher's presentations to the Indigo boards on September
5, 2001 has been included as exhibits (c) (iii), (c) (iv) and (c) (v) to the
Transaction Statement on Schedule 13E-3 filed by HP, Indigo and Benzion Landa
in connection with the exchange offer.

Indigo Directors and Executive Officers Have Interests in the Exchange Offer
(see page 71)

When you consider Indigo's boards' recommendation that Indigo shareholders
tender their shares in the exchange offer, you should be aware that some Indigo
officers and directors may have interests in the exchange offer that may be
different from, or in addition to, those of Indigo's affiliated and
unaffiliated shareholders generally. These interests include a cash payment of
$2.5 million to Mr. Landa in settlement of payments due to him under his
employment relationship with Indigo, which will terminate upon the completion
of the exchange offer, severance and retention payments to Indigo's three other
executive officers of up to $2,135,000 in the aggregate, and the continued
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employment by us of these executive officers. These interests are described in
more detail in the section titled "Special Factors——-Interests of Indigo
Directors and Executive Officers in the Exchange Offer" in this prospectus, as
well as Indigo's Solicitation/Recommendation Statement on Schedule 14D-9, which
is being mailed to you together with this prospectus.

Indigo's Management and Supervisory Boards Following the Exchange Offer (see
page 123

Pursuant to a resolution to be passed at an extraordinary general meeting of
its shareholders prior to the expiration date of the exchange offer, Indigo
will accept the resignation from its management board and supervisory board of
the existing members thereof and the shareholders will appoint new members to
the management board as designated by us. The new members designated by us for
appointment to the management board will be Charles N. Charnas, J.C.A. van
Diemen and R.E.J. De-Boer. Mr. Charnas is employed by HP as its Assistant
Secretary and Senior Managing Counsel, while Messrs. De-Boer and van Diemen are
employed by our Netherlands subsidiary as Legal Counsel and Tax Manager,
respectively. These resignations and appointments
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will be effective as of, and conditional upon the occurrence of, the closing of
the exchange offer. We do not intend to maintain Indigo's supervisory board
after the completion of the exchange offer.

Extension, Termination, Waiver and Amendment of the Exchange Offer (see page
109)

We expressly reserve the right, subject to the provisions of the offer
agreement, to extend the period of time during which our exchange offer remains
open, and we can do so by giving oral or written notice to the exchange agent.
We are not making any assurances that we will exercise our right to extend the
exchange offer, although, subject to the terms of the offer agreement, we have
agreed to extend the exchange offer for successive extension periods not in
excess of ten business days per extension under specified circumstances. During
an extension, all Indigo common shares previously tendered and not properly
withdrawn will remain subject to the exchange offer, subject to your right to
withdraw your Indigo common shares.

We reserve the right to make any changes in the terms and conditions of the
exchange offer by giving oral or written notice of the changes to the exchange
agent. However, without the prior written consent of Indigo, we cannot:

decrease the offer price;

change the form or combination of consideration to be paid in the
exchange offer;

reduce the number of Indigo common shares to be purchased in the
exchange offer;

amend the conditions to the exchange offer to broaden the scope of those
conditions, add any additional conditions, or otherwise amend any other
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material terms of the exchange offer in a manner materially adverse to
Indigo shareholders;

extend the exchange offer, except as described below and except that we
may extend the exchange offer without Indigo's consent (1) if at the
scheduled expiration date of the exchange offer any of the conditions to
the exchange offer have not been satisfied or waived, or (2) for any
period required by any rule, regulation, interpretation or position of
the Securities and Exchange Commission or its staff; or

amend the minimum condition that Indigo common shares that, together
with Indigo common shares already held by HP and its affiliates,
represent at least 95% of Indigo's common shares be tendered into the
exchange offer (including Indigo common shares issuable upon exercise of
certain warrants), except as described below.

We expressly reserve the right to and may unilaterally amend or waive the
minimum condition to reduce the percentage of outstanding Indigo shares
required to be validly tendered in accordance with the terms of the exchange
offer, provided that we will extend the exchange offer for a period of not
fewer than ten business days after any such amendment or waiver.

We will follow any extension, termination, amendment or delay, as promptly
as practicable, with a public announcement. Any announcement about an extension
will be issued no later than 9:00 a.m., New York City time, on the next
business day after the previously scheduled expiration date. Subject to
applicable law, including Rules 14d-4(d) and 14d-6(c) under the Securities
Exchange Act of 1934, as amended, which require that any material change in the
information published, sent or given to shareholders in connection with the
exchange offer be promptly sent to shareholders in a manner reasonably designed
to inform shareholders of the change, and without limiting the manner in which
we may choose to make any public announcement, we assume no obligation to
publish, advertise or otherwise communicate the public announcement other than
by making a release to the Dow Jones News Service.
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What is Needed to Complete the Exchange Offer (see page 129)

Our obligation to accept Indigo common shares for exchange in the exchange
offer is subject to the satisfaction of a number of conditions, which may, in
some instances, be waived. These conditions include:

the tender into the exchange offer of Indigo common shares that,
together with Indigo common shares already held by us and our
affiliates, represent at least 95% of Indigo's common shares (including
Indigo common shares issuable upon exercise of certain warrants);

the expiration of all waiting periods under United States antitrust law
and receipt of all other foreign antitrust approvals;
the receipt of the other regulatory approvals specified in Annex I of

the offer agreement, including the approval of (1) the Office of the
Chief Scientist of the Israeli Ministry of Industry and Trade and
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(2) the Investment Center of the Israeli Ministry of Industry and Trade;

the absence of specified events including (1) a general suspension of
trading on the New York Stock Exchange, (2) a commencement of a war,
armed hostilities or other international or national calamity directly
involving the United States or (3) a commencement of a war, escalation
of armed hostilities or a general mobilization or other international or
national calamity directly involving Israel that is or is reasonably
likely to be materially adverse to Indigo's ability to conduct business
in Israel;

the accuracy in all material respects of Indigo's representations and
warranties in the offer agreement, except in some cases as does not, and
could not reasonably be expected to, constitute a material adverse
effect on Indigo; and

Indigo's compliance in all material respects with its covenants in the
offer agreement.

HP has not waived any of the conditions to the exchange offer. See the
discussion below for a description of progress to date with respect to the
regulatory conditions to the exchange offer.

We Have Not Yet Obtained All Required Regulatory Approvals to Complete the
Exchange Offer (see page 115)

The exchange offer is subject to antitrust laws. We and Indigo have made the
required filings under the Hart-Scott-Rodino Antitrust Improvements Act of
1976, as amended, with the United States Department of Justice and the Federal
Trade Commission, and the waiting period under the Hart-Scott-Rodino Act was
terminated on October 1, 2001. We and Indigo are also required to make
antitrust filings in Austria, Brazil, Germany, Israel, Italy and Portugal. We
and Indigo have made all these required foreign antitrust filings. The
applicable antitrust clearances in Austria, Germany and Italy have been
granted. However, we have not yet received antitrust clearance in Brazil,
Israel or Portugal. We and Indigo are not permitted (except with respect to
Brazil) to complete the exchange offer until the applicable waiting periods
associated with these filings have expired or been terminated and required
approvals are obtained. In addition, the reviewing agencies or governments,
states or private persons may challenge the exchange offer at any time before
or after its completion.

Completion of the exchange offer also may be subject to the Israeli
Securities Law, 1968 and subject to compliance with the rules and regulations
of the Office of the Chief Scientist of Israel's Ministry of Industry and
Trade, the Investment Center of Israel's Ministry of Industry and Trade and the
Israeli Income Tax Commissioner, all of which may require approvals, consents
or pre-rulings. Such clearances are more fully described in the section titled
"The Exchange Offer--Regulatory Filings and Approvals Required to Complete the
Exchange Offer" in this prospectus.
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Procedure for Tendering (see page 112)

For you to tender Indigo common shares wvalidly pursuant to the exchange
offer, before the expiration of the exchange offer, a properly completed and
duly executed election form and letter of transmittal or manually executed
facsimile of those documents, along with any required signature guarantees, or
an agent's message in connection with a book-entry transfer, and any other
required documents, must be transmitted to and received by our exchange agent
at the address on the back cover of this prospectus. In addition, certificates
for Indigo common shares must be tendered pursuant to the procedures for
book-entry tender before the expiration date of the exchange offer.

Withdrawal Rights (see page 111)

Your tender of Indigo common shares pursuant to the exchange offer is
irrevocable, except that you may withdraw Indigo common shares tendered
pursuant to the exchange offer at any time prior to the expiration date of the
exchange offer, as it may be extended.

Exchange of Indigo Common Shares; Delivery of Shares of HP Common Stock and
CVRs (see page 110)

If the terms and conditions of the exchange offer are satisfied, including,
if the exchange offer is extended or amended, the terms and conditions of any
extension or amendment, we are required to accept for exchange and to deliver
shares of HP common stock and, as applicable, CVRs in exchange for Indigo
common shares validly tendered and not properly withdrawn promptly after the
expiration date of the exchange offer.

Indigo is Prohibited from Considering Other Offers (see page 127)

Indigo has agreed not to solicit, initiate, encourage or discuss any
proposal for a business combination or other similar transaction with any party
other than us prior to the completion of the exchange offer or the termination
of the offer agreement.

We and Indigo May Terminate the Offer Agreement (see page 133)
We and Indigo may agree jointly to terminate the offer agreement at any
time. In addition, either we or Indigo may terminate the offer agreement if:
the exchange offer expires, or is terminated in accordance with the
terms of the offer agreement, without our having accepted for exchange
any Indigo common shares;
the exchange offer has not been completed by August 30, 2002;

any applicable law or regulation makes completion of the exchange offer
illegal or otherwise prohibited; or
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a final, non-appealable order of a court or other governmental body
prohibits the completion of the exchange offer.

We also may terminate the offer agreement if:

any of Indigo's boards approves or recommends to Indigo shareholders any
other acquisition proposal;

any of Indigo's boards withholds, withdraws, amends or modifies its
recommendation in favor of the exchange offer;

Indigo fails to include its boards' recommendation in favor of the
exchange offer in this prospectus or in Indigo's
Solicitation/Recommendation Statement on Schedule 14D-9, which is being
mailed to you together with this prospectus;
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Indigo breaches in any material respect the provision in the offer
agreement that prohibits Indigo from considering other acquisition
proposals;

Any of the Indigo shareholders who are party to the tender and option
agreements, or its affiliates, breaches the provisions of the tender and
option agreements or the voting agreements with us to which it is also a
party; or

A person unaffiliated with us commences a tender or exchange offer for
Indigo common shares and Indigo does not send to its shareholders within
ten business days a statement disclosing that Indigo recommends
rejection of such tender or exchange offer and reaffirming its boards'
recommendation in favor of our exchange offer.

We also may terminate the offer agreement if Indigo breaches its
representations, warranties or covenants in the offer agreement such that the
conditions to our obligation to complete the exchange offer regarding
representations, warranties or covenants would not be satisfied. However, if
Indigo's breach is curable through its commercially reasonable efforts, we may
not terminate the offer agreement based on Indigo's breach until the earlier of
(1) thirty days after we deliver written notice of such breach to Indigo, or
(2) Indigo's ceasing to use its commercially reasonable efforts to cure such
breach.

Indigo also may terminate the offer agreement if (1) we materially breach
our covenants in the offer agreement, or (2) we breach our representations and
warranties in the offer agreement and such breach would reasonably be expected
to have a material adverse effect on us. However, if our breach is curable
through our commercially reasonable efforts, Indigo may not terminate the offer
agreement based on our breach until the earlier of (1) thirty days after Indigo
delivers a written notice of such breach to us, or (2) our ceasing to use our
commercially reasonable efforts to cure such breach.

We or Indigo May Be Required to Pay a Termination Fee (see page 133)

The offer agreement requires Indigo to pay us a termination fee of $27
million in cash and to reimburse us for up to $2 million in our expenses if we
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terminate the offer agreement because of the occurrence of a triggering event,
which includes the Indigo boards' approval or recommendation of any other
acquisition proposal, the withholding, withdrawal, amendment or modification of
the Indigo boards' recommendation in favor of the exchange offer or failure to
recommend rejection of any other third party tender or exchange offer. See the
section titled "The Offer Agreement--Termination of the Offer
Agreement—--Termination by HP" for the full definition of a triggering event.

The offer agreement requires Indigo to reimburse us for up to $2 million of
our expenses related to the exchange offer if we terminate the offer agreement
because Indigo breached any of its covenants or agreements in the offer
agreement or any of Indigo's representations or warranties were untrue or have
become untrue such that we would not be required to complete the exchange offer
pursuant to the terms of the exchange offer.

The offer agreement requires us to reimburse Indigo for up to $2 million of
its expenses if the offer agreement is terminated by Indigo because we breached
any of our covenants or agreements in the offer agreement or any of our
representations or warranties were untrue or have become untrue in a material
manner.

The Exchange Offer is Taxable for United States Federal Income Tax Purposes
(see page 78)

The receipt of shares of HP common stock and CVRs in exchange for Indigo
common shares pursuant to the exchange offer will be a taxable transaction for
United States federal income tax purposes. Each Indigo shareholder receiving
only HP common stock and cash instead of fractional shares will recognize gain
or loss equal to the difference between (1) the sum of the fair market value of
the HP common stock and the cash
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received instead of fractional shares, and (2) the shareholder's adjusted tax
basis in such shares. In the case of Indigo shareholders receiving HP common
stock and CVRs, unless the "open transaction" method of reporting applies, the
shareholder's gain or loss will be computed as described above taking into
account the fair market value of the CVRs on the date of the exchange, and the
shareholder's tax basis in the CVRs will equal such fair market value. Gain or
loss must be calculated separately for each block of Indigo common shares
acquired at the same cost in a single transaction. Assuming that such shares
constitute capital assets in the hands of the Indigo shareholder, such gain or
loss will be capital gain or loss and will be long-term capital gain or loss 1if
the shareholder's holding period is more than one year.

The treatment of a payment in the future to a holder of a CVR is not
entirely clear, but should be treated as a payment under a contract for the
sale or exchange of Indigo common shares to which Section 483 of the Internal
Revenue Code of 1986, as amended, which is referred to in this prospectus as
the Internal Revenue Code, applies. Under Section 483, a portion of the payment
pursuant to the CVRs will be treated as interest, which will be ordinary income
to the holder of the CVRs when the payment is received, and the remainder will
be treated as sales proceeds from the exchange of the CVRs. Assuming open
transaction treatment does not apply, a shareholder will recognize gain in the
amount by which the payment, other than the portion characterized as interest,
exceeds the shareholder's tax basis in the CVRs. In such event, if no payment
is made or the payment is less than the shareholder's tax basis in the CVRs,

29



Edgar Filing: HEWLETT PACKARD CO - Form S-4/A

the shareholder will recognize a loss. The gain or loss will be long-term
capital gain or loss.

In the event that the CVRs are treated as debt instruments for United States
federal income tax purposes, a holder would be required to include over the
term of the CVR an amount in income as interest, based on the yield of
"comparable" debt instruments, in advance of the receipt of any payment,
regardless of the holder's method of accounting.

Indigo shareholders may be subject to backup withholding at the rate of 30
percent with respect to cash received instead of fractional shares pursuant to
the exchange offer or upon a payment under the CVRs unless the shareholder
provides a correct taxpayer identification number in the manner required or
certifies that it is not subject to backup withholding or is an "exempt
recipient." The rate of withholding is scheduled to be reduced over time to 29%
in 2005. Backup withholding is not an additional tax, but rather may be
credited against the taxpayer's tax liability for the year.

Indigo shareholders are urged to consult their own tax advisors regarding
the United States federal, state, local, foreign, and other tax consequences of
the exchange offer in light of their particular circumstances.

Accounting Treatment of the Exchange Offer (see page 114)

We will account for the exchange offer under the purchase method of
accounting for business combinations in accordance with United States generally
accepted accounting principles.

We Will List Shares of HP Common Stock on the New York Stock Exchange and the
Pacific Exchange (see page 119)

We will use our commercially reasonable efforts to cause the shares of HP
common stock issuable or required to be reserved for issuance in connection
with the exchange offer to be listed on the New York Stock Exchange and the
Pacific Exchange, effective as of the closing time of the exchange offer,
subject to official notice of issuance.

Indigo Appraisal Rights (see page 117)

Dutch law does not recognize the concept of appraisal or dissenters' rights,
and, accordingly, Indigo shareholders have no appraisal rights for their common
shares under Dutch law in connection with the exchange offer.
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SUMMARY SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF HP

The table below presents a summary of selected historical consolidated
financial data with respect to HP as of the dates and for the periods
indicated. The historical consolidated statements of earnings data presented
below for the fiscal years ended October 31, 2001, 2000 and 1999 and the
historical consolidated balance sheets data as of October 31, 2001 and 2000
have been derived from HP's historical consolidated financial statements, which
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are incorporated by reference into this prospectus. The historical consolidated
statements of earnings data presented below for the fiscal years ended October
31, 1998 and 1997 and the historical consolidated balance sheets data as of
October 31, 1999, 1998 and 1997 have been derived from HP's historical
consolidated financial statements, which are not incorporated by reference into
this prospectus.

