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Enclosed please find our revised version of the Settlement 
Agreement which is red-lined to reflect what I believe to be all of 
the changes from your original version. 

I look forward to receiving your version of ·the License 
Agreement on Monday by telecopier , and I hope we can have a prelimi­
nary discussion by telephone conference on Monday afternoon. 

1e WJl a~ rh.~ 
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SETTLEMENT AGREEMENT 

THIS AGREEMENT , having an effective date of 
, 1985 , and entered into by and between THE 

" iiMA;:;=JidNiiftA""v""o"XP"""''e"o"Mi'~XNY .... ,.!, a corporation of the State of Del aware, 
havinq an office at 580 White Pla1na Road, Tarrytown, New 
York (hereinafter MAGNAVOX) , SANDERS ASSOCIATES , INC. , a 
corporation of the State of Delaware , having an office at 
Daniel Webster Hiqhway South, Nashua, New Hampahire 
(hereinafter SANDERS ), and ACTIVISION, INC., a corporation 
of the State of California havinq an office at Mountain 
View, California (hereinafter ACTIVISION): 

WITNESSETH: 
WHEREAS , SANDERS is the owner of United Statee 

Letter• Patent 3 , 659 , 284 which iaaued on April 25 , 1972 and 
waa reissued as United Statea Lettera Patent Re . 28,507 on 
Augu•t 5 , 1975 and MAGNAVOX is the excluaive licensee with 
right to aublicense under said United States Letter• Patent 
3,659 , 284 andRe . 28 , 507; 

WHEREAS , ACTIVIS!ON ha• made and now is engaged in 
the business of makinq, havinq ma~e for it, marketinq and 
sellinq game programs for use wit~home video qamea and home 
computers marketed under the name~ACTIVtSION; ~ 

WHEREAS, on September 28, 1982, MAONAVOX and 
SANDERS filed a civil action i n the Northern District of 
California entitled The Magnavox Company and Sandera 
Associates, Inc . v. Activiaion, Ine . , No. C 82 5270 , for 
infringement of said United St ates Letter• Patent 
Re. 28 , 507, and the defendant filed First, Second and Third 
Counterc l aims including a clai m for alleqed unfair 
competi tion by MAONAVOK and SANDERS (the "Litigati.on"); 

WHEREAS , MAGNAVOX and ACTIVISION contemporaneousl 
with the execution of this SETTLEMENT AGREEMENT are 
executing and enterinq into a NONEXCLUSIVE SUBLIC~S! 
AGREEMENT which agreements , amonq other thinqs, include 
( a) proviaiona for compensatinq MAONAVOX for acts of 
infringement , inducement to infrinqe , and contributory 
infr1nqement of Unite~ Stat e• Letter• Patent Re. 28 , 507 
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prior to the effective date of thi ~k!M&Nt-AaR!EM!~ and 
(b) p~o~~~- or qran nq certain licensee to ACTIVISION 
to practice the invention of eai4 Letters Patent Re. 28,507 
and of certain other patents; it beinq understood that 
neither MAONAVOX nor SANDERS shall assert any of the patente 
or patent applications described in Exhibit A aqainat 
ACTIVISION with respect to the ACTIVISION 9ames listed on 
Exhibit B except for the 13 video ;ames listed in 
Exhibit B-1; provided, that if any claims covered solely by 
U.S. Patent No. 3,728,480 or u.s. Patent No. 3,829,095 
reisaue such claims may be &alerted aqainst any qame eold 
after the date of reissue listed in Exhibit B. 

l. 
The parties hereto ahall uee their beat efforte to 

obtain disposition of said Ci vil Action No. C 82 5270 by the 
entry of a judqment accordinq to the terms of the FINAL 
JUDGMENT ON CONSENT attached aa Exhibit A. 

