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The Digital Group started out three short years ago as a small
group of enthusiastic hobbyists dedicated to providing the best
in hardware and software. Our idea caught on quickly and our
little “cottage industry” endeavor burgeoned into a full-scale
manufacturing enterprise. Unfortunately, our success was the
reason for our recent setbacks.

The Digital Group grew quickly, and it became much more
complex. We began to lose control. Some suppliers were able to
meet their delivery schedules; many were not and several were
months behind.This resulted in an accumulation of inventory in a
condition known as "out of round” with key components missing.
If you can't ship products, you can't generate enough cash
reserves to operate at a given level, so you cut back to a
sustainable level, regroup, and begin again.

As we looked at out problems, we were disturbed to discover
that many of our customers considered us to be the Bad Guys.
They were seeing the symptoms of our problems in lengthening

lead-times, poorer service, and less response to their needs. It

did us no good to rationalize that many of our problems were
supplier related — We'd blown it. Well, enough! We didn't like
where we were or what we appeared to have become, so we
decided to change it. The easy thing to do (recommended by
many) would be to simply give up and walk away from it. We are
currently rejecting that approach and intend to keep rejectingit.
There are over 3500 Digital Group system owners out there.
We are determined to do everything possible to continue in
operation, expand those systems with new capabilities, and to
support our customers, particularly the individual.

In spite of our current problems, we sincerely believe that the
Digital Group is a viable enterprise with some of the best
products available to the serious computer hobbyist. We do not
intend to let you down.

We are unable to pay the prior balances on accounts with our
suppliers at this time; however, we have asked for their
continued delivery support as well as rearrangement of the debt.
Most suppliers are continuing to support us.

We have consolidated the company tc a level that we know we
can control.

Now we need to ask for your support. For the next 120 days,
things are going to be pretty rough around the edges. But please
be patient. There is a dedicated group of people who are doing
their utmost to solve our problems and take care of your needs;
and at the end of that time, the Digtal Group will be providing the
support and service you deserve. We have been and continue to
be dedicated to the Enthusiast market and we're determined to
continue to stay with the Enthusiast. Please read the details of
our approach and if you agree with them we would appreciate
your indulgence and your support.

Thank you,
The Digital Group, Inc.

Consolidation

Over the last six months we have dramatically reduced the
number of Digital Group employees. We have found that with the
right people we are able to produce as much or more with onl
one-third the personnel. However, as a result of the cutbacks,
many items have been lost in the shuffle. If you have any open
questions that you think may have been missed, we urge you to
contact us again by letter and we'll try to correct the situation
as rapidly as possible.

Products Dropped from the Line

We have eliminated the test equipment and the TVC-32. Other
organizations are doing a better job in the test equipment area
and demand for the TVC-32 is practically non-existent.

Refunds

Small refunds will be handled within our normal 30-day cycle.
During this tight period we are forced to schedule large refunds
(over $250) over a substantial length of time. For the few of you
in this catagory, if there is any way we can deliver asystemor its
equivalent it would be far quicker, and we think preferable, for
both parties.

Phone Support Service

For the time being, we must reduce our level of phone support in
order to concentrate on production and problem-solving. The
new phone support hours are:

2:00 - 5:00 pm Mountain Daylight Time

Any support calls outside of these hours will be requested to call
back during these hours. Support hours apply to order status,
software support, and hardware repair.

In order to be fair and give others a chance, please try to lim.
your call to 5 minutes so as to allow others to get through. We
realize that this policy places an extra burden on the customer at
a very difficult time and we ask you to be patient. We hope to
correct the situation as soon as possible.

Backiog

At our present rate of production we have approximately a 120
day backlog. The backlog for some items, cabinets in particular, is
much longer. For those of you who have orders older than March,
1978 (7802-nnnn and lower), you will be receiving aletter during
September for verification that you still wish the goods we have
on backorder for you.

Bytemaster Status

We have been shipping Bytemasters for some time now and new
orders are being filled within 45 days. There has been one
substantial change. As many of you know, we originally specified
the mini-floppy based Bytemasters with a dual-sided mini-floppy.
Unfortunately, our suppliers are still unable to deliver dual-sided
mini-floppies in other than sample quantities. We have been
shipping single-sided mini-floppies as a result. OASIS is not
currently available on Mini-floppies. Therefore, we are making
available a Master-@ which has no mass storage device built in
and is set up for external standard 8" floppy disk drives for those
who require more capacity in order to run OASIS.