It is important for you to read the following summary selected historical
consolidated financial data together with the consolidated financial statements
and accompanying notes contained in HP's Annual Report on Form 10-K, as amended
on January 30, 2002, for its fiscal year ended October 31, 2001, as filed with
the Securities and Exchange Commission, as well as the sections of HP's Annual
Report on Form 10-K, as amended on January 30, 2002, titled "Management's
Discussion and Analysis of Financial Condition and Results of Operations," all
of which are incorporated by reference into this prospectus.
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HEWLETT-PACKARD COMPANY AND SUBSIDIARIES
Summary Selected Historical Consolidated Financial Data/ (1) (2)/

(In millions, except per share amounts)

As of or For the Year Ended October 31,

2001 2000 1999
Historical Consolidated Statements of Earnings Data:
NEl TOVENUE . « vttt ittt et e et eee et eeeeeeenaeeesseeeennns $45,226 $48,870 $42,371
Earnings from operations/ (3) /...t ieneennns 1,439 4,025 3,818

Net earnings from continuing operations before

extraordinary item and cumulative effect of change

in accounting principle/ (4) (5)/ i, 624 3,561 3,104
Net earnings per share from continuing operations

before extraordinary item and cumulative effect of

change in accounting principle:/ (4) (5) (6)/

= = I o 2P $ 0.32 8 1.80 $ 1.54

5 G Y P 0.32 1.73 1.49

Cash dividends declared per share/(6)/....uoueeeeenn.. 0.32 0.32 0.32
Historical Consolidated Balance Sheets Data:

Total ASSEES/ (1) /i ittt it e e e e e e e e et et e e e $32,584 $34,009 $35,297

Long-—term debt ... ...ttt ettt e 3,729 3,402 1,764

$39,330
3,456

2,678

$ 1.29
1.26
0.30

$31,708
2,063

$

$

$

31

35,358
3,476

2,515

1.23
1.19
0.26

29,852
3,158
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(1) HP's consolidated financial statements and notes for all periods present
the businesses of Agilent Technologies, Inc. as a discontinued operation
through the spin-off date of June 2, 2000. Accordingly, total assets
includes net assets of discontinued operations of $3,533 million at October
31, 1999, $3,084 million at October 31, 1998 and $3,171 million at October
31, 1997.

(2) Certain reclassifications have been made to prior year balances in order to
conform to the current year presentation.

(3) Earnings from operations includes restructuring charges of $384 million in
fiscal 2001, $102 million in fiscal 2000 and $122 million in fiscal 1998.

(4) Net earnings and net earnings per share from continuing operations before
extraordinary item and cumulative effect of change in accounting principle
include the following items before related tax effects: $384 million of
restructuring charges, $471 million of impairment losses on investments, a
$400 million charge for litigation settlement and a $131 million loss on
divestiture in fiscal 2001; $102 million of restructuring charges and $203
million of gains from divestitures in fiscal 2000; and $122 million of
restructuring charges in fiscal 1998.

(5) HP adopted Staff Accounting Bulletin No. 101, "Revenue Recognition in
Financial Statements" in the fourth quarter of fiscal year 2001,
retroactive to November 1, 2000.

(6) All per share amounts reflect the retroactive effects of the two-for-one
stock split in the form of a stock dividend effective October 27, 2000.
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SUMMARY SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF COMPAQ

We have included in this prospectus the summary selected historical
consolidated financial data of Compaq set forth below for informational
purposes because we are required to include unaudited pro forma condensed
combined consolidated financial data after giving effect to the Compag merger
as a purchase of Compag by HP using the purchase method of accounting. However,
you should be aware that the exchange offer is not conditioned upon the
completion of the Compag merger. If we do not complete the Compaq merger, the
HP stock that you receive in the exchange offer will not reflect any actual or
anticipated interest in Compaqg, its operating results or its assets and
liabilities.

The table below presents a summary of selected historical consolidated
financial data with respect to Compag as of the dates and for the periods
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indicated. The historical consolidated statements of income data presented
below for the fiscal years ended December 31, 2001, 2000 and 1999 and the
historical consolidated balance sheets data as of December 31, 2001 and 2000
have been derived from Compaq's historical consolidated financial statements,

which are incorporated by reference into this prospectus. The historical

consolidated statements of income data presented below for the fiscal years
ended December 31, 1998 and 1997 and the historical consolidated balance sheets
data as of December 31, 1999, 1998 and 1997 have been derived from Compaq's
historical consolidated financial statements, which are not incorporated by

reference into this prospectus.

It is important for you to read the following summary selected historical
consolidated financial data together with the consolidated financial statements
and accompanying notes contained in Compag's Annual Report on Form 10-K for its
fiscal year ended December 31, 2001 as filed with the Securities and Exchange
Commission on January 30, 2002, as well as the sections of Compaqg's Annual
Report on Form 10-K titled "Management's Discussion and Analysis of Financial

Condition and Results of Operations," all of which are incorporated by
reference into this prospectus.
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COMPAQ COMPUTER CORPORATION

Summary Selected Historical Consolidated Financial Data

(In millions, except per share amounts)

As of or For the Year Ended Decem

$42,222 $38,447 $31,169

875 934 (2,662)

595 569 (2,743)
$ 569 S 569 $(2,743)

2001
Historical Consolidated Statements of Income Data:
Total TeVENUE/ (2) / i ittt ittt e e e e ettt ettt ettt eeeeeennnn $33,554
Income (loss) before income taxes/ (3) (4) (5)/ . eeennn. (773)
Income (loss) before cumulative effect of accounting
[ 9122 L 1R (563)
Net 1ncCome (L10SS) / (6) /et ettt e e e e e e e e e e e e e S  (785)
Earnings (loss) per common share:
Basic:
Before cumulative effect of accounting change............ $ (0.34)
Cumulative effect of accounting change, net of tax....... (0.13)
$ (0.47)
Diluted:
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Before cumulative effect of accounting change............ S (0.34) $ 0.34 $ 0.34 $ (1.71
Cumulative effect of accounting change, net of tax....... (0.13) (0.01) —— ——

Shares used in computing earnings (loss) per common share:

=S 1,688 1,702 1,693 1,608
5 R ol Y 1,688 1,742 1,735 1,608
Cash dividends declared per common Shar€..........eeeeenenenon. $ 0.10 $ 0.10 $ 0.085 $ 0.065

Historical Consolidated Balance Sheets Data:

UL TENE S S St it ittt ittt ettt et eeeeeeeeeeeeennaeeeeseeeennns $13,278 $15,111 $13,849 $15,167
Total ASSEL S . ittt ittt e et e e e e e e e e e 23,689 24,856 27,277 23,051
Current liabilities...... ittt ittt 11,133 11,549 11,838 10,733
Long—term obligations. . ...ttt ittt it ittt teeeeeeen 600 575 - 422
Stockholders' eqUity .. vt i ittt ettt ettt et 11,117 12,080 14,834 11,351

(1) 1998 results reflect the acquisition of Digital Equipment Corporation
(Digital) in June 1998.

(2) 2000 and 1999 reflect reclassifications between product revenue and other
income and expense to reflect the adoption of Emerging Issues Task Force
Issue 01-9, "Accounting for Consideration Given by a Vendor to a Customer
or a Reseller of the Vendor's Products" (EITF 01-9).

(3) Includes a $742 million charge for restructuring and related charges in
2001; an $86 million release of restructuring reserves in fourth quarter
2000; an $868 million charge for restructuring and related charges in 1999;
a $393 million charge for restructuring and asset impairments in 1998 in
connection with the Digital acquisition and the closing of certain Compaqg
facilities.

(4) Includes non-recurring, non-tax-deductible charges associated with
purchased in-process technology of $3.2 billion in connection with the
Digital acquisition in 1998, and $208 million in connection with
acquisitions in 1997.

(5) Includes a $613 million charge for impairment of investments and related
assets in 2001; a $1.8 billion charge for impairment of investments in
2000; and a $1.2 billion gain on the sale of an 81.5 percent interest in
AltaVista Company in 1999.

(6) Includes a $222 million cumulative effect in 2001 for the adoption of EITF
01-9 and a $26 million cumulative effect in 2000 for the adoption of
Securities and Exchange Commission Staff Accounting Bulletin No. 101,
"Revenue Recognition in Financial Statements," as amended.
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SELECTED UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED
FINANCIAL DATA OF HP AND COMPAQ

We have included in this prospectus the selected unaudited pro forma
condensed combined consolidated financial data set forth below after giving
effect to the Compag merger as a purchase of Compaqg by HP using the purchase
method of accounting, as required under the rules of the Securities and
Exchange Commission. Under these rules, the selected unaudited pro forma
condensed combined consolidated financial data set forth below is not required
to, and does not, give effect to the exchange offer. You should be aware that
the exchange offer is not conditioned upon the completion of the Compaq merger.
If we do not complete the Compaqg merger, the HP stock you receive in the
exchange offer will not reflect any actual or anticipated interest in Compagq,
its operating results or its assets and liabilities.

The following selected unaudited pro forma condensed combined consolidated
financial data was prepared using the purchase method of accounting. Due to
different fiscal period ends for HP and Compaqg, the unaudited pro forma
condensed combined consolidated statement of earnings data combines the
historical consolidated statements of earnings data of HP for the year ended
October 31, 2001 with Compaqg's historical consolidated statements of income
data for the twelve months ended September 30, 2001, giving effect to the
merger as if it had occurred on November 1, 2000. The unaudited pro forma
condensed combined consolidated balance sheet data combines HP's historical
consolidated balance sheet data as of October 31, 2001 with Compaqg's historical
consolidated balance sheet data as of September 30, 2001, giving effect to the
merger as if it had occurred as of October 31, 2001.

The selected unaudited pro forma condensed combined consolidated financial
data 1s based on estimates and assumptions which are preliminary. This data is
presented for informational purposes only and is not intended to represent or
be indicative of the consolidated results of operations or financial condition
of HP that would have been reported had the merger been completed as of the
dates presented, and should not be taken as representative of future
consolidated results of operations or financial condition of HP.

This selected unaudited pro forma condensed combined consolidated financial
data should be read in conjunction with the summary selected historical
consolidated financial data of each of HP and Compaq, respectively, contained
elsewhere in this prospectus, the unaudited pro forma condensed combined
consolidated financial statements and accompanying notes included in HP's
current report on Form 8-K filed with the Securities and Exchange Commission on
February 14, 2002 incorporated by reference into this prospectus, and the
separate historical consolidated financial statements and accompanying notes of
HP and Compaqg incorporated by reference into this prospectus. See the section
titled "Where You Can Find More Information" beginning on page 162 of this
prospectus.

21

HP AND COMPAQ
Selected Unaudited Pro Forma Condensed Combined Consolidated Financial Data/ (1)/
(In millions, except per share amounts)
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Year Ended
October 31, 2001

Unaudited Pro Forma Condensed Combined Consolidated Statements of Earnings Data:

S S ol S =0 o L6 $81, 733
Earnings from Operations. . ...ttt ittt ettt ettt 1,167
Net earnings (loss) from continuing operationsS..........iiiiiitiiienneeeeennn (1,026)
Net earnings (loss) per share from continuing operations:
=5 T S (0.34)
D G Y $ (0.34)
Average number of shares and share equivalents:
2 T Y 3,004
0 G o 3,004
As of

October 31, 2001

Unaudited Pro Forma Condensed Combined Consolidated Balance Sheet Data:

Cash, cash equivalents and short-term investments................... $ 8,276
WOorKking Capital. vttt ittt ettt e et e ettt e et eeeeaeeeeeanenn 11,347
o o= B A= = = i = 69,188
Long—term debt ...ttt it et e e e e e e e e e 4,329
Total stockholders' eqUity. ..ot i it iie ittt et enneaanns 36,803

(1) See the unaudited pro forma condensed combined consolidated financial
statements and accompanying notes included in HP's current report on Form
8-K filed with the Securities and Exchange Commission on February 14, 2002
and incorporated herein by reference.
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SUMMARY SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF INDIGO

The table below presents a summary of selected historical consolidated
financial data with respect to Indigo as of the dates and for the periods
indicated. The historical consolidated statements of operations data presented
below for the fiscal years ended December 31, 2000, 1999 and 1998 and the
historical consolidated balance sheets data as of December 31, 2000 and 1999
have been derived from Indigo's historical consolidated financial statements,
which are incorporated by reference into this prospectus. The historical
consolidated statements of operations data presented below for the fiscal years
ended December 31, 1997 and 1996 and the historical consolidated balance sheets
data as of December 31, 1998, 1997 and 1996 have been derived from Indigo's
historical consolidated financial statements, which are not incorporated by
reference into this prospectus. The selected historical consolidated financial
data as of and for the nine months ended September 30, 2001 and 2000 has been
derived from Indigo's unaudited historical condensed consolidated interim
financial statements which are included elsewhere in this prospectus and
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reflect, in the opinion of Indigo's management, all adjustments, consisting of

only normal recurring adjustments, which Indigo considers necessary for a fair
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presentation of the results of operations for those periods and financial
position at those dates.

It is important for you to read the following summary selected historical
consolidated financial data together with the consolidated financial statements
and accompanying notes contained in Indigo's Annual Report on Form 20-F for its
fiscal year ended December 31, 2000 as filed with the Securities and Exchange

Commission,

which are incorporated by reference into this prospectus and the

condensed consolidated interim financial statements and accompanying notes

which are included elsewhere in this prospectus as well as the section titled
"Indigo Management's Discussion and Analysis of Financial Condition and Results
of Operations" also included elsewhere in this prospectus.
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INDIGO N.V.

SUMMARY SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA
(In thousands, except per share amounts)

As of or For the
Nine Months Ended
September 30,

2001 2000
(unaudited)

Historical Consolidated Statements of Operations Data:
Revenues:

Equipment and post-sales revenue............c.ouoee... $134,736 $115, 386

License fees, royalties and other................... - 62

TotaAl FOVENUE S . v vttt it ettt et eeteeeeeeeneeeeeenenan 134,736 115,448

Costs and expenses:

Equipment and post-sales cost of goods sold......... 80,562 61,754

Research and development, net..........coiiiiieeennn.. 13,044 14,487

Selling, general and administrative/ (3)/............ 55,910 51,111

Restructuring charges. ... ..ottt itieeeeeeennnnn - -

Litigation settlement.........iiiiiiiitinennnnnnnsn - -

Total COSLS and EXPENSES . v v vttt i tneneeeeennneeens 149,516 127,352

OPerating LOSS . i i ittt ittt ettt e e e e ettt e (14,780) (11, 904)
Other income (expenses)

INteresSt EXPENSES . ¢ ittt ittt e te et ettt eeeeeeeeeeaeens (920) (1,551)

Interest income and other income, net............... 3,370 1,757
Loss before provision for income taxes................. (12,330) (11,698)
Provision for income taxXes.......oiiiiitiineneeeeennnnn 135 828

Net loss before cumulative effect of an accounting
Change, NEL/ (2) / uuu ittt e e et e et et et et e e e (12,465) (12,526)
Cumulative effect of an accounting change, net as of

$164,719 $140,704
89 4,328

164,808 145,032

83,658 74,644
19,534 14,160
71,927 57,596

(10, 311) (1,368)
(1,240) (1,671)
3,013 2,406
(8,538) (633)
1,097 739
(9,635) (1,372)
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beginning of the year/(2)/....

Net loss before dividend requirements..................
Dividend on Convertible Preferred Shares

Current/ (1) /...
Inducement regarding conversion of Series A Preferred

Shares/ (1) /

Net loss applicable to common shares outstanding.......

Basic and diluted weighted average number of common
shares outstanding............

Basic and diluted loss per common share before

cumulative effect of an accounting change,

Basic and diluted loss per common share of cumulative

effect of an accounting change,

Basic and diluted loss per common share after

cumulative effect of an accounting change,

Pro forma amounts assuming the accounting change is
applied retroactively:
Net loss applicable to common shares
outstanding/ (4)/...........

Basic and diluted loss per common share/(4)/........

Historical Consolidated Balance Sheets Data:
Working capital................

Total assets

Short-term debt................
Long-term debt.................

Total shareholders'

No.

In 2000,
preferred shares in a total amount of $104,867,
respect of accumulated dividends and $58,685 in respect of the inducement.
Pursuant to Securities and Exchange Commission Staff Accounting Bulletin
"Revenue Recognition in Financial Statements,"

— (1,935)  (1,935) —
(12,465) (14,461) (11,570)  (1,372)
— (8,793)  (8,793) (11,098)

- (58,685) (58,685) -
$(12,465)  $(81,939) $(79,048) $(12,470)
110,418 78,816 85,298 77,282
$ (0.11) $ (1.01) $ (0.90) $ (0.16)
- (0.03) (0.03) -

$ (0.11) $ (1.04) $ (0.93) $ (0.16)
$(80,005) $(77,113) $(11,896)

$ (1.02) $ (0.90) $ (0.15)

s 78,711 $ 14,368 $108,551 $ 46,108
201,725 127,443 216,870 140,638
18,374 15,489 5,428 17,191
107,534 26,869 124,397 57,835

Indigo granted stock dividends to the holders of the Series A

of which $46,182 was in

Indigo has

implemented a change in its revenue recognition policy in the year ended

December 31,
Royalty expenses in the annual periods presented are included within
selling, general and administrative expenses.

nine month period ended September 30,

2000.

goods sold.

The amounts for the nine month period ended September 30,
were $3,050,000 and $2,308,000,
December 31,
$2,243,000,

2000, 1999,
$980,000 and $1

1998,

respectively,

respectively.