II. 
ACTIVISION shall pay to MAONAVOX the sum of one 

million one hundred fifty thou•and dollars .($1,150,000) in 
accordance with the followinq schedule: 

Amount Due Date 

$400,000 ~Upon !xeeutio~ 

200,000 October 1, 1985 

275,000 April l, 1986 

275,000 April 1, 1987 

Each of said payments ahall be secured by a duly execu 
promissory note in the stated amount, payable on the ate4 
date and non-interest bearin9 prior to the etated da e, and 
the payment of the sum~due on~October l, 198S~further ehall 
be secured and guaranteed either (it by a letter of credit 
in favor ~f Magnavox to be issued~•• of the execution date 
of thi e A:. :reement; or ( 1 i) by the depoei t in escrow with the 
Bank of America, on or befor e the execution date of this 
Aqreement, of U.S. Treaeury bonds or billa in an amount 
neceeaary to equal $200,000 with accrued interest on 
October 1, 1985. If the foreqoinq inatallmenta are not paid 
on a timely basis, the delinquent amounts shall bear 
interest at the prime rate (or reference rate) beinq charqed 
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PY the Bank of America on the date the delinquent 
Clue. 

iii'/ 
if~ 

payment is I 
III. 

In consideration of the payment• made hereunder, 
MAGNAVOX and. SANDERS release and. forever di•cha:rqe . · 
ACT!VISION and its officers, ~1reetore, shareholders, 
aqents, distributors and customera, and each of them 
ccollectively the 11ACTIVISION PARTIES") I from any and all 
claims, demands, actiona or cauaes of action of any nature 
whatsoever (i. tract which MAGNAVOX or SANOERS 
have, shall r ma have aqain the ACT!VISION PARTIES 
arisinq out .. e ~t ga ~on or any act of inlrinqement, 
inducement to infrinqe, or contributory infringement of 
United States Letters Patent Re . 28,507 and those ~atenta 
listed in Exhibit A by ACTIVISION except as otherwise 
~rovided in this Agreement or the Nonexclusive Sublicense 

reement for Home Video Game Devices e.ntered into b the 
ar · s contem oraneous erew t . Not 1n9 ere n shal be 

construed as a releaae of an customer o IVISION, or any 
o cer, emp oyee, or agent o sue cua omer, or any ac a 
of the customer with respect to any apparatus not made by or 
for ACTIVISION. This releaae shall be effective only upon 
entry o£ said FINAL JUDGM!NT ON CONSENT. 

1\ 

IV. 

A. MAONAVOX hereby qrants to ACTIVISION a 
worldwide, ~aid-up, nonaxelusive lieensa, without the 
to sublicense, under the patents and applications for 
set forth in Exhibit A attached hereto and any reiss e, 
divisions, continuations or extension• thereof, to ~ke, use 
and~ sell( anrwhere in the world, proqrams and related ~ 
oods for "or in eonnection with l'lome com~uters; it beinq 

erstood that no lieenses or any other r19 a · are granted 
under said paid-up lieense with respect to "HOME VIDEO 
GAMES 11 and/or "GAME PROGRAMSff for "HOME V!t>EO GAMZS," aa 
those terms are d.efined in the Nonexeluaive Sublicense 
Aqreement. !or purpo••• of thia Aqreement, a home com~uter 
is a mult\-purpoee device, comprises a mlcroproeessor or ~ 
other central processing unit which can address a program ) 
(read only memory) of at least 8X byte•. Without 9 
limitation, the Atari 400, Atari 800, Commodore 64, 
Apple II, IBM Pcjr., Sinclair Spectrum and QL and the MSX 
home computer are home eomputers for ~urposea of th1a 
Aqreement. 
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B. The license granted under thia paragraph IV 
o! this Settlement Agreement ia~nontransferable except as 
permitted by the Nonexclusive Sublicense Aqreement. 

C. In conaideration of laid paid-up nonexclusive 
license, ACTIVISION aqrees to make the followinq payments to 
MAGNA VOX: 

(1) In the event that presently pend1nq 
reissue application Serial Number 810,538 or 
reissue application Serial Number 810,542 issues 
aa a rei1sue patent with a claim havinq 
substantially identical recited elements as any 
one of claims 1, 13,~40, S0~2i 55, now pendinq in 
application Serial No. 810,538 ot any one o! 
claims 1, 3, 9, 26~QE 30~now pending in 
application Serial Number 810,542, then ACTIVISION 
shall pay to MAGNAVOX the sum of Two Hundred 
Thousand U.S. Dollars ($200,000), which sum lhall 
be paid in the following installments: 

(a) One Hundred Thousand u.s. Dollars 
($100,000) shall be paid within two month• of 
issuance of said reiaaue patent or April 1, 
1987, which ever 1a later, and (b) One 
Hundred Thousand U.S. Dollar• ($100,00) shall 
be paid on the !irat anniversary of the date 
on which the initial $100,00 payment referred 
to in paraqraph (a) ia due and payable. 