Catalog

Yes, there is a catalog coming but it will be a while longer. The
catalog was one of the items that had to be delayed while we
concentrated on the company's major business. In the
meantime, we will continue to send Flyers to those who
requested a copy of the catalog.

Quick Orders

There is now a separate internal procedure for very quick filling of
the following types of items on an order: ’
1. software
2. parts
3. media — disks, tapes, etc.
4. documentation only

By September 15, we should be filling new orders for the above
item types within 1 week.

Repairs

There have been 2 major areas of difficulty on the repair side.
Mechanisms in general and printers from Practical Automation.

1. Mechanisms:

The mechanism repair scenario is that they are covered by a
manufacturer's warranty other than Digital Group. The
manufacturer typically requires return of the mechanism for
repair, which works out to 1 week to DG, 2 weeks at the
distributor, 4 weeks at the factory, 2 weeks back at the
distributor and 1 week more from us to you — best case. A total
of 10 week or 22 months. This situation has become intolerable.
To remedy this situation, we now have trained personnel to
repair, adjust, and align all mechanisms that we currently
market. This should eliminate up to 2 months from mechanism
turnaround.

2. Practical Automation Printer Mechanisms:

-aDue to our tight financial condition we have been unable to obtain
any repair parts. Our soiution is that we are now building (slowly)
our own replacement parts and beginning to make some
headway on the repair situation. We have recently begun to
rebuild our relationship with PA and expect the situation to
improve soon.

3. Standard board repair is currently running under 2 weeks for
turnaround.
PLEASE NOTE: If you ship a mainframe back to us,

PLEASE REMOVE THE POWER SUPPLY AND PACK IT
SEPARATELY!

Marketing Methods

During this period, you will see less of us in print. We are
restricting our advertising solely to the major publications. We
will attend the following shows:

Personal Computing Philadelphia Aug. 24-27

PerComp Chicago Oct. 5-8

3rd West Coast Com- Los Angeles Nov.3-5
puter Faire

Of course Flyers will continue to be produced as needed.
Dealers

The Digital Group is severely restricting equipment availability
through computer stores. We expect to have, at most, 10
stores by year end which carry our line. These stores will have
iemonstrated an ability to build and service our products as well
as just take orders. These stores will be Factory Authorized
Outlets (FAO's) and should be able to provide you with all the
support you need.

At the current time there are 3 Factory Authorized Outlets:

Microworks

3014 Miami Road, Suite 205
Cincinnati, OH 45227
{513):561-7315

Personal Computer Corporation
Frazer Mall

Routes 30 & 352

Frazer, PA 18355

(215) 647-8460

Triangle Product Distributors
5750 Lakeshore Drive
Holland, MI 48423

(616) 388-63380

There are also a number of current dealers who are under
consideration for FAQ's — we will keep you up to date.

Note: Other dealers may still carry the line until we are able to
resolve our situation — we're usually the problem, not the dealer.

Market

The Micro-computer market and industry is continuing to
change. Have you noticed how all the new announcements from
our competition seem to be directed towards the small
businessman? Industry publication after publication says forget
the hobbyist — the real money is in the small business market”.

Or, “the hobby market is saturated”, “the hobbyist is too much
trouble and too difficult to deal with" . . .

Nonsense. We have always been overwhelmed with support (and
orders) from Enthusiasts even in spite of all our own problems.
The hobby market hasn't gone anywhere — its just that our
competitors aren’t using any imagination in coming up with new
products.

We feel there are only a few requirements to satisfy the
computer enthusiast:

A very broad range of products

Assembled and kit versions

Reasonable prices — not whatever the market will bear

Upgrade kits made available where possible

Empty static memory boards for those who wish to use
surplus IC's ]

Top quality products

Last, but not least, quality software shouldn't cost an arm
and a leg.

How to Best Communicate with the Digital Group

We've set up a new customer service procedure. The best way
to communicate with us currently is by mail. We would urge you
to be as brief and concise as possible — lengthy letters take
longer to answer.

If your letter can be answered without research on our part, it
will be immediately answered. If research is required, you will be
assigned a sequential customer service number, immediately
sent a postcard acknowledging receipt of your letter, and we'll
process your questions as quickly as possible.

The same procedures will also apply to phone support and, if
research is required, your questions will be placed in the same
queue as written inquiries,
Note: Even if you have recently sent us a letter please send a
new copy or another one as a number of letters have been
missed in the changeover.




