1997 and 1996 were $3,029,000,
,287,000,

Royalty expenses in the
2000 and 2001 are included in cost of

2001 and 2000
and for the five years ended
$2,711,000,

Indigo will classify royalty expenses in its 2001 financial statements
within cost of goods sold and will reclassify comparative prior period
amounts at that time.

not calculated.

The pro forma amounts for the years ending December 31,
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1997 and 1996 were
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COMPARATIVE HISTORICAL AND PRO FORMA PER SHARE DATA

The following table presents comparative historical per share data regarding
the net earnings (loss), book value and dividends of each of HP, Indigo and
Compaqg and unaudited combined pro forma per share data of HP and Indigo after
giving effect to the exchange offer as a purchase of Indigo by HP assuming the
exchange offer had been completed on November 1, 2000. The following data
assumes (1) that 0.3345 of a share of HP common stock will be issued in
exchange for each Indigo common share that receives the fixed offer price, (2)
that 0.2676 of a share of HP common stock will be issued in exchange for each
Indigo common share that receives the contingent offer price and (3) the
assumption of Indigo outstanding options based upon the fixed offer price
exchange ratio. The fixed offer price and contingent offer price exchange
ratios were based on HP's closing market price of $22.42 per share of its
common stock on January 16, 2002. The actual exchange ratios will be based on
the average sales price of HP common stock during the twenty consecutive
trading days ending on the trading day on which the third most recent closing
of the U.S. markets prior to the expiration of the exchange offer occurs.

The following table also presents unaudited combined pro forma per share
data of HP, Compag and Indigo after giving effect to the Compaq merger as a
purchase of Compaqg by HP and after giving effect to the exchange offer as a
purchase of Indigo by HP assuming both of these transactions had been completed
on November 1, 2000. The following data for HP, Compag and Indigo further
assumes that 0.6325 of a share of HP common stock will be issued in exchange
for each share of Compag common stock in connection with the Compag merger and
the assumption of Compaqg options based upon the same exchange ratio in addition
to the issuance of HP common stock and assumption of options in connection with
the Indigo exchange offer based on the exchange ratios discussed above. This
data has been derived from and should be read in conjunction with the summary
selected historical consolidated financial data contained elsewhere in this
prospectus, and the separate historical consolidated financial statements and
accompanying notes of each of HP, Indigo and Compaq, included in, or
incorporated by reference into, this prospectus. The unaudited combined pro
forma per share data is presented for informational purposes only and is not
necessarily an indication of the consolidated results of operations or
financial condition that would have been achieved had the exchange offer or the
Compaq merger been completed as of the date presented, and should not be taken
as representative of future consolidated results of operations or financial

condition of HP.

As of and For the Year Ended Oct

HP and C

(Una
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Net earnings (loss) per share from continuing operations/ (4)/:

=5 1 $0.32 $(0.09)

5 T oY $0.32 $(0.09)

Book value per common share at period end/(5)/.....cuiiieiina.. $7.20 S 0.98

Cash dividends declared per share........eieeeeeeeeeeenennnnns $0.32 $ —=
25

$0.
$0.
$7.
$0.

28
28
41
32

y A N N

As of and For the Year Ended Octob

HP,

Indigo

and

Indigo
Equivalent

Fixed

Offer

Compagq/ (1) / Compaq/ (2)/ Price/ (3)/

Net earnings (loss) per share from continuing operations/ (4)/:

25 = 2 $(0.81) S (0.
L G Y $(0.81) S (0
Book value per common share at period end/ (5)/....uuiuueeen... S 6.64 $12
Cash dividends declared per share........eeieeeeeeeeeeneennnns $ 0.10 $ 0

Indigo historical per share data is as of or for the twelve months ended
September 30, 2001. Compag historical per share data is as of or for the
twelve months ended September 30, 2001.

Because of different fiscal period ends, financial information for HP as of

or for the year ended October 31, 2001 has been combined with financial
information for Indigo as of or for the twelve months ended September 30,
2001 and with financial information of Compaqg as of or for the twelve
months ended September 30, 2001.

The Indigo equivalent pro forma combined per share amounts are calculated
by multiplying HP and Indigo pro forma combined share amounts and HP,
Indigo and Compaq pro forma combined share amounts by the exchange ratios

of shares of HP common stock for Indigo common shares in the exchange offer

(i.e., 0.3345, with respect to the fixed offer price, and 0.2676, with
respect to the contingent offer price).

Net earnings (loss) per share from continuing operations are presented
before extraordinary item and cumulative effect of accounting change.
Historical book value per share is computed by dividing stockholders'
equity by the number of shares of HP, Indigo or Compag common stock
outstanding at the end of each period. Pro forma book value per share is

36)

.36)
.32
.38

(Unaudited)

.12)
.12)
.12
.13

r Ur 0 U
o x> O O
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computed by dividing pro forma stockholders' equity by the pro forma number
of shares of HP common stock outstanding at the end of each period.
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COMPARATIVE PER SHARE MARKET PRICE DATA

HP common stock trades on the New York Stock Exchange and the Pacific
Exchange under the symbol "HWP." Indigo common shares trade on the Nasdag
National Market under the symbol "INDG."

The following table shows the high and low sales prices per share of HP
common stock as reported on the New York Stock Exchange composite transactions
tape and Indigo common shares as reported on the Nasdag National Market on (1)
September 5, 2001, the last full trading day preceding public announcement that
HP and Indigo had entered into the offer agreement, and (2) February 13, 2002,
the last full trading day for which high and low sales prices were available as
of the date of this prospectus.

The table also includes the equivalent high and low sales prices per Indigo
common share on those dates for (1) the fixed offer price and (2) the
contingent offer price. These equivalent high and low sales prices per share
reflect the fluctuating value of HP common stock that an Indigo shareholder
would receive for each Indigo common share if the exchange offer were completed
on either of those dates. We have calculated the equivalent per share price by
applying the exchange ratio in the offer agreement for the fixed offer price
and the contingent offer price, which would have applied if we had initially
accepted for payment Indigo common shares on those dates, to the market price
of HP common stock on those dates. For purposes of the following table, we
determined these hypothetical exchange ratios by dividing $7.50 or $6.00, as
the case may be, by the average HP trading price during the twenty trading days
ending on the third trading day prior to those dates; provided that the average
trading price used in this calculation was not less than $16.69 or more than
$23.68. The following table excludes any value that may be attributable to the
CVRs to be received by Indigo shareholders whose Indigo common shares are
exchanged for the contingent offer price.

Equivalent Equivalent
Price per Share Price per Share
HP Indigo Fixed Offer Contingent
Common Stock Common Shares Price Offer Price
High Low High Low High Low High Low
September 5, 2001............ $19.00 $17.00 $5.89 $5.31 $6.02 $5.38 $4.81 $4.31
February 13, 2002............ $21.21 $20.70 $7.24 $7.15 $7.22 $7.05 $5.78 $5.64

The above table shows only historical comparisons. These comparisons may not
provide meaningful information to you in determining whether to tender your
Indigo common shares in the exchange offer or whether to elect to receive the
fixed offer price or the contingent offer price. The actual value of HP common

41



Edgar Filing: HEWLETT PACKARD CO - Form S-4/A

stock you will receive in the exchange offer may be higher or lower than the
prices set forth above. We urge you to obtain current market quotations for HP
common stock and Indigo common shares and to review carefully the other
information contained in this prospectus or incorporated by reference into this
prospectus in considering whether to tender your Indigo common shares in the
exchange offer. See the section titled "Where You Can Find More Information"
beginning on page 166 of this prospectus.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This prospectus and the documents incorporated by reference into this
prospectus contain forward-looking statements that involve risks and
uncertainties, as well as assumptions, that, if they never materialize or prove
incorrect, could cause the results of HP and its consolidated subsidiaries, on
the one hand, or Indigo and its consolidated subsidiaries, on the other, to
differ materially from those expressed or implied by such forward-looking
statements. All statements other than statements of historical fact are
statements that could be deemed forward-looking statements including any
projections of earnings, revenues, synergies, accretion, margins or other
financial items; any statements of the plans, strategies and objectives of
management for future operations, including the execution of integration and
restructuring plans and the anticipated timing of filings, approvals and
closings relating to the exchange offer, the Compag merger or other planned
acquisitions; any statements concerning proposed new products, services,
developments or industry rankings; any statements regarding future economic
conditions or performance; any statements of belief and any statements of
assumptions underlying any of the foregoing.

The risks, uncertainties and assumptions referred to above include the
challenge of managing asset levels, including inventory; the difficulty of
keeping expense growth at modest levels while increasing revenues; the
challenges of integration and restructuring associated with the exchange offer,
the Compag merger or other planned acquisitions and the challenges of achieving
anticipated synergies; the possibility that the exchange offer, the Compag
merger or other planned acquisitions may not close or that HP may be required
to modify some aspects of the acquisition transactions in order to obtain
regulatory approvals; the assumption of maintaining revenues on a combined
company basis following the Compaqg merger or other planned acquisitions; and
other risks that are described in the section titled "Risk Factors" which
follows on the next page and in the documents that are incorporated by
reference into this prospectus. Any references to the statutory safe harbor for
forward-looking statements in the Exchange Act reports that are incorporated by
reference into this prospectus are inapplicable to this prospectus.

If any of these risks or uncertainties materializes or any of these
assumptions proves incorrect, results of HP and Indigo could differ materially
from the expectations in these statements. HP and Indigo are not under any
obligation and do not intend to update their respective forward-looking
statements.
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RISK FACTORS

We and Indigo operate in a market environment that cannot be predicted and
that involves significant risks, many of which are beyond our control. In
addition to the other information contained in, or incorporated by reference
into, this prospectus, you should carefully consider the risks described below
before deciding whether to tender your Indigo common shares in the exchange
offer. Additional risks and uncertainties not presently known to us or Indigo
or that are not currently believed to be important to you, if they materialize,
also may adversely affect the exchange offer, HP, HP and Compaq as a combined
company, Indigo or the CVRs.

Risks Related to the Exchange Offer

The value of the HP common stock that you receive may be less than $7.50 or
$6.00, as applicable, under some circumstances due to stock market fluctuation.

The amount of HP common stock that will be issued in the exchange offer for
each Indigo common share that is tendered and not properly withdrawn, which we
refer to as the HP stock exchange ratio, will be calculated by dividing $7.50,
in the case of the fixed offer price, and $6.00, in the case of the contingent
offer price, by the average closing sales price of HP common stock on the New
York Stock Exchange for the twenty consecutive trading days ending on the
trading day on which the third most recent closing of the U.S. markets prior to
expiration of the exchange offer occurs. However, the offer agreement provides
that the average trading price of HP common stock to be used in determining the
exchange ratios will not be less than $16.69 or more than $23.68. As a result,
the amount of HP stock that you may receive in the exchange offer may not
exceed 0.4494 of a share of HP common stock for the fixed offer price or 0.3595
of a share of HP common stock for the contingent offer price. Moreover, the
trading price of HP common stock on the date that you receive HP common stock
in exchange for your Indigo common shares could be less than the average
closing price of the HP common stock during the relevant twenty day pricing
period. This means that the then-current market value of the HP common stock
that you receive for each Indigo common share could be less than $7.50 or
$6.00, as the case may be, depending on fluctuations in HP's stock price.

HP's stock price is subject to market volatility, has historically fluctuated
and may continue to fluctuate.

The share price of HP common stock is subject to price fluctuations in the
market for publicly-traded equity securities and, like other technology
companies, has experienced historical volatility. Some of the factors that can

affect our stock price are:

the announcement of new products, services or technological innovations
by HP or our competitors;

quarterly increases or decreases in HP's revenue or earnings;
changes in the business, operations or prospects of HP;
market and economic considerations;

changes in quarterly revenue or earnings estimates by the investment
community; and

speculation in the press or investment community about HP's strategic
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position, financial condition, results of operations, business or
significant transactions.

In addition, the market value of HP common stock will continue to vary prior
to completion of the Compag merger due to market assessments of the Compag
merger, regulatory considerations and other factors. Because the market price
of HP common stock fluctuates, the overall value of the HP common stock that
you will receive after the exchange offer is completed may be adversely
affected by changes in the market price of HP common stock. You should obtain
recent market quotations of HP common stock before you tender your shares.
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If either the fixed offer price or the contingent offer price is over
subscribed, you may receive for some of the Indigo common shares that you
tender a different form of consideration than you request.

The total number of Indigo common shares that will be exchanged for each of
the fixed offer price and the contingent offer price is limited as described in
the offer agreement. As a result, you may receive a form of consideration which
is different from the form of consideration you elected for some of the Indigo
shares you tender. Pursuant to tender and option agreements, the Landa Family
Trust and entities directly or indirectly owned by the Landa Family Trust have
agreed, to the extent that either the fixed offer price or the contingent offer
price is oversubscribed, to elect automatically to receive the undersubscribed
consideration alternative for up to all of the Indigo common shares held by
each of those shareholders. However, despite such an election by the Landa
Family Trust entities, there is no guarantee that you will receive the offer
price of your election for all of the Indigo common shares tendered by you. If
either election is oversubscribed after giving effect to the tender and option
agreements, Indigo's shareholders who have tendered into the exchange offer
will be subject to allocation and required to accept some prorated amount of
the undersubscribed election as further described in this prospectus.

S-C Indigo CV, Indigo's largest shareholder after the Landa Family Trust,
has agreed to tender its Indigo common shares into the exchange offer but has
not agreed to elect to automatically receive the undersubscribed consideration
alternative. However, because S-C Indigo CV owns 24.6 million shares and must
elect to exchange all of its shares for either the fixed offer price or the
contingent offer price as discussed in this prospectus, the likelihood that the
offer price that S-C Indigo elects to receive will be oversubscribed is
increased. Based upon Indigo's capitalization as of December 31, 2001, the 24.6
million shares held by such shareholder would represent approximately 62% of
the Indigo common shares that may be exchanged for the fixed offer price and
approximately 44% of the Indigo common shares that may be exchanged for the
contingent offer price. In the event that the offer price that S-C Indigo
elects to receive is oversubscribed, its election will result in a decrease in
the percentage of your Indigo common shares that will be exchanged for the
offer price that you elect if you also have elected to receive the
oversubscribed form of consideration.

We are not required to acquire Indigo common shares from any remaining minority
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Indigo shareholders after the completion of the exchange offer.

The offer agreement does not require us to acquire Indigo common shares from
any remaining minority shareholders following the completion of the exchange
offer. After the exchange offer is completed, we may, among other things,
delist the Indigo common shares from the Nasdag National Market and terminate
Indigo's reporting obligations under the United States federal securities laws,
such that there would no longer be a public market for Indigo common shares. In
addition, if the Indigo common shares are delisted, such shares can be validly
transferred only by means of a notarial deed of transfer to be executed in the
presence of a civil law notary in The Netherlands, the costs of which will have
to be borne by the transferor or the transferee of those shares. As a result,
if you do not tender your Indigo common shares into the exchange offer, the
value of your Indigo common shares may decline and you may be unable to sell
your Indigo common shares readily or at all after the completion of the
exchange offer.

The directors and executive officers of Indigo have interests and arrangements
that could have affected their decision to support or approve the exchange
offer.

The interests of the directors and executive officers of Indigo in the
exchange offer and their participation in arrangements that are different from,
or are in addition to, those of Indigo shareholders generally could have
affected their decision to support or approve the exchange offer. These
interests include the following:

the continuation of indemnification arrangements for directors and
executive officers of Indigo after the completion of the exchange offer;

the termination and payout of Mr. Landa's employment agreement and the
signing of the consulting agreement between us and Mr. Landa;

30

severance arrangements and/or ongoing employment arrangements for
Indigo's executive officers; and

the tender and option agreements pursuant to which a foundation, which
we refer to as the Landa Family Trust, of which Mr. Landa is a
beneficiary, and entities directly or indirectly owned by the Landa
Family Trust have agreed, to the extent that either the fixed offer
price or the contingent offer price is oversubscribed, to elect
automatically to receive the undersubscribed consideration alternative
for up to all the Indigo common shares held by each of those
shareholders.

As a result, these directors and executive officers may be more likely to
recommend that you tender your Indigo common shares than if they did not have
these interests.

If we or Indigo terminate the exchange offer, or if the exchange offer is
otherwise not completed, Indigo's stock price and business could be adversely
affected.
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If the exchange offer is not completed, Indigo may be subject to the
following material risks, among others:

the price of Indigo common shares may decline to the extent that the
current market prices of Indigo common shares reflect a market
assumption that the exchange offer will be completed; and

Indigo may not be able to find an equivalent or more attractive partner.

In addition to the above risks, if we terminate the exchange offer because
Indigo has breached any of its covenants or agreements in the offer agreement
or any of Indigo's representations or warranties were untrue or have become
untrue such that we would not be required to complete the exchange offer
pursuant to the terms of the exchange offer, Indigo will be required to
reimburse us for up to $2 million of our fees and expenses related to the
exchange offer, including attorney, accounting and consulting fees and expenses.

In addition to the above risks, if Indigo terminates the exchange offer
because we have breached any of our covenants or agreements in the offer
agreement or any of our representations or warranties were untrue or have
become untrue in a material manner, while we will be required to reimburse
Indigo for up to $2 million of its fees and expenses related to the exchange
offer, including attorney, accounting and consulting fees and expenses,
Indigo's fees and expenses are expected to exceed $2 million.

In addition to the above risks, if we terminate the exchange offer due to
the occurrence of a triggering event, which would include the Indigo boards'
approval or recommendation of any other acquisition proposal, the withholding,
withdrawal, amendment or modification of the Indigo boards' recommendation in
favor of the exchange offer or failure to recommend rejection of any other
third party tender or exchange offer, Indigo will be required to pay us a
termination fee of $27 million which represents approximately 16.4% of Indigo's
total revenues for the year ended December 31, 2000 and Indigo will be required
to reimburse us for up to $2 million of our fees and expenses related to the
exchange offer, including attorney, accounting and consulting fees and
expenses. Indigo does not foresee a situation where a triggering event will
occur in the absence of a higher offer for Indigo common shares. See the
section titled "The Offer Agreement--Termination of the Offer
Agreement—--Termination by HP" for the full definition of a triggering event.

Regulatory agencies must approve the exchange offer and could impose conditions
on, delay or refuse to approve the exchange offer.

We and Indigo intend to comply with the securities and antitrust laws of the
United States and any other jurisdiction in which the exchange offer is subject
to review, as well as with Israeli regulatory requirements. The reviewing
authorities may seek to impose conditions on us and Indigo before giving their
approval or consent to the exchange offer, and those conditions could harm the
combined company's business. In addition, a delay in obtaining the necessary
regulatory approvals will delay the completion of the exchange offer. Although
the waiting period under United States antitrust laws was terminated, we and
Indigo may be unable to obtain the other required regulatory approvals, or
obtain them within the time frame contemplated by the offer agreement.
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Risks Related to the Contingent Value Rights

Each of the risks listed in this section, if it materializes, could have a
material adverse effect on the results of the operation of the Indigo business
and, therefore, affect the likelihood of any payments being made under the CVRs
and the magnitude of any payments that are so made.

You may not receive any payment under the CVRs.

To the extent that your Indigo common shares are exchanged for the
contingent offer price, your right to receive any future payment from Newco,
our newly-purchased indirect subsidiary, under the CVRs will be contingent upon
our achievement of revenue targets specified in the CVR agreement. If these
revenue targets are not achieved for any reason, no payment will be made under
the CVRs.

We have not achieved any material revenue related to digital press products
that utilize Indigo's technology.

Our experience in penetrating and selling in the commercial printing market
for digital press products is limited. Prior to entering into a commercial
relationship with Indigo in September 2000, we had not derived any revenue from
digital press products. Our commercial relationship with Indigo has been our
sole attempt at entry into the commercial digital press market. To date, we
have not achieved any material revenue from digital press products that utilize
Indigo's technology. We cannot assure you that we will be able to successfully
enter the market for digital press products.

If we do not achieve and maintain substantial revenue growth with respect to
digital press products that utilize Indigo technology, we will not achieve the
revenue milestones required for there to be any payout under the CVRs.

For us to achieve the revenue milestones required for there to be any payout
under the CVRs, we will have to expand the revenue base considerably with
respect to digital press products that utilize Indigo technology. During the
three-year period ended December 31, 2000, Indigo's revenue grew at a compound
annual growth rate of 15.5% including the decrease in actual revenues from 1998
to 1999. Indigo's revenues for the trailing twelve month period ended September
30, 2001 were $184 million. Assuming a similar level of revenue at the
completion of the exchange offer, our consolidated net revenue from the sale or
lease of LEP Digital Press Products and Consumables (as such terms are defined
in the CVR agreement) would need to grow over a three-year period at a compound
annual growth rate of approximately 33% to achieve the revenue milestones
required for there to be any payout under the CVRs and approximately 64% to
achieve the revenue milestones required for there to be a full payment of $4.50
under each CVR. These growth rates are significantly higher than any growth
rate historically achieved by Indigo and significantly higher than the
approximately 15-20% annual growth rate that Indigo now believes it would be
unlikely to exceed as a stand-alone entity for 2002. We cannot assure you that
we will be able to achieve or sustain any such revenue growth. If we do not
achieve and sustain this revenue growth, the revenue milestones required for
there to be any payout under the CVRs will not be achieved.

The market for digital presses may not develop quickly.

Printing presses for the commercial print market are dominated by offset
printing products that utilize mechanical systems that have been widely
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accepted in the market for many years. Although Indigo is a leading vendor of
digital press products, the overall adoption rate for digital press products is
still low when compared to traditional offset printing solutions. If the
adoption rates for digital presses to serve the commercial print market do not
increase quickly enough during the three-year period after the close of the
exchange offer, we may be unable to achieve the revenue milestones required for
there to be any payout under the CVRs.

The overall demand for printing presses and printed pages may be adversely
impacted by the economic downturn.

The demand for commercial printing presses will depend significantly on the
overall demand for commercial-quality print pages. Softening demand for
commercial-quality print pages caused by the ongoing
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economic downturn may result in lower demand for new press purchases by
commercial print providers and lower demand for related consumable products and
support services. Reductions or delays in capital spending by commercial print
providers or orders by their customers for printed pages may adversely affect
our ability to achieve the revenue milestones required for there to be any
payout under the CVRs.

The benefits of Indigo's technology may not be sufficiently realized or
perceived by the market.

We believe that Indigo's digital technology will provide commercial print
providers with capabilities not currently available from traditional offset
printing solutions, including the capability to generate short and highly
customized print runs and the capability to integrate existing information
systems with the process of generating commercial-quality print pages. If we
are unable to realize these capabilities on a cost-effective basis or if the
market does not perceive these capabilities as important, we may have
difficulty marketing and selling our products and achieving the revenue
milestones required for there to be any payout under the CVRs.

If we do not successfully integrate Indigo with HP, our ability to achieve our
future revenue results for the Indigo products may be adversely impacted.

Achieving the payout of the CVRs will depend in part on the integration of
the Indigo business into HP. Integration issues are complex, time-consuming and
expensive and, without proper planning and implementation, could significantly
disrupt the Indigo business. The challenges involved in integrating Indigo with
HP include:

demonstrating to the customers of Indigo that the acquisition will not
result in adverse changes in client service standards or business focus
and helping customers conduct business easily with us;

consolidating and rationalizing corporate IT and administrative
infrastructures;

coordinating sales and marketing efforts to effectively communicate our
capabilities;
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coordinating and rationalizing research and development activities to
enhance introduction of new products and technologies with reduced cost;

combining product offerings;

coordinating Indigo's Israeli operations, which are geographically
distant from most of HP's existing operations;

preserving distribution, marketing or other important relationships of
both HP and Indigo and resolving potential conflicts that may arise;

minimizing the diversion of management attention, on behalf of the
Indigo business, from ongoing business concerns;

persuading employees of the Indigo business that the business cultures
of HP and Indigo are compatible, maintaining employee morale and
retaining key employees;

coordinating and combining overseas operations, relationships and
facilities, which may be subject to additional constraints imposed by
local laws and regulations; and

managing integration issues shortly after or pending the completion of
other independent reorganizations.

The integration of the Indigo business into our business may not be
successfully completed in a timely manner, or at all, and we may not realize
any of the anticipated benefits of the acquisition to the extent, or in the
time frame, anticipated. The failure to integrate the Indigo business
successfully or to realize any of the anticipated benefits of the exchange
offer could seriously harm our business related to digital press products that
utilize Indigo's technology and adversely affect our ability to achieve the
revenue milestones required for there to be any payout under the CVRs.
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We do not have any obligations to you regarding the operation of the Indigo
business after the completion of the exchange offer.

The CVR agreement provides, among other things, that:
we will be entitled in our sole discretion to establish and modify from

time to time all aspects of our program for the development,
manufacturing, marketing and sale of any Indigo products; and
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we have no obligation to initiate or continue research, development,
commercialization, marketing or sales activities with respect to any
Indigo products, and, in our sole and subjective discretion, we may
abandon efforts to research, develop, commercialize, market or sell any
or all products.

As a consequence, we will have complete discretion relating to whether to
grow, continue, shut-down or exit the Indigo business, without regard to the
economic interests of the CVR holders.

The CVRs are non-transferable and you will not be permitted to sell any CVRs
that you receive as a result of the exchange offer.

The CVRs are, by their terms, non-transferable, except for specified
permitted transfers under very limited circumstances, and therefore represent
an illiquid investment unless and until such time in 2005 that any payments due
thereunder may be made.

If third parties terminate their strategic or business alliances with Indigo,
our ability to develop, market, sell or support digital press products that use
Indigo technology may be harmed.

Indigo depends on strategic relationships and business alliances for
continued growth of its business. Indigo's development, marketing and
distribution strategies rely increasingly on its ability to form strategic
relationships with third parties. These relationships range from OEM and
distribution relationships with other companies to cooperative marketing
programs and joint customer seminars with software companies. In some of these
relationships, the third party is not contractually committed to make any
particular level of purchases from Indigo and effectively can terminate the
relationship at will. A decision by any of these third party companies to
change their strategy or focus may interfere with our ability to develop,
market, sell or support LEP Digital Press Products and Consumables (as such
terms are defined in the CVR agreement) and could damage our ability to achieve
the revenue milestones required for there to be any payout under the CVRs.
Further, some of these companies may choose to terminate their strategic or
business alliances with Indigo as a result of the exchange offer. However,
since the announcement of the exchange offer, Indigo's strategic relationships
and business alliances have not been negatively affected in any material way as
a result of the announcement of exchange offer.

In addition, Indigo has contracts with some of its suppliers, distributors,
customers, licensors and other business partners. Some of these contracts
require Indigo to obtain the consent of these other parties in connection with
the exchange offer. If the respective parties' consent cannot be obtained,
these contracts may be terminated and we may need to locate alternate suppliers
or may suffer a loss of potential future revenue from the sale or lease of LEP
Digital Press Products and Consumables (as such terms are defined in the CVR
agreement) . Any such revenue loss would damage our ability to achieve the
revenue milestones required for there to be any payout under the CVRs. However,
since the announcement of the exchange offer, Indigo has not become aware of
any difficulty with its major suppliers, distributors, customers, licensors or
other business partners, individually or in the aggregate, that would have a
material impact on its operations.
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Strategic partner, customer and supplier uncertainty related to the exchange
offer could harm the Indigo business.

Indigo has numerous strategic relationships and business alliances with
other companies to supply raw materials to Indigo and to deliver and market
Indigo products to customers. As a result of the exchange offer,
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some of these relationships may change in a manner adverse to the Indigo
business. In addition, customers of Indigo, in response to the announcement of
the exchange offer or due to ongoing uncertainty about the exchange offer, may
delay or defer purchasing decisions or elect to switch to other suppliers. Any
delay, deferral or change in purchasing decisions by the customers of Indigo
could seriously harm the Indigo business. Since the announcement of the offer
agreement, Indigo has not experienced any material change in its customers'
purchasing decisions to date and its strategic relationships and business
alliances have not been negatively affected in any material way as a result of
the announcement of the exchange offer.

Indigo's failure to retain key executives and employees could diminish the
benefits of the exchange offer.

The successful integration of the Indigo business into our business will
depend in part on the retention and continued service of key executive officers
and other key employees of Indigo. Upon the completion of the exchange offer,
Mr. Landa, Indigo's Chief Executive Officer and Chairman as well as its founder
and chief technology inventor, will terminate his employment with Indigo. After
that time, Mr. Landa may provide services to us under a consulting agreement,
although he is not obligated to apply any minimum level of effort and time in
providing consulting services, and he may, in any event, terminate the
consulting agreement anytime after the second anniversary of the completion of
the exchange offer. Moreover, Indigo does not have long-term employment
agreements with most of its key personnel. These executives or employees of
Indigo may experience uncertainty about their future role with Indigo until or
after strategies with regard to the integration of the Indigo business into our
business are announced or executed. This uncertainty may adversely affect
Indigo's ability to attract and retain key management, technical,
administrative, marketing, sales and customer support personnel.

Indigo's research and development facilities and manufacturing operations are
located in Israel, and terrorist attacks and threats or actual war involving
Israel may negatively impact all aspects of Indigo's operations and revenue.

Indigo's research and development and manufacturing operations are located
in Israel. Future terrorist attacks against Israeli targets, rumors or threats
of war, actual conflicts involving Israel or its allies, or trade disruptions
impacting Indigo's suppliers or customers may materially harm the revenues,
results of operations and financial condition of the Indigo business. Any of
these events could cause Indigo's customers to defer or cancel purchases of
Indigo products. The Indigo business operations depend on the availability of
highly-skilled and relatively low-cost scientific and technical personnel in
Israel. The Indigo business also depends on trading relationships between
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Israel and other countries. In addition to the risks associated with
international sales and operations generally, the operation of the Indigo
business could be adversely affected if major hostilities involving Israel
should occur or if trade between Israel and its current trading partners,
including, without limitation, the United States, were interrupted or
curtailed. These risks are compounded due to the restrictions on our ability to
manufacture outside of Israel the Indigo products or transfer certain
technologies developed under research and development grants from the Office of
the Chief Scientist without the prior written consent of the Office of the
Chief Scientist of the Ministry of Industry and Trade, an agency of the
Government of Israel. If we are unable to obtain the consent of the Office of
the Chief Scientist, we may not be able to take advantage of strategic
manufacturing and other opportunities outside of Israel. In the past, Indigo
has obtained royalty-bearing grants from various Israeli governmental agencies.
Any of these occurrences could adversely impact the Indigo business, financial
condition or results of operations, as well as our ability to achieve the
revenue thresholds required to trigger any payments under the CVRs.

Due to regulations in Israel, access to our worldwide research and development
resources to develop certain Indigo technologies may be constrained.

We have significant research and development resources in the area of
imaging and printing throughout the world. In order to enhance our commercial
printing business and further the Indigo technologies, we intend to utilize our
worldwide research and development resources. To the extent that these efforts
involve technologies developed in Israel under research and development grants
from the Office of the Chief Scientist, we may be
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unable to take advantage of our research and development resources outside of
Israel without obtaining the consent of the Office of the Chief Scientist. If
we are unable to obtain such consent, our ability to take full advantage of our
research and development resources may be constrained. Any such constraints
could adversely impede our ability to achieve the revenue thresholds required
to trigger any payments under the CVRs.

Foreign currency fluctuations may negatively impact the financial results of
the Indigo business.

The results of operations or financial condition of the Indigo business may
be negatively impacted by foreign currency fluctuations. The Indigo business
operations throughout the world are generally transacted through international
sales subsidiaries and branches. As a result, these sales and related expenses
are denominated in currencies other than the U.S. dollar. Because its financial
results are reported in U.S. dollars, including the financial results to be
used to measure the CVR revenue thresholds, the results of operations for the
Indigo business and therefore the likelihood of payments made under the CVRs,
may be harmed by fluctuations in the rates of exchange between the U.S. dollar
and other currencies, including a decrease in the value of European currencies
relative to the U.S. dollar, which would decrease reported U.S. dollar revenue
for the Indigo business, as the Indigo business generates revenues in these
local currencies and reports the related revenues in U.S. dollars; and an
increase in the value of European or Israeli currencies relative to the U.S.
dollar, which would increase the sales and marketing costs for the Indigo
business in these countries as well as the research and development costs in
Israel. We may attempt to limit foreign exchange exposure through operational
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strategies and by using forward contracts to offset the effects of exchange
rate changes on intercompany trade balances. This would require us to estimate
the volume of transactions in various currencies. We may not be successful in
making these estimates. If these estimates are overstated or understated during
periods of currency volatility, the Indigo business may experience material
currency gains or losses.

Product protection and infringement may harm the Indigo business and its
financial condition.

If we fail to protect the proprietary rights and intellectual property used
in the Indigo business adequately, we may lose valuable assets, experience
reduced revenues and incur costly litigation to protect these rights and
property. Indigo relies on a combination of patents, copyrights, trademark,
service mark and trade secret laws and contractual restrictions to establish
and protect its proprietary rights in its products and services. We will not be
able to protect these proprietary rights and intellectual property if we are
unable to enforce our rights or are unable to detect unauthorized use of these
proprietary rights and intellectual property. Despite precautions, it may be
possible for unauthorized third parties to copy products and use information
that we regard as proprietary to create products that compete with the Indigo
business. Further, the laws of some countries do not protect proprietary rights
to the same extent as the laws of the United States. Indigo also relies, to
some extent, on unpatented trade secrets. It is Indigo's policy to have
employees sign confidentiality agreements, to have selected parties sign
non-competition agreements and to have third parties sign non-disclosure
agreements. These agreements may not be effective in controlling access to and
distribution of products and proprietary information or trade secrets of the
Indigo business. Further, these agreements do not and may not prevent
competitors of the Indigo business from independently developing technologies
that are substantially equivalent or superior to Indigo's products. Litigation
may be necessary in the future to enforce intellectual property rights relating
to the Indigo business and to protect trade secrets. Litigation like this,
whether successful or unsuccessful, could result in substantial costs and
diversions of the Indigo business management resources, either of which could
seriously harm the results of the Indigo business. Third parties could assert
that the products and services of the Indigo business infringe their
intellectual property rights, which could expose Indigo to litigation that,
with or without merit, could be costly to defend. From time to time we may be
subject to claims of infringement of other parties' proprietary rights. We
could incur substantial costs in defending the Indigo business and its
customers against these claims. Parties making these claims may be able to
obtain injunctive or other equitable relief that could effectively block our
ability to sell Indigo products in the United States and abroad and could
result in an award of substantial damages against us. In the event of a claim
of infringement, we may be required to obtain licenses from third parties to
develop alternative technology, to alter the products or processes of the
Indigo business or to cease activities that infringe the intellectual property
rights of third parties. If we are required to obtain licenses,
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we cannot be sure that we will be able to do so at a commercially reasonable
cost, or at all. Defense of any lawsuit or failure to obtain required licenses
could delay shipment of Indigo's products and increase its costs. In addition,
any such lawsuit could result in incurring significant costs or the diversion
of the attention of the management of the Indigo business.

Noncompliance with regulatory laws could have a material adverse effect on the
Indigo business and its financial condition.
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Indigo's presses and consumable products are subject to a variety of
regulations throughout the world, including those relating to product safety,
environmental protection and hazardous materials. The areas of product safety
and environmental regulation are quickly evolving ones, and some jurisdictions
may adopt regulations in the future with which we will not be able to comply or
with which we will be able to comply only at significant cost. Such
developments could have a material adverse affect on the Indigo business, its
results of operations or its financial condition as well as upon the marketing,
sale and use of its products.

Product development and difficulties with new or existing technologies could
have a material adverse effect on the Indigo business or its financial
condition.

The likelihood of success of the Indigo business must be considered in light
of the difficulties and delays frequently encountered, and which Indigo has
encountered in the past, in connection with the development of new technologies
and related products. Market and customer acceptance of Indigo's presses
depends, among other things, on their operational performance. Indigo and some
of its customers have, in the past, encountered certain operational problems
with the presses, including problems relating to the presses' paper—-handling
capabilities, contamination of inks and durability and consistency of the photo
imaging plates. The Indigo business may not continue to be successful in
improving the reliability and productivity of Indigo's presses and imaging
products. Further, there can be no assurance that we will not encounter
additional problems in the future, or, as indicated above, that we will
continue research, development, commercialization, marketing or sales
activities with respect to any Indigo products, and, in our sole and subjective
discretion, we may abandon efforts to research, develop, commercialize, market
or sell any or all products.

Continued significant research and development expenditures will be required to
develop new Indigo products and to increase the adoption rate for Indigo
digital press products, and HP may elect not to incur such costs.

The development of Indigo's Digital Offset Color printing technology has
required, and will continue to require, significant research and development
expenditures. The printing equipment industry is highly competitive. Future
sales of certain Indigo digital presses will be dependent upon the ability to
develop, independently and through relationships with strategic partners,
commercial applications for such presses. In addition, we believe that
increasing the adoption rate for Indigo digital press products will require
investment in the areas of low-cost design and ease-of-use. We believe that our
ability to compete after completion of the exchange offer will depend on
factors both within and outside of our control, including the performance and
acceptance of Indigo products as well as the successful manufacturing,
marketing, distribution and customer support of these products. Some of
Indigo's competitors have developed color-printing products that target the
short-run color printing market and thereby compete with Indigo's presses. Any
failure to anticipate or respond adequately to changes in technology or
customer preferences, or to any significant delays in product development or
introduction, would have a material adverse effect on the Indigo business.
Further, as indicated above, we have no obligation to initiate or continue
research, development, commercialization, marketing or sales activities with
respect to any Indigo products, and, in our sole and subjective discretion, we
may abandon efforts to research, develop, commercialize, market or sell any or
all Indigo products.
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Indigo is highly dependent on a few key products for a large percentage of its
revenue and such key products may not gain in customer acceptance, which may
cause revenue to fall short of the targets necessary to earn payments under the
CVRs.

The Indigo business is dependent on the success of LEP Digital Press
Products and Consumables (as such terms are defined in the CVR agreement) and
the payment of the CVRs is dependent upon our achieving specified consolidated
revenue targets from these products and consumables ("post-sales"). The
percentage of Indigo's revenues generated from digital press products was 54%
in 1999, 58% in 2000 and 57% for the first nine months of 2001. The percentage
of Indigo's revenues generated from related post-sales activities was 43% in
1999, 42% in 2000 and 43% for the first nine months of 2001. In addition to
manufacturing and selling presses, Indigo manufactures and sells certain
consumable products, which we call imaging products, including ElectroInk
products, photo-imaging plates, and image transfer blankets, all of which are
essential to the operation of Indigo's presses. These consumable products may
only be used in conjunction with Indigo's digital printing systems and thus the
market for these consumables is limited to users of Indigo's digital printing
systems. In order for Indigo's business strategy to succeed, a significant
portion of its revenues must be generated from sales of such consumable
products. To date, Indigo's actual revenues from sales of consumable products
has been lower than originally expected due to the slower than expected
development of the short-run color printing market as well as the lower than
expected operational efficiency of the machines sold. These challenges may not
be solved, and revenues from consumable products may not continue to increase
in the future. At present, there are no known alternative suppliers of products
that can readily substitute for Indigo's consumables. However, there can be no
assurance that substitute consumable products will not be developed and offered
for sale by others in the future. If such substitute consumables are developed
and offered for sale by others in the future, the sales of Indigo's consumables
will not increase significantly and we may not achieve the revenue targets
necessary to earn payments under the CVRs.

The exchange of Indigo common shares for HP common stock will be a taxable
transaction for United States federal income tax purposes.

The exchange of Indigo common shares for HP common stock will be a taxable
transaction for United States federal income tax purposes. A shareholder will
be required to include in taxable income the excess of the fair market value of
the HP common stock received in the exchange (plus any cash received instead of
fractional shares) over his or her tax basis in the Indigo common shares
exchanged, even though the shareholder will not receive cash with which to pay
the related tax (other than cash received instead of fractional shares). See
the section titled "Special Factors—--United States Federal Income Tax
Consequences of the Exchange Offer" for a further discussion of the United
States federal income tax consequences of the exchange offer to Indigo
shareholders.

The exchange of Indigo common shares for HP common stock and CVRs will be a
taxable transaction for United States federal income tax purposes, and the
value of the CVRs and, accordingly, the amount realized are uncertain.

The exchange of Indigo common shares for HP common stock and CVRs will be a
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taxable transaction for United States federal income tax purposes. Although the
tax treatment of the CVRs is not entirely clear for United States federal
income tax purposes, a shareholder receiving the contingent offer price likely
will be required to include in the amount of consideration received in the
exchange the estimated fair market value of the CVRs on the date of the
exchange, and to include in income the excess of the fair market value of the
consideration received over his or her basis in the Indigo common shares
exchanged, even though the shareholder will not receive cash with which to pay
the related tax (other than cash received instead of fractional shares). It is
possible that the Internal Revenue Service could challenge the value of the
CVRs as determined by an Indigo shareholder, possibly requiring the shareholder
to recognize more gain (or less loss) on the transaction. The shareholder's tax
basis in the CVRs will equal their fair market value on the date of the
exchange.
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Although the treatment of a payment in the future to a holder of a CVR is
not entirely clear for United States federal income tax purposes, it is
anticipated that a portion of the payment will be treated as interest under
Section 483 of the Internal Revenue Code, which will be ordinary income to the
holder of the CVRs when the payment is received, and the remainder will be
treated as sales proceeds from the sale or exchange of the CVRs. Assuming open
transaction treatment does not apply, a shareholder will recognize gain in the
amount by which the payment, other than the portion characterized as interest,
exceeds the shareholder's tax basis in the CVRs. In such event, if no payment
is made or the payment is less than the shareholder's tax basis in the CVRs,
the shareholder will recognize a loss. The gain or loss will be long-term
capital gain or loss.

In the event that the CVRs are treated as debt instruments for United States
federal income tax purposes, the tax treatment would be as described above
except that, instead of including interest income at the time of payment under
Section 483 of the Internal Revenue Code, a holder would be required to include
over the term of the CVR an amount in income as interest (based on the yield of
"comparable" debt instruments) in advance of the receipt of any payment,
regardless of a holder's method of accounting. See the section titled "Special
Factors—--United States Federal Income Tax Consequences of the Exchange Offer"
for a further discussion of the United States federal income tax consequences
of the exchange to Indigo shareholders.

Indigo is dependent upon sole and limited suppliers for many of its components
and the Indigo business would be harmed if these components were no longer
available or if costs for these components increase significantly.

Some components and sub-assemblies used in Indigo's presses and consumable
products are currently available only from sole sources and other components
and sub-assemblies are currently available from only a limited number of
sources. Indigo employs many unaffiliated subcontractors to manufacture most of
the components and sub-assemblies for Indigo's products. In the past, Indigo
has experienced delays in obtaining timely deliveries of certain components and
sub-assemblies, although such delays have not had a material adverse effect on
Indigo's results of operations. Our failure to develop alternative sources for
certain such components, sub-assemblies or raw materials on a timely basis, 1if
and as required, or to obtain sufficient sole-source or limited-source
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components, sub-assemblies or raw materials on a timely basis, could result in
delays or reductions in product shipments and/or in decreases in sales of
consumable products, which could have a material adverse effect on the
operating results of the Indigo business. Indigo has established a procedure to
monitor that the components, sub-assemblies and raw materials provided by its
subcontractors and suppliers and used in the manufacture of Indigo's products
meet its specifications and quality standards. However, because of the large
number of subcontractors, suppliers, components, sub-assemblies and raw
materials, there is no assurance that we will be able to ensure that all such
parts, components, sub-assemblies and raw materials will continue to satisfy
quality standards and delivery requirements of the Indigo business.

Risks Related to the Fixed Offer Price

If your Indigo common shares are exchanged for the fixed offer price, you will
not be entitled to receive any CVRs and will not receive any portion of any
payment made under the CVRs.

If you tender your Indigo common shares in the exchange offer, you must
tender all of your Indigo common shares for either the fixed offer price or the
contingent offer price. You will not be entitled to receive any CVRs in
exchange for your Indigo common shares unless:

you indicate in the election form/letter of transmittal that you are
tendering all of your Indigo common shares for the contingent offer
price; or

you are subject to an allocation of CVRs because the fixed offer price
is oversubscribed.

If you do not receive any CVRs in exchange for your Indigo common shares,
under no circumstances will you receive or be entitled to receive any portion
of any payment made under the CVRs.
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The contingent offer price may yield greater value than the fixed offer price.

If the revenue thresholds for the maximum CVR payout are achieved, Indigo
shareholders whose common shares are exchanged for the contingent offer price
would receive between $8.52 and $9.05 in aggregate present value for each such
Indigo common share assuming a payout of the CVR 39 months after the close of
the exchange offer, a discount rate range of between 12% to 18%, and the

receipt of $6.00 in value of HP common stock at the close of the exchange offer.

Risks Regarding the Compaqg Merger and HP and Compaqg as a Combined Company

The exchange offer is not conditioned upon the completion of the Compag merger,
and, if the Compag merger is not completed, HP common stock will not reflect
any actual or anticipated interest in Compagqg.

The exchange offer is not conditioned upon the completion of the Compag
merger. The Compaq merger is subject to customary conditions to closing, as set
forth in the Compag merger agreement, which are separate and independent
conditions from the closing conditions to the exchange offer. The conditions to
the Compag merger include, among others, that our shareowners approve the
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issuance of HP common stock in connection with the Compag merger and that
Compaq shareowners approve the Compag merger agreement and the Compag merger
and receipt of required antitrust approvals. If any of the conditions to the
Compaq merger is not satisfied or, if waiver is permissible, waived, the Compaqg
merger will not be completed. In addition, under circumstances specified in the
merger agreement, we or Compagq may terminate the merger agreement. As a result,
we cannot assure you that we will complete the Compaqg merger. If we do not
complete the Compaqg merger, the HP common stock that you receive in the
exchange offer will not reflect any interest in Compaq.

Although HP expects that the Compag merger will result in benefits to the
combined company, the combined company may not realize those benefits because
of integration and other challenges.

The failure of the combined company to meet the challenges involved in
integrating the operations of HP and Compag successfully or otherwise to
realize any of the anticipated benefits of the Compag merger, including
anticipated cost savings, could seriously harm the results of operations of the
combined company. Realizing the benefits of the Compaq merger will depend in
part on the integration of technology, operations, and personnel. The
integration of the companies is a complex, time-consuming and expensive process
that, without proper planning and implementation, could significantly disrupt
the businesses of HP and Compaqg. The challenges of integration include risks
associated with consolidating manufacturing operations and combining product
offerings and those described in "--If we do not successfully integrate Indigo
with HP, our ability to achieve our future revenue results for the Indigo
products may be adversely impacted."

The combined company may not successfully integrate the operations of HP and
Compaq in a timely manner, or at all, and the combined company may not realize
the anticipated benefits or synergies of the Compag merger to the extent, or in
the timeframe, anticipated. The anticipated benefits and synergies relate to
cost savings associated with anticipated restructurings and other operational
efficiencies, greater economies of scale and revenue enhancement opportunities.
However, these anticipated benefits and synergies are based on projections and
assumptions, not actual experience, and assume a successful integration. In
addition to the integration risks discussed above, the combined company's
ability to realize these benefits and synergies could be adversely impacted by
practical or legal constraints on its ability to combine operations or
implement workforce reductions.

HP and Compag may be unable to obtain the regulatory approvals required to
complete the Compaqg merger or, in order to do so, the combined company may be
required to comply with material restrictions or conditions.

The Compaq merger is subject to review by the United States Federal Trade
Commission under the Hart-Scott-Rodino Improvements Act of 1976, and was
subject to review by the European Commission under Council
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Regulation No. 4064/89 of the European Community, and by the Canadian
Competition Bureau under the Competition Act (Canada). Under each of these
statutes, HP and Compaq were required to make pre-merger notification filings
and, in the case of the Hart-Scott-Rodino review, HP and Compag are awaiting
the expiration or early termination of statutory waiting periods prior to
completing the Compaq merger. By September 25, 2001, each of HP and Compaqg had
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completed its initial Hart-Scott-Rodino filing. On October 25, 2001, each of HP
and Compaq received a request for additional information and other documentary
material from the Federal Trade Commission under the Hart-Scott-Rodino Act in
connection with the Compag merger. This request effectively extends the waiting
period for the Compag merger under the Hart-Scott-Rodino Act until 30 days
after both parties substantially comply with the request for additional
information. In practice, complying with a request for additional information
or material under the Hart-Scott-Rodino Act can take a significant amount of
time. HP and Compaqg responded to the request for additional information and
continue to cooperate with the FTC in its investigation of the transaction. In
addition, HP formally notified the European Commission of the Compaqg merger by
Form CO on December 20, 2001. The Compag merger also may be subject to review
by the governmental authorities of various other jurisdictions under the
antitrust laws of those jurisdictions. On January 31, 2002, the European
Commission issued a formal decision clearing the merger on the basis that it
does not create or strengthen a dominant position as a result of which
effective competition would be significantly impeded in the European Economic
Area (as defined by European Community regulations) or in a substantial part of
it. On December 20, 2001, the Canadian Competition Bureau completed its review
of the proposed merger and found no issues of competitive concern. Other than
the European Commission and the Canadian Competition Bureau, HP and Compaq have
not yet obtained any of the governmental or regulatory approvals required to
complete the Compag merger.

The reviewing authorities may not permit the Compag merger at all or may
impose restrictions or conditions on the Compaq merger that may seriously harm
the combined company if the Compaq merger is completed. These conditions could
include a complete or partial license, divestiture, spin-off or the holding
separate of assets or businesses. Either HP or Compaqg may refuse to complete
the Compag merger if restrictions or conditions are required by governmental
authorities that would materially adversely impact the combined company's
results of operations or the benefits anticipated to be derived by the combined
company. Any delay in the completion of the Compag merger could diminish the
anticipated benefits of the Compag merger or result in additional transaction
costs, loss of revenue or other effects associated with uncertainty about the
transaction.

HP and Compaqgq also may agree to restrictions or conditions imposed by
antitrust authorities in order to obtain regulatory approval, and these
restrictions or conditions could harm the combined company's operations. No
additional shareowner approval is expected to be required for any decision by
HP or Compaqg, after the special meeting of Compag shareowners and the special
meeting of HP shareowners, to agree to any terms and conditions necessary to
resolve any regulatory objections to the Compaq merger.

In addition, during or after the statutory waiting periods, and even after
completion of the Compag merger, governmental authorities could seek to block
or challenge the Compag merger as they deem necessary or desirable in the
public interest. In addition, in some jurisdictions, a competitor, customer or
other third party could initiate a private action under the antitrust laws
challenging or seeking to enjoin the merger, before or after it is completed.
HP, Compag or the combined company may not prevail, or may incur significant
costs, in defending or settling any action under the antitrust laws.

The stock price and business of HP may be adversely affected if the Compag
merger is not completed.

If the Compag merger is not completed, the price of HP common stock may
decline to the extent that the current market price of HP common stock reflects
a market assumption that the Compag merger will be completed. In addition, HP's
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business may be harmed to the extent that customers, suppliers and others
believe that the company cannot effectively compete in the marketplace without
the Compag merger, or there is customer and employee uncertainty surrounding
the future direction of the product and service offerings and strategy of HP on
a standalone basis. In the event that the Compag merger is not completed, HP
intends to
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evaluate its strategic options for addressing the lack of profitability in
certain of its businesses. These strategic options may include further
workforce reductions, but HP currently has no specific plans regarding
workforce reductions in the event that the Compag merger is not completed.
Completion of the Compaq merger is subject to several closing conditions,
including obtaining requisite regulatory and shareowner approvals and HP and
Compaq may be unable to obtain such approvals on a timely basis or at all.
Walter B. Hewlett, Eleanor Hewlett Gimon, Mary Hewlett Jaffe and The William R.
Hewlett Revocable Trust have announced that they intend to vote against the
proposal to approve the issuance of HP common stock in connection with the
Compaq merger. In addition, each of The William and Flora Hewlett Foundation
and the David and Lucile Packard Foundation has announced its intention to vote
against the proposal to approve the issuance of HP common stock in connection
with the Compag merger. Mr. Hewlett (co-trustee of The William R. Hewlett
Revocable Trust and Chairman of The William and Flora Hewlett Foundation),
Edwin van Bronkhorst (co-trustee of The William R. Hewlett Revocable Trust and
trustee of certain Hewlett family trusts) and The William R. Hewlett Revocable
Trust have mailed a proxy statement to HP shareowners to solicit proxies
against the proposal to approve the issuance of shares of HP common stock in
connection with the Compag merger and have disseminated to HP shareowners
soliciting materials encouraging HP shareowners to vote against the issuance of
shares in connection with the Compaq merger. If the Compag merger is not
completed, HP would not derive the strategic benefits expected to result from
the Compag merger, such as creating a more complete and balanced product and
services portfolio and providing economies of scale in businesses such as PCs.
HP also will be required to pay significant costs incurred in connection with
the Compag merger, including legal, accounting and a portion of the financial
advisory fees, whether or not the Compag merger is completed. Moreover, under
specified circumstances, HP may be required to pay Compaq a termination fee of
$675 million in connection with the termination of the Compag merger agreement.

Charges to earnings resulting from the application of the purchase method of
accounting may adversely affect the market value of HP's common stock following
the Compag merger.

In accordance with United States generally accepted accounting principles,
the combined company will account for the Compag merger using the purchase
method of accounting, which will result in charges to earnings that could have
a material adverse effect on the market value of the common stock of HP
following completion of the Compag merger. Under the purchase method of
accounting, the combined company will allocate the total estimated purchase
price to Compaq's net tangible assets, amortizable intangible assets,
intangible assets with indefinite lives and in-process research and development
based on their fair values as of the date of completion of the Compag merger
and record the excess of the purchase price over those fair values as goodwill.
The portion of the estimated purchase price allocated to in-process research
and development will be expensed by the combined company in the quarter in
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which the Compaqg merger is completed. The combined company will incur
additional depreciation and amortization expense over the useful lives of
certain of the net tangible and intangible assets acquired in connection with
the Compag merger. In addition, to the extent the value of goodwill or
intangible assets with indefinite lives becomes impaired, the combined company
may be required to incur material charges relating to the impairment of those
assets. These depreciation, amortization, in-process research and development
and potential impairment charges could have a material impact on the combined
company's results of operations.

Customer uncertainties related to the Compaq merger could adversely affect the
businesses, revenues and gross margins of HP and the combined company.

In response to the announcement of the Compag merger or due to ongoing
uncertainty about the Compag merger, customers of HP or Compaqg may delay or
defer purchasing decisions or elect to switch to other suppliers. In
particular, prospective customers could be reluctant to purchase the combined
company's products due to uncertainty about the direction of the combined
company's product offerings and willingness to support and service existing
products. To the extent that the Compag merger creates uncertainty among those
persons and organizations contemplating hardware, software or service purchases
such that one large customer, or a significant group of smaller customers,
delays, defers or changes purchases in connection with the planned Compaqg
merger, the revenues of HP or the combined company would be adversely affected.
HP continues to
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believe that, consistent with prior assumptions, there is a risk of customer
loss due to uncertainties relating to the Compag merger. However, neither HP
nor Compaqg is aware of any loss of customers, individually or in the aggregate,
as a result of the Compag merger process that would have a material impact on
their respective results of operations. Customer assurances may be made by HP
and Compaqg to address their customers' uncertainty about the direction of the
combined company's product and related support offerings which may result in
additional obligations of HP or the combined company. Accordingly, quarterly
revenues and net earnings of HP or the combined company could be substantially
below expectations of market analysts and a decline in HP's stock price could
result.

Changes in HP's and Compaqg's credit ratings could adversely affect the costs
and expenses of the combined company.

Any downgrade in the credit ratings of HP, Compaq or the combined company
associated with the merger could adversely affect the ability of the combined
company to borrow and result in more restrictive borrowing terms, including
increased borrowing costs, more restrictive covenants and the extension of less
open credit. This in turn could affect the combined company's internal cost of
capital estimates and therefore operational decisions. Prior to the
announcement of the merger, HP's senior unsecured debt ratings were Aa3 (with
negative outlook) from Moody's Investors Service and AA- from Standard &
Poor's, and Compaqg's senior unsecured debt ratings were Baa2 from Moody's and
BBB from Standard & Poor's. After the merger announcement, Moody's downgraded
HP to A2 (with negative outlook), and Standard & Poor's maintained its AA-
rating but placed HP on CreditWatch with negative implications pending further
review, while Moody's and Standard & Poor's maintained Compaqg's rating and
placed it under review for a possible upgrade. Subsequently, in December 2001,
Standard & Poor's placed Compag on CreditWatch with developing implications.
The ultimate impact of the merger on the combined company's credit ratings,
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however, cannot be predicted.

In order to be successful, the combined company must retain and motivate key
employees, which will be more difficult in light of uncertainty regarding the
Compaq merger, and failure to do so could seriously harm the combined company.

In order to be successful, the combined company must retain and motivate
executives and other key employees, including those in managerial, technical,
marketing and information technology support positions. In particular, the
combined company's product generation efforts depend on hiring and retaining
qualified engineers. Attracting and retaining skilled solutions providers in
the IT support business and qualified sales representatives is also critical to
the combined company's future. Experienced management and technical, marketing
and support personnel in the information technology industry are in high demand
and competition for their talents is intense. This is particularly the case in
Silicon Valley, where HP's headquarters and certain key research and
development facilities are located. Employee retention may be a particularly
challenging issue in connection with the merger. Accordingly, the compensation
committee of the HP board of directors (consisting of Philip M. Condit, Sam
Ginn and Walter B. Hewlett) and the human resources committee of the Compaqg
board of directors (then consisting of Lawrence T. Babbio, Judith L. Craven and
Kenneth L. Lay), acting on the authority of the HP board of directors and the
Compaq board of directors, respectively, designed and adopted retention
programs to assure the continued dedication of key employees and to provide key
employees with financial incentives to remain with the combined company
following the completion of the Compag merger. A number of factors, however,
may counteract the benefits of these retention programs. In particular,
employees of HP or Compaq may experience uncertainty about their future role
with the combined company until or after strategies with regard to the combined
company are announced or executed. This circumstance may adversely affect the
combined company's ability to attract and retain key management, marketing and
technical personnel. The combined company also must continue to motivate
employees and keep them focused on the strategies and goals of the combined
company, which may be particularly difficult due to the potential distractions
of the Compag merger, morale challenges posed by the separate workforce
reductions being implemented by HP and Compaqg and the additional workforce
reductions of the combined company anticipated in connection with the Compag
merger.
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The economic downturn could adversely affect the revenues, gross margins and
expenses of the combined company.

The revenues and gross margins of the combined company will depend
significantly on the overall demand for computing and imaging products and
services, particularly in the product and service segments in which it will
compete. Softening demand for the products and services of HP and Compaqg caused
by the ongoing economic downturn may result in decreased revenues, earnings
levels or growth rates and problems with the saleability of inventory and
realizability of customer receivables for the combined company. The global
economy has weakened and market conditions continue to be challenging. As a
result, individuals and companies are delaying or reducing expenditures,
including those for information technology. HP and Compaq have observed effects
of the global economic downturn in many areas of their businesses. The downturn
has contributed to reported net revenue declines during the 2001 fiscal year
for both companies. Each of HP and Compaqg has also experienced gross margin
declines, reflecting the effect of competitive pressures as well as, in the
case of HP, inventory writedowns and charges associated with the cancellation
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of planned production line expansion. HP's selling, general and administrative
expense also was impacted due in part to an increase in bad debt write-offs and
additions to reserves in its receivables portfolio. The economic downturn has
also led to restructuring actions and contributed to writedowns to reflect the
impairment of certain investments in HP's and Compaqg's respective investment
portfolios. Further delays or reductions in information technology spending
could have a material adverse effect on demand for the combined company's
products and services, and consequently, its results of operations, prospects
and stock price.

The competitive pressures the combined company will face could harm its
revenues, gross margins and prospects.

The combined company will encounter aggressive competition from numerous and
varied competitors in all areas of its business and will compete primarily on
the basis of technology, performance, price, quality, reliability, brand,
distribution, customer service and support. If the combined company fails to
develop new products, services and support, periodically enhance its existing
products, services and support, or otherwise compete successfully, it could
harm its operations and prospects. Further, the combined company may have to
continue to lower the prices of many of its products, services and support to
stay competitive, while at the same time trying to maintain or improve gross
margins. We believe that the Compag merger will result in improvements to gross
margin on a combined company basis, principally through lower procurement costs
and the elimination of redundant headcount. In businesses such as PCs and
low—end servers, the ability to respond to competitive pricing pressures by
effectively managing inventory costs will be particularly important. The Compaqg
merger will also bring to HP Compaq's low-cost sales model and distribution
capabilities in PCs and low-end servers. However, if the combined company
cannot proportionately decrease its cost structure in response to competitive
price pressures, its gross margins and therefore the profitability of the
combined company could be adversely affected.

If the combined company cannot continue to develop, manufacture and market
innovative products and services rapidly that meet customer requirements for
performance and reliability, it may lose market share and its revenues may
suffer.

The process of developing new high technology products and services is
complex and uncertain, and failure to anticipate customers' changing needs and
emerging technological trends accurately and to develop or obtain appropriate
intellectual property could significantly harm the combined company's results
of operation. The combined company must make long-term investments and commit
significant resources before knowing whether its predictions will eventually
result in products that the market will accept. After a product is developed,
the combined company must be able to manufacture sufficient volumes quickly and
at low costs. To accomplish this, it must accurately forecast volumes, mix of
products and configurations that meet customer requirements, and it may not
succeed.
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If the combined company does not effectively manage the transition from
existing products to new products, its revenues may suffer.
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If the combined company does not make an effective transition from existing
products to new products, its revenues may be seriously harmed. Among the
factors that make a smooth transition from current products to new products
difficult are delays in product development or manufacturing, variations in
product costs, delays in customer purchases of existing products in
anticipation of new product introductions and customer demand for the new
product. The combined company's revenues and gross margins also may suffer due
to the timing of product or service introductions by its suppliers and
competitors. This is especially challenging when a product has a short life
cycle or a competitor introduces a new product Jjust before the combined
company's own product introduction. Furthermore, sales of the combined
company's new products may replace sales of some of the current products of HP
and Compaq, offsetting the benefit of even a successful product introduction.
There also may be overlaps in the current products of HP and Compaq product
portfolios that must be managed in connection with the Compaqg merger. If the
combined company incurs delays in new product introductions, or does not
accurately estimate the market effects of new product introductions, given the
competitive nature of its industry, future demand for its products and its
revenues may be seriously harmed.

The combined company's revenues and selling, general and administrative
expenses will suffer if it cannot continue to license or enforce the
intellectual property rights on which its business will depend or if third
parties assert that the combined company violates their intellectual property
rights.

The combined company generally will rely upon patent, copyright, trademark
and trade secret laws in the United States and similar laws in other countries,
and agreements with its employees, customers, partners and other parties, to
establish and maintain its intellectual property rights in technology and
products used in the combined company's operations. However, any of its
intellectual property rights could be challenged, invalidated or circumvented,
or its intellectual property rights may not provide competitive advantages,
which could significantly harm its business. Also, because of the rapid pace of
technological change in the information technology industry, much of the
combined company's business and many of its products will rely on key
technologies developed by third parties, and the combined company may not be
able to obtain or renew licenses and technologies from these third parties at
all or on reasonable terms. Third parties also may claim that the combined
company is infringing upon their intellectual property rights. Even if the
combined company does not believe that its products or business are infringing
upon third parties' intellectual property rights, the claims can be
time-consuming and costly to defend and divert management's attention and
resources away from the combined company's business. Claims of intellectual
property infringement also might require the combined company to enter into
costly settlement or license agreements. If the combined company cannot or does
not license the infringed technology at all or on reasonable terms or
substitute similar technology from another source, its operations could suffer.
In addition, it is possible that as a consequence of the Compag merger, some
intellectual property rights of the combined company may be licensed to a third
party that had not been licensed prior to the creation of the combined company
or that certain restrictions could be imposed on the business of the combined
company that had not been imposed on the business of HP or Compaq prior to the
Compaq merger. Consequently, the combined company may lose a competitive
advantage with respect to these intellectual property rights or the combined
company may be required to enter into costly arrangements in order to terminate
or limit these agreements.
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If the combined company fails to manage distribution of its products and
services properly, or if its distributors' financial condition or operations
weaken, the combined company's revenues and gross margins could be adversely
affected.

The combined company will use a variety of different distribution methods to
sell its products and services, including third-party resellers and
distributors and both retail and direct sales to both enterprise accounts and
consumers. Since each distribution method has distinct risks and gross margins,
the failure of the combined
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company to implement the most advantageous balance in the delivery model for
its products and services could adversely affect the gross margins and
therefore profitability of the combined company. For example:

As the combined company continues to increase its commitment to direct
sales, it could risk alienating channel partners and adversely affecting
its distribution model.

Since direct sales made by the combined company may compete with the
sales made by third-party resellers and distributors, these third-party
resellers and distributors may elect to use other suppliers that do not
directly sell their own products. Because not all of the combined
company's customers will prefer to or seek to purchase directly, any
increase by the combined company of its commitment to direct sales in
order to increase its gross margins could alienate some of its channel
partners. As a result, the combined company may lose some of its
customers who purchase from third-party resellers or distributors.
Moreover, uncertainty regarding the Compag merger may cause some of the
combined company's distributors to strengthen relationships with other
vendors.

Some of the combined company's wholesale and retail distributors may be
unable to withstand changes in business conditions.

Some of the combined company's wholesale and retail distributors may
have insufficient financial resources and may not be able to withstand
changes in business conditions, including the recent economic downturn
and changes that may result from the Compag merger. Revenues from
indirect sales by the combined company could suffer if its distributors'
financial condition or operations weaken.

Inventory management of the combined company will be complex as the
combined company will continue to sell a significant mix of products
through distributors.

The combined company must manage inventory effectively, particularly
with respect to sales to distributors. Distributors may increase orders
during periods of product shortages, cancel orders if their inventory is
too high, or delay orders in anticipation of new products. Distributors
also may adjust their orders in response to the supply of the combined
company's products and the products of its competitors that are
available to the distributor and seasonal fluctuations in end-user
demand. If the combined company has excess inventory, it may have to
reduce its prices and write down inventory, which in turn could result
in lower gross margins.
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The combined company will depend on third-party suppliers and its revenues and
gross margins could be adversely affected if it fails to receive timely
delivery of quality components or if it fails to manage inventory levels
properly.

The manufacturing operations of the combined company will depend on the
combined company's ability to anticipate its needs for components and products
and its suppliers' ability to deliver quality components and products in time
to meet critical manufacturing and distribution schedules. Given the wide
variety of systems, products and services that the combined company will offer
and the large number of its suppliers and contract manufacturers that are
dispersed across the globe, problems could arise in planning production and
managing inventory levels that could seriously harm the combined company. Among
the problems that could arise are component shortages, excess supply and risks
related to fixed-price contracts that would require the combined company to pay
more than the open market price.

Supply shortages. The combined company occasionally may experience a
short supply of certain component parts as a result of strong demand in
the industry for those parts or problems experienced by suppliers. If
shortages or delays persist, the price of these components may increase,
or the components may not be available at all. The combined company may
not be able to secure enough components at reasonable prices and of
acceptable quality to build new products in a timely manner in the
quantities and configurations needed. Accordingly, the revenues and
gross margins of the combined company could suffer until other sources
can be developed.
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Oversupply. In order to secure components for the production of new
products, at times the combined company may make advance payments to
suppliers, or it may enter into non-cancelable purchase commitments with
vendors. If the combined company fails to anticipate customer demand
properly, a temporary oversupply of parts could result in excess or
obsolete components which could adversely affect the combined company's
gross margins.

Long-term pricing commitments. As a result of binding price or purchase
commitments with vendors, the combined company may be obligated to
purchase components at prices that are higher than those available in
the current market. In the event that the combined company becomes
committed to purchase components for prices in excess of the current
market price, it may be at a disadvantage to competitors who have access
to components at lower prices, and the combined company's gross margins
could suffer.

Due to the international nature of the combined company's business, political
or economic changes could harm its future revenues, costs and expenses and
financial condition.

At the time of the completion of the Compag merger, sales outside the United
States will make up more than half of the combined company's revenues. The
future revenues, costs and expenses of the combined company could be adversely
affected by a variety of international factors, including:

changes in a country's or region's political or economic conditions;
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longer accounts receivable cycles;

trade protection measures;

overlap of different corporate structures;

unexpected changes in regulatory requirements;

differing technology standards and/or customer requirements;

import or export licensing requirements, which could affect the combined
company's ability to obtain favorable terms for components or lead to
penalties or restrictions;

problems caused by the conversion of various European currencies to the
Euro and macroeconomic dislocations that may result; and

natural disasters.

A portion of the combined company's product and component manufacturing,
along with key suppliers, also will be located outside of the United States,
and also could be disrupted by some of the international factors described
above. In particular, each of HP and Compaqg, along with most other PC vendors,
has engaged manufacturers in Taiwan for the production of notebook computers.
In 1999, Taiwan suffered a major earthquake, and in 2000 it suffered a typhoon,
both of which resulted in temporary communications and supply disruptions. In
addition, the combined company will procure components from Japan, which also
suffers from earthquakes periodically.

The combined company will be exposed to foreign currency exchange rate and
interest rate risks that could adversely affect the revenues and gross margins
of the combined company.

The combined company will be exposed to foreign currency exchange rate risk
that will be inherent in its sales commitments, anticipated sales, and assets
and liabilities that are denominated in currencies other than the United States
dollar. The combined company also will be exposed to interest rate risk
inherent in its debt and investment portfolios. Failure to sufficiently hedge
or otherwise manage foreign currency risks properly could adversely affect the
combined company's revenues and gross margins.
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Impairment of investment and financing portfolios could harm the combined
company's net earnings.

The combined company will have an investment portfolio that will include
minority equity and debt investments and financing for the purchase of the
combined company's products and services. In most cases, the combined company
will not attempt to reduce or eliminate its market exposure on these
investments and may incur losses related to the impairment of these investments
and therefore charges to net earnings. Some of the combined company's
investments will be in publicly and privately held companies that are still in
the start-up or development stage, which have inherent risks because the
markets for the technologies or products they have under development are
typically in the early stages and may never develop. Furthermore, the values of
the combined company's investments in publicly-traded companies will be subject
to significant market price volatility. The combined company's investments in
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technology companies often will be coupled with a strategic commercial
relationship. The combined company's commercial agreements with these companies
may not be sufficient to allow it to obtain and integrate such products or
technology into its technology or product lines or otherwise benefit from the
relationship, and these companies may be subsequently acquired by third
parties, including competitors of the combined company. Moreover, due to the
economic downturn and difficulties that may be faced by some of the companies
to which HP, Compag or the combined company has supplied financing, the
combined company's investment portfolio could be further impaired.

In order to manage their portfolios of products and technology and further
their competitive objectives, HP and Compaq must successfully complete
acquisitions and alliances that enhance their strategic businesses and product
lines and divest non-strategic businesses and product lines.

As part of their business strategies, HP and Compaq frequently engage in
discussions with third parties regarding, and enter into agreements relating
to, possible acquisitions, strategic alliances, joint ventures and divestitures
in order to manage their respective product and technology portfolios and
further strategic objectives. It is expected that the combined company will
engage in similar transactions. In order to pursue this strategy successfully,
the combined company must identify suitable acquisition, alliance or
divestiture candidates, complete these transactions, some of which may be large
and complex, and integrate acquired companies. Integration and other risks of
acquisitions and strategic alliances can be more pronounced for larger and more
complicated transactions, or if multiple acquisitions are pursued
simultaneously. The integration of HP and Compaq may make the completion and
integration of subsequent acquisitions more difficult. However, if the combined
company fails to identify and complete these transactions, it may be required
to expend resources to internally develop products and technology or may be at
a competitive disadvantage or may be adversely affected by negative market
perceptions, which may have a material effect on the revenues and selling,
general and administrative expenses of the combined company taken as a whole.

In 2001, HP completed acquisitions of StoragelApps, Inc., a provider of
storage virtualization solutions, and Bluestone Software, Inc., which became
part of HP's middleware division. Compaq acquired assets from InaCom Corp. to
add custom configuration capabilities and direct fulfillment logistics in 2000.
These and other acquisitions and strategic alliances may require the combined
company to integrate with a different company culture, management team and
business infrastructure and otherwise manage integration risks. Even if an
acquisition or alliance is successfully integrated, the combined company may
not receive the expected benefits of the transaction. Managing acquisitions,
alliances and divestitures requires varying levels of management resources,
which may divert the combined company's attention from other business
operations. These transactions also may result in significant costs and
expenses and charges to earnings. As a result, any completed, pending or future
transactions may contribute to the combined company's financial results
differing from the investment community's expectations in a given quarter.

Terrorist acts and acts of war may seriously harm the combined company's
business and revenues, costs and expenses and financial condition.

Terrorist acts or acts of war (wherever located around the world) may cause
damage or disruption to the combined company, its employees, facilities,

partners, suppliers, distributors and resellers, and customers, which
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could significantly impact the combined company's revenues, costs and expenses
and financial condition. The terrorist attacks that took place in the United
States on September 11, 2001 were unprecedented events that have created many
economic and political uncertainties, some of which may materially harm the
combined company's business and results of operations. The long-term effects on
the combined company of the September 11, 2001 attacks are unknown. The
potential for future terrorist attacks, the national and international
responses to terrorist attacks, and other acts of war or hostility have created
many economic and political uncertainties, which could adversely affect the
business and results of operations of HP or the combined company in ways that
cannot presently be predicted. In addition, as major multi-national companies
with headquarters and significant operations located in the United States, any
of HP, Compag or the combined company may be impacted by actions against the
United States. The combined company will be predominantly uninsured for losses
and interruptions caused by terrorist acts and acts of war.

Business disruptions could seriously harm the future revenues and financial
condition and increase the costs and expenses of the combined company.

The combined company's worldwide operations could be subject to natural
disasters and other business disruptions which could seriously harm its
revenues and financial condition and increase its costs and expenses. The
corporate headquarters of the combined company, a portion of its research and
development activities, other critical business operations and some of its
suppliers will be located in California, near major earthquake faults. The
ultimate impact on the combined company, its significant suppliers and its
general infrastructure of being located near major earthquake faults is
unknown, but the combined company's revenues, financial condition and costs and
expenses could be significantly impacted in the event of a major earthquake. In
addition, some areas, including California, have experienced, and may continue
to experience, ongoing power shortages, which have resulted in "rolling
blackouts." These blackouts could cause disruptions to the operations of the
combined company or the operations of its suppliers, distributors and
resellers, or customers. The combined company will be predominantly uninsured
for losses and interruptions caused by earthquakes, power outages and other
natural disasters.

Unforeseen environmental costs could impact the future net earnings of the
combined company.

Some of the combined company's operations will use substances regulated
under various federal, state and international laws governing the environment.
The combined company could be subject to liability for remediation if it does
not handle these substances in compliance with applicable laws. It will be the
combined company's policy to apply strict standards for environmental
protection to sites inside and outside the United States, even when not subject
to local government regulations. The combined company will record a liability
for environmental remediation and related costs when it considers the costs to
be probable and the amount of the costs can be reasonably estimated. Neither HP
nor Compaqg has incurred environmental costs that are presently material to it,
and neither HP nor Compaqg is presently subject to known environmental
liabilities that it expects to be material.

The revenues and profitability of the operations of HP and Compaqg have
historically varied.
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The revenues and profit margins of HP and Compaqg vary among their respective
products, customer groups and geographic markets. The revenue mix of the
combined company will be different than the revenue mix of either HP or Compag
alone, particularly with respect to the proportion contributed by personal
computers and printing and imaging devices and supplies. Overall profitability
in any given period is dependent partially on the product, customer and
geographic mix reflected in that period's net revenue, and therefore revenue
and gross margin trends cannot be reliably predicted. Actual trends may cause
the combined company to adjust its operations, which could cause
period-to-period fluctuations in the combined company's results of operations.
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Failure to successfully execute planned cost reductions could result in total
costs and expenses for the combined company that are greater than expected.

Historically, each of HP and Compag has separately undertaken restructuring
plans to bring operational expenses to appropriate levels for each of its
businesses, while simultaneously implementing extensive new company-wide
expense-control programs. In addition to the previously announced workforce
reductions of the separate companies, the combined company may have additional
workforce reductions. The planned workforce reductions are expected to involve
approximately 15,000 employees of the combined company worldwide, representing
approximately 10% of the combined company's workforce, and workforce reductions
would also be expected if the proposed Compaqg merger were not completed.
Significant risks associated with these actions that may impair the ability of
the combined company to achieve anticipated cost reductions or that may
otherwise harm its integration efforts or business include delays in
implementation of anticipated reductions in force in highly regulated locations
outside of the United States, particularly in Europe and Asia, redundancies
among restructuring programs, and the failure to meet operational targets due
to the loss of employees or decreases in employee morale.

The effective tax rate of the combined company is uncertain.

The impact of the Compag merger on the overall effective tax rate of the
combined company is uncertain. Although the combined company will attempt to
optimize its overall effective tax rate, it is impossible to predict the
effective tax rate of the combined company accurately. The combination of the
operations of HP and Compaq may result in an overall effective tax rate for the
combined company that is higher than HP's currently reported tax rate, and it
is possible that the combined effective tax rate of HP and Compaq as a combined
company may exceed the weighted average of the pre-Compaq merger tax rates of
HP and Compaq.

Some anti-takeover provisions contained in HP's certificate of incorporation,
bylaws and shareowner rights plan, as well as provisions of Delaware law, could
impair a takeover attempt.

HP has provisions in its certificate of incorporation and bylaws, each of
which could have the effect of rendering more difficult or discouraging an
acquisition deemed undesirable by the HP board of directors. These include
provisions:

authorizing blank check preferred stock, which could be issued with
voting, liquidation, dividend and other rights superior to its common
stock;
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limiting the liability of, and providing indemnification to, directors
and officers;

limiting the ability of HP shareowners to call special meetings;

requiring advance notice of shareowner proposals for business to be
conducted at annual meetings of HP shareowners and for nominations of
candidates for election to the HP board of directors;

controlling the procedures for conduct of board and shareowner meetings
and election and removal of directors; and

specifying that shareowners may take action only at a duly called annual
or special meeting of shareowners.

These provisions, alone or together, could deter or delay hostile takeovers,
proxy contests and changes in control or management of HP.

In addition, HP has adopted a shareowner rights plan. The rights are not
intended to prevent a takeover of HP. However, the rights may have the effect
of rendering more difficult or discouraging an acquisition of HP deemed
undesirable by the HP board of directors. The rights will cause substantial
dilution to a person or group that attempts to acquire HP on terms or in a
manner not approved by the HP board of directors, except pursuant to an offer
conditioned upon redemption of the rights.
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As a Delaware corporation, HP is also subject to provisions of Delaware law,
including Section 203 of the Delaware General Corporation law, which prevents
some shareowners from engaging in certain business combinations without
approval of the holders of substantially all of HP's outstanding common stock.

Any provision of HP's certificate of incorporation or bylaws, HP's
shareowner rights plan or Delaware law that has the effect of delaying or
deterring a change in control could limit the opportunity for HP shareowners to
receive a premium for their shares of HP common stock, and could also affect
the price that some investors are willing to pay for HP common stock.
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HP'S BUSINESS FOLLOWING THE COMPLETION OF THE COMPAQ MERGER

The following section of this prospectus provides information regarding HP's
business following the completion of the Compag merger. You should be aware
that the exchange offer is not conditioned upon the completion of the Compag
merger. There are uncertainties and risks associated with the Compag merger.
See the section titled "Risk Factors—-—-Risks Regarding the Compag Merger and HP
and Compaqg as a Combined Company." We cannot assure you that we will complete
the Compag merger. If the Compag merger is not ultimately completed, we
currently expect that we would continue our business as a separate business.

Overview of Business Structure

Following completion of the Compaq merger, the combined company will operate
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in over 160 countries and expects to have approximately 145,000 employees after
expected headcount reductions through attrition and targeted job reductions. As
of October 31, 2001, unaudited pro forma combined consolidated total assets of
HP and Compagq were approximately $69.2 billion. In addition, for the year ended
October 31, 2001, unaudited pro forma combined consolidated total net revenue
for HP and Compag was $81.7 billion and earnings from operations were

$1.2 billion. These amounts are not intended to represent or be indicative of
the amounts that would have been reported had the merger been completed as of
the dates presented, and should not be taken as representative of the future
consolidated results of operations or financial condition of HP. See the
unaudited pro forma condensed combined consolidated financial statements and
accompanying notes included in HP's current report on Form 8-K filed with the
Securities and Exchange Commission on February 14, 2002 incorporated by
reference into this prospectus.

As soon as practicable following the Compag merger, HP intends to merge
Compaqg into HP. The combined company will retain its headquarters in Palo Alto,
California and will retain a significant presence in Houston, Texas, which will
be a key strategic center of engineering excellence and product development for
the combined company.

HP and Compaq plan to integrate their businesses and product lines and
organize the combined company's business into four major groups:

Enterprise Systems;

Services;

Imaging and Printing Systems; and
Personal Systems.

In addition to these primary business groups, the combined company will
include several corporate level organizations. Among these will be HP Labs,
which will include part of Compaq's research and development function, an
organization focused on corporate philanthropy and community responsibility and
a corporate operations organization focused on areas of cross-company
opportunity, including procurement. We currently intend that the combined
company will use the HP brand for existing HP branded products and new products
that will be introduced after the completion of the merger, while retaining the
Compaq brand and Compaqg sub-brands for selected enterprise, commercial and
consumer product lines.

Enterprise Systems

The Enterprise Systems group will be led by Mr. Blackmore, currently
Compaq's Executive Vice President, Worldwide Sales and Services, and will
include servers, storage and software. It will provide a full line of computing
systems from high-volume industry standard servers to high-end, fault-tolerant
systems; a wide range of storage solutions from midrange and high-end array
systems, to storage area networks and storage area management software; and
industry leading offerings in management software, integrated services
management and next generation operating environments.
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Services
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The Services group will be led by Ms. Livermore, currently President of HP
Services, and will provide support, consulting and outsourcing to help design,
build, and manage and support the Enterprise Systems group. The combined
services organization is expected to include 65,000 professionals around the
world. The business offerings of the Services group will include ongoing
support and maintenance, in addition to proactive services like
mission-critical support, and networking services, IT consulting and system
integration services, and comprehensive and selective outsourcing.

Imaging and Printing Systems

The Imaging and Printing group will be led by Mr. Joshi, currently HP's
President of Imaging and Printing Systems. The offerings of the Imaging and
Printing group will continue to include HP LaserJet and Inkjet printer hardware
(both monochrome and color), multi-function laser devices, wide- and
large-format Inkjet printers, printing supplies, scanners, digital photography
products, personal color copiers, faxes and all-in-one products that combine
multiple functions like scanning, copying and printing in one device. HP's
investment in, and pending acquisition of, Indigo, N.V., a leading provider of
high performance digital printing systems used in the production of on-demand,
short-run color digitally-printed products, is designed to enhance HP's
strategy in the evolving commercial printing market. Indigo is expected to add
a third high-speed color print technology to HP's highly successful Inkjet and
Laserjet technologies.

Personal Systems

The Personal Systems group will be led by Mr. Zitzner, currently HP's
President of Computing Systems, and will include business and consumer desktop
and mobile personal computers, workstations, handheld computing devices, new
types of Internet-access devices, personal storage devices, and digital music
and entertainment devices. The Personal Systems group will focus on serving
customers through multiple channels including strong distributor, reseller, and
retail channel efforts, in addition to directly serving customers through the
Internet and by telephone.

Integration Office

HP recognizes the challenge inherent in integrating enterprises of the size
and complexity of HP and Compaqg. HP also recognizes that a swift and successful
integration of the two companies is crucial to capturing the potential value of
the Compag merger. Accordingly, HP has established an integration office that
will report directly to Ms. Fiorina. This office will be run jointly by Mr.
McKinney and Mr. Clarke, each a key executive officer at HP and Compaq,
respectively. Mr. McKinney currently serves as the President of HP's Business
Customer Organization and provides a proven record as a line manager and deep
expertise in the HP organization. Mr. Clarke currently serves as Compaq's
Senior Vice President, Finance and Administration, and Chief Financial Officer
and provides his depth of knowledge of the IT industry and of Compag. Mr.
Clarke also brings significant expertise in finance and general corporate
matters. The integration office now consists of more than 450 dedicated
employees, supported by advisors and divided into teams with specifically
defined functions.

By the time of completion of the Compag merger, the integration office plans
to have established:
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an operating model and organization to design and implement a transition
plan and provide internal clarity regarding asset and resource
allocation and priorities, go-to-market strategy and customer account
responsibilities;

management structure, roles and responsibilities multiple layers into
the organization, as well as compensation and human resource policies,
which we believe will encourage our employees to focus on business
performance and avoid the distraction of personal and organizational
uncertainty;
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clear product roadmaps and investment protection programs, which we
believe will give our customers a high degree of confidence in our
ability to meet or exceed their business requirements without disrupting
their existing relationship with us or their installed technology
platform; and

standard policies, practices and procedures to govern our relationships
with our partners and facilitate a smooth transition of our respective
commercial arrangements to the combined company.

We are pleased with the progress made by our combined integration office and
with the focus that our employees have maintained on our day-to-day businesses.
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SPECIAL FACTORS
Background of the Exchange Offer

The offer agreement and the terms and conditions of the exchange offer are
the result of negotiations between representatives of HP and representatives of
Indigo. The following summary describes the background of these negotiations.

HP and Indigo have been familiar with each other's businesses for many
years, and, in November 1998, HP and Indigo entered into a strategic
affiliation agreement providing for, among other things, the exploration of the
development and sale of digital color printing products combining HP's and
Indigo's respective technologies as more fully described in the section titled
"-—-Relationships Between HP and Indigo" in this prospectus.

At various times over the past three years, senior executives of HP and
Indigo discussed the possibility of entering into a more extensive strategic
relationship involving the two companies. In the fall of 1998, HP explored
strategic alternatives with Indigo but no action was taken. In January 2000, HP
and Indigo held meetings and Indigo suggested that HP consider a more formal
strategic relationship, including a potential business combination, as a means
for HP to penetrate the high-end digital printing market. In the spring of
2000, Indigo and HP again held discussions regarding a possible business
combination and engaged in various levels of analysis regarding such a
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combination. However, the parties could not agree as to pricing. During this
period, Indigo also held discussions with other competitors of Indigo to
consider possible business combinations or other strategic alternatives.
Indigo's combined board considered each of these options as well as the
prospect of continuing to operate Indigo as an independent publicly-traded
company and determined that the value to Indigo's shareholders from each of
these other strategic alternative options would be less than the likely value
that would be realized by continuing to operate Indigo independently.
Therefore, Indigo determined to continue operations as a stand-alone entity.

During the various occasions on which business combination discussions were
held between HP and Indigo, the parties could not reach preliminary agreement
on the valuation of Indigo. Since the parties were unable to reach an agreement
on valuation, they did not believe that it would be productive to take further
action with respect to these business combination discussions. The primary
reason behind the parties' disagreement on the valuation of Indigo was based on
the fact that Indigo had maintained the belief that its products would gain
more acceptance in the near term and HP had not been willing to increase its
valuation of Indigo based on the projected increase in future sales. Although
other strategic alternatives had been considered, Indigo had been unable to
find other suitors which would pay a price Indigo believed was justified by its
own projections of future growth.

In September 2000, HP and Indigo entered into a commercial relationship
providing for (1) HP's sale of specified digital color printing products on an
OEM basis pursuant to an OEM agreement; and (2) the co-development by HP and
Indigo of future digital color printing systems and products pursuant to a
co-development agreement. In connection with the September 2000 commercial
relationship, Hewlett-Packard Europe B.V., a subsidiary of HP, purchased
14,814,814 Indigo common shares for an aggregate purchase price of
approximately $100 million and received a performance warrant to purchase up to
12,000,000 Indigo common shares at an exercise price of $6.75 per share
exercisable in tranches of 2,000,000 shares for each $100 million of cash paid
by us to Indigo under our commercial agreements and an acquisition warrant to
purchase 14,814,815 Indigo common shares at an exercise price of $6.75 per
share upon the acquisition of Indigo by us or one of our subsidiaries. In
connection with the September 2000 commercial relationship, HP, Hewlett-Packard
Europe B.V., Gemini Systems Corporation N.V., Toscal N.V., OZF Ltd., Visionvest
Corporation N.V., Walthroup Corporation N.V., Deering Corporation N.V., S-C
Indigo CV, and Indigo also entered into a shareholders' agreement dated as of
September 13, 2000. Pursuant to the shareholders' agreement, Hewlett-Packard
Europe B.V. agreed that prior to October 17, 2002 neither it nor any of its
affiliates, including HP, would directly or indirectly acquire, announce an
intention to acquire, offer, seek, or propose to acquire any common shares or
other voting securities of Indigo, except at the invitation of the chief
executive officer or the
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supervisory board of Indigo. The September 2000 transactions between HP and

Indigo are more fully described in the section titled "--Relationships Between
HP and Indigo" in this prospectus.

Between September 2000 and May 2001, both parties directed their efforts
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towards performing their obligations under the terms of the co-development and
OEM agreements. However, as time progressed, it became evident that some
aspects of the agreements should be revisited with a view to adapting them to
more readily meet strategic needs of the companies.

In March 2001, representatives of HP, including Mr. William P. McGlynn, Vice
President and General Manager, Digital Publishing Solutions, and Mr. Landa held
discussions regarding the existing agreements and the relationships between HP
and Indigo. A discussion ensued among the parties regarding a potential
acquisition of Indigo by HP as well as a re-negotiation of the existing
agreements.

In April 2001, following a meeting of the Indigo combined board, Mr. Landa
informed HP that the board had rejected the concept of a potential acquisition
of Indigo by HP.

On May 30, 2001 and May 31, 2001, representatives of HP and Indigo,
including Mr. Landa, met in San Diego, California, to discuss the existing
agreements and the relationship between HP and Indigo. A discussion ensued
among the parties regarding a potential acquisition of Indigo by HP.

From June 19, 2001 through June 21, 2001, representatives of HP and Indigo,
including Mr. Landa, met in New York, New York, to discuss further the
possibility of an acquisition of Indigo by HP. At these meetings, the parties
discussed the business, strategy and integration issues that would be involved
in any acquisition of Indigo by HP.

On July 11, 2001, a teleconference was held between representatives of HP
and representatives of Gleacher, Indigo's financial advisor. Gleacher had been
formally engaged by Indigo on August 3, 2000 to act as Indigo's financial
advisor in connection with the September 2000 transactions between HP and
Indigo and in connection with any future business combination transaction
involving Indigo. In late May 2001, Indigo had requested that Gleacher again
become involved in connection with seeking a proposed business combination
transaction involving Indigo.

On July 20, 2001, the full HP board of directors met and discussed a
potential business combination with Indigo. The HP board of directors
authorized HP's management to continue its discussions with Indigo.

On July 23, 2001, John D. Brennan, HP's Vice President of Strategy and
Corporate Development, had a telephone conversation with Mr. Landa. As required
under the shareholders' agreement, Mr. Brennan confirmed that Mr. Landa, in his
capacity as the Chief Executive Officer of Indigo, was inviting HP to make a
proposal regarding a potential business combination between HP and Indigo.

Mr. Brennan then outlined to Mr. Landa the terms of a non-binding proposal by
HP to acquire Indigo. Messrs. Brennan and Landa did not engage in any further
discussions regarding the non-binding proposal presented by Mr. Brennan at that
time. Following the telephone conversation, Mr. Brennan sent Mr. Landa a letter
summarizing HP's non-binding proposal. Terms of that proposal included
consideration for each Indigo common share comprised of $6.75 in HP common
stock and CVRs providing for up to $2.25 of additional consideration upon the
achievement of certain revenue goals by Indigo after the closing of the
transaction. Terms of this proposal included an exchange offer structure, which
HP proposed as the most practicable structure for the transaction under Dutch
law.

On July 25, 2001, Indigo's combined board conducted its quarterly meeting

and discussed, among other matters, the terms of HP's proposal. The combined
board concluded that a higher proportion of the aggregate consideration should
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be in the form of HP common stock payable at the closing and a smaller portion
attributable to the CVR component. Dr. Joel S. Birnbaum, a member of Indigo's
supervisory board designated by HP, did not attend or participate in this
meeting or any other Indigo board meeting since his election on January 24,
2001 other than one meeting on April 30, 2001.
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On July 26, 2001, a teleconference to discuss HP's non-binding proposal was
held between representatives of HP, HP's outside counsel, Wilson Sonsini
Goodrich & Rosati, Indigo's outside counsel, Gibson, Dunn & Crutcher, and
Gleacher. The Indigo representatives reviewed with HP the results of Indigo's
board meeting of the previous day, including the board's conclusion that a
higher proportion of the aggregate consideration should be in the form of HP
common stock payable at the closing and a smaller portion attributable to the
CVR component. Specifically, the Indigo boards authorized a counterproposal
consisting of $7.50 of HP common stock payable at closing with a CVR providing
for up to $1.50 of additional consideration, a ratio of up-front consideration
to CVR of 5 to 1. A discussion ensued among the parties on the call, with no
resolution reached as to the pricing of the possible transaction.

On July 27, 2001, Mr. Landa telephoned Mr. McGlynn to clarify the terms of
HP's non-binding proposal. Mr. Landa reiterated with Mr. McGlynn the conclusion
of Indigo's board that a higher proportion of the aggregate consideration
should be in the form of HP common stock payable at the closing and a smaller
portion attributable to the CVR component.

On July 27, 2001, a teleconference to discuss HP's non-binding proposal
further was held between Mr. Landa and representatives of HP. Mr. Landa
reiterated to HP that a higher proportion of the aggregate consideration should
be in the form of HP common stock payable at the closing and a smaller portion
attributable to the CVR component. No resolution was reached as to the pricing
of the possible transaction.

On July 30, 2001, a teleconference to discuss the pricing of the possible
transaction was held between representatives of HP, Wilson Sonsini Goodrich &
Rosati, Gibson, Dunn & Crutcher, and Gleacher. A discussion ensued among the
parties on the call, with no resolution reached as to the pricing of the
possible transaction.

On July 31, 2001, a teleconference to further discuss the pricing of the
possible transaction was held between representatives of HP, including Mr.
Brennan, HP's and Indigo's respective legal counsel and Gleacher. Mr. Brennan
reviewed the terms of HP's written proposal with Indigo's representatives. A
discussion ensued among the parties on the call, with no resolution reached as
to the pricing of the possible transaction.

On August 8, 2001, a teleconference to further discuss the pricing of the
possible transaction was held between representatives of HP, Gibson Dunn &
Crutcher and Gleacher. During the call, representatives of HP indicated that HP
would consider a modification to the structure of its proposal, provided that
the aggregate amount of up-front and contingent consideration was not changed.
A discussion ensued among the parties on the call, with no resolution reached
as to the pricing of the possible transaction.

On August 9, 2001, Mr. Landa and Mr. McGlynn had a telephone conversation in

which Mr. Landa indicated that Indigo was willing to discuss a structure in
which Indigo shareholders could elect between receiving solely HP common stock
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or a combination of HP common stock and CVRs. No resolution as to the structure
of the possible transaction was reached.

On August 10, 2001, Mr. Brennan and Mr. Landa had a telephone conversation
in which Mr. Landa proposed a structure in which fifty percent of Indigo common
shares would receive a combination of HP stock and CVRs, and fifty percent of
Indigo common shares would receive solely HP common stock. Subject to obtaining
the necessary corporate approvals and resolution of remaining issues, Mr. Landa
and Mr. Brennan agreed to continue discussions based on this pricing structure.

The consideration election structure was devised in order to meet the goals
of both parties. Because HP wished to limit the aggregate amount of up-front
consideration in HP common stock issuable to Indigo shareholders at the closing
of this transaction, Indigo proposed a structure in which the Indigo
shareholders would be offered a choice between electing (1) to receive the
entire consideration for each Indigo common share in $7.50 worth of HP common
stock at the closing, with no contingent right to share in the potential future
success of the combined Indigo business, or (2) to take $6.00 in HP common
stock at the closing but have the

57

opportunity to share the benefits from potential future success of the combined
Indigo business. This structure would give Indigo shareholders the ability to
make a choice between the two consideration alternatives based upon their
individual preferences and meet HP's requirement that the aggregate amounts of
up-front and contingent consideration as proposed by HP remain unchanged. Also,
given the willingness of the Landa Family Trust and the entities directly or
indirectly owned by the Landa Family Trust to receive the undersubscribed
consideration, each shareholder other than the Landa Family Trust was assured
that he or she would receive at least 82% of the preferred choice of
consideration.

From August 14, 2001 through August 16, 2001, several meetings between
representatives of HP and Indigo were held at HP's corporate offices in Palo
Alto, California to discuss, among other things, the proposed business strategy
and operational structure of Indigo in light of the proposed transaction.

On August 15, 2001, a teleconference to initiate due diligence in connection
with the proposed transaction was held between representatives of HP, Indigo,
Gibson Dunn & Crutcher and Gleacher. A discussion among the parties ensued
regarding the due diligence process.

On August 22, 2001, a teleconference to discuss open issues regarding the
proposed transaction was held between representatives of HP, Indigo, their
respective legal counsel and Gleacher. A discussion among the parties ensued
regarding the structure of the proposed transaction.

On August 24, 2001, Mr. Brennan and Mr. Chris Robell, HP's Strategy and
Corporate Development Director, met at the San Francisco International Airport
with Mr. Landa and Mr. Alon Bar-Shany, Indigo's Chief Financial Officer, to
discuss further the structure of the proposed transaction.

On August 27, 2001, HP and Wilson Sonsini Goodrich & Rosati circulated an
initial draft of the offer agreement, together with initial drafts of the
voting agreements, tender agreements, tender and option agreement, and
affiliate agreements, to Indigo and Gibson, Dunn & Crutcher.
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On August 28, 2001, HP and Wilson Sonsini Goodrich & Rosati circulated an
initial draft of the form of CVR agreement to Indigo and Gibson, Dunn &
Crutcher.

On August 29, 2001, Gibson, Dunn & Crutcher prepared and sent to Wilson
Sonsini Goodrich & Rosati Indigo's comments to the initial draft of the offer
agreement, the form of CVR agreement and the other related agreements. HP and
Indigo continued to negotiate the terms of the offer agreement, the form of CVR
agreement and the related agreements from this date through September 6, 2001,
the date the definitive offer agreement was executed.

On August 30, 2001, HP and Indigo entered into a Confidential Disclosure
Agreement, which superceded an earlier non-disclosure agreement under which the
parties had been operating and which had expired.

From August 30, 2001 to August 31, 2001, representatives of HP and Indigo,
their respective legal counsel and Gleacher met at the offices of Wilson
Sonsini Goodrich & Rosati in Palo Alto, California to continue negotiations on
all agreements.

On August 31, 2001, Mr. Landa met with Carleton S. Fiorina, Chairman of the
Board, President and Chief Executive Officer of HP, and Vyomesh Joshi,
President of HP's Imaging and Printing Systems, to discuss the structure of the
CVRs.

On August 31, 2001, the HP board of directors authorized HP to acquire all
the outstanding Indigo common shares by way of an exchange offer.

From September 3, 2001 through September 6, 2001, representatives of HP and
Indigo, their respective legal counsel and Gleacher met at the offices of
Wilson Sonsini Goodrich & Rosati in Palo Alto, California to
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continue negotiations on all agreements. On September 4, 2001, the parties
discussed the announcement of the merger agreement entered into by HP and
Compaqg. The parties continued to negotiate the terms of the agreements.

On September 4, 2001, Indigo's management board, supervisory board and
combined board met to consider the terms of the exchange offer. At the meeting,
representatives of Gleacher summarized the terms of the exchange offer.
Representatives from Gibson, Dunn & Crutcher reviewed and explained the terms
of the drafts of the exchange offer documents that had been previously
distributed to the members of the boards. Dr. Birnbaum did not attend or
participate in this meeting.

On September 5, 2001, Indigo's management board, supervisory board and
combined board met again to consider the terms of the exchange offer. A copy of
a memorandum had been previously sent to each member of the boards summarizing
the terms of the latest drafts of the exchange offer agreement. Representatives
of Gibson, Dunn & Crutcher reviewed with the boards and discussed in detail the
provisions of the exchange offer documents. Representatives of Gleacher
provided a detailed review of a document that had been distributed to each of
the combined board members prior to the meeting and that outlined the terms of
the exchange offer. Based on that document, Gleacher rendered its oral opinion
that, as of that date and based upon and subject to the matters set forth in
Gleacher's written opinion, the aggregate consideration to be offered to the
holders of Indigo common shares was fair, from a financial point of wview, to
the holders of Indigo common shares, other than HP and its affiliates. Gleacher
expressed no opinion as to the fairness of either the fixed price consideration
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or the contingent price consideration separately. Each of the supervisory,
management and combined board, acting without Dr. Birnbaum, separately and
unanimously approved the offer agreement and the transactions contemplated
thereby.

On September 5, 2001, the executive committee of HP's board of directors,
pursuant to authority delegated to it by HP's board of directors, approved the
exchange offer.

On September 6, 2001, upon completion of all negotiations and finalization
of all agreements, HP and Indigo executed and delivered the offer agreement,
the applicable parties signed the related agreements, and HP and Indigo issued
a joint press release announcing the transaction.

Indigo's Purposes and Reasons for the Exchange Offer

In approving the offer agreement and the transactions contemplated thereby,
and recommending that all affiliated and unaffiliated shareholders of Indigo
tender their common shares pursuant to the offer, the management board, the
supervisory board and the combined board of Indigo, excluding Dr. Birnbaum,
considered a number of factors in favor of recommending acceptance of the
offer, including the following:

The current financial condition and results of operations, as well as
the prospects and future strategy, of Indigo, including the risks
involved in achieving those prospects and objectives without a
well-financed, strategically placed parent company, such as HP. The
boards of Indigo, in their deliberations, focused on the current and
expected trends in the digital printing market and in the printing
industry generally. In particular, the Indigo boards were concerned that
two of Indigo's larger competitors, both of which are better financed
and possess greater marketing prowess than Indigo, were introducing new
digital high-speed printers which, if successful, could greatly impair
the growth of Indigo's business. The current financial condition and
results of operations, as well as Indigo's position as one of the
industry leaders in commercial printing, led the boards to believe that
Indigo could continue to operate successfully as an independent
publicly-traded company. However, the boards also believed that the
risks involved in attempting to continue to operate Indigo independently
without a well-financed, strategically placed parent company outweighed
the benefits of operating the Indigo business with an established
business partner such as HP and that the consideration offered in the
offer is a superior alternative to the Indigo shareholders to continuing
to operate Indigo independently in light of the uncertainty inherent in
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forecasting future market conditions and trends. As indicated above, the
Indigo boards were most concerned about new products that were
introduced by its competitors in 2001 and were concerned as to how those
introductions could impact Indigo's ability to grow its revenue.

The fact that, pursuant to the offer agreement (1) the holders of Indigo
common shares can elect either to participate in the potential success
of the Indigo business 