(2) In the event that (a) all of the 
claims 1, 13,A40, SO~and ' SS~of reissue application 
Serial Number 810,S3share finally rejected by a 
decree or judqment which is not further~reviewable 
by a superior tribunal, and (b) reissue 
application Serial Number 810,538 issues on a 
reissue patent with claim 54 or a claim having 
identically recited element• andjor rei••~• 
application Serial Number 810,542 1asuea as a 
reissue patent with claim 7 or 12 or a claim 
having identically recited elementa, then in lieu 
ot the payment specified in paragraph (1), 
ACTIVISION ahall pay to MAGNAVOX the sum of One 
Hundred Thousand u.s. Dollara ($100,000) within 
two months of iasuance of aaid reissue patent or 
April.!, 198!, whichever is later. 
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v. 
ACTIVISION hereby releases and forever diecharqes 

MAGNAVOX and SANDERS , and ea~ of them and their respective 
qfficers , directors , ahareholdera , aqents and distributors , 
from all e!aima, demands , actions or causes of action of any 
nature whatsoever ~hich it has, or shall or may have , 
aqainet MAONAVOX and/ or SANDERS by reason of any act, cause, 
matter or thinq claimed or •lleqed by any of them in any of 
the pleadinqs , records or other papers on file inAtn. 
t.i~!gation. 1~ -~ (?o--.. ~ ~ cP- ~ ~ 

VI. ~ 
Each party shall either destroy or return td the :;J11~ 

oriqinatinq ~arty all discovery documents produced by the 
oriqinatinq party, all copiea thereof and all notes and 
memoranda related thereto within thirty days after the end 
~life of the last to expire . of the patents licensed to 
ACT IVISION under the nonexclusive Sublicense Aqreement. In 
the interim,· ~C.TJVi~~~c)N_t_hal:L_ delivery all such documents -in __ 
~ts possession to Howard, Rice, Nemerovski 4 CanadY 4 

~obertson & Falk , A Professional Co~oration, whi~ shall ~ 
hold the documents i n confidence except and until required 
b~~ disclosed Sy any law, refilatlon or court order or_ . 
until sueh aocumen_~-• b~~~me __ .r~ujv~nt 1n c::~m.ne._c;~i_c:m with any 
dispute between the partiea. 

VII. 
This Aqreement shall-be qoverned by federal law 

and the laws of the State of New York; provided, that 
jurisdiction and venue for any dispute shall be in the 
United States District Court for the Northern District of 
California and the laws of California shall apply with 
respect to the choice of jurisdiction and venue .. 
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031585 
SOLA 

• ~ 
NONEXCLUSIVE SUBLICENSE AGREEMENT ~~ ~ ~ 

FOR ' p----
HOME VIDEO GAME DEVICES ~ ~, 

0- h ~ .o/17-'-~- /-
AGREEMENT , having an effectiv:::-t~::;:; 1 ~ ~s /";;ll'{;;.J -­

between THE MACNAVOX COMPANY (here i nafter called MAGNAVOX) , a corpora-

tion of the State of Delaware, U. S . A., having a place of business at 

580 White Plains Road , Tarrytown , New York 10591 and ACTIVISION , INC . 

(hereinafter called ACTIVISION), a corporation of the Stat e of 

CALIFORN I A hav i ng a principal p l ace of business at Mo u n t ain Vi e w, 

California 94042. 

W I T N E S S E T H 

WHEREAS , MAGNAVOX is the exclusive licensee under a plurality of 

patents and patent applications, the titles of which reside in Sanders 

Associates , Inc . (hereinafter cal led SANDERS) , a corporation of the 

State of Delaware , u . s . A., having an office at Daniel Webster Highway 

South , Nashua , New Hampshire 0306 1 ; 

WHEREAS, MAGNAVOX has the exclusive right under an agreement 

dated January 27 , 1972 , as amended by a supplemental agreement effec-

tive January 1 , 1976, between itself and SANDERS (hereinafter referred 

to as OTHER LICENSE AGREEMENT) to grant licenses under such plurality 

of patents and app l ications ; 

-1-



(hereinafter GAME PROGRAM) which 

connected to the control unit allows the consumer to play the 

game loaded into the cartridge or memory device . Examples of HOME 

VIDEO GAME include the Atari 2600 and 5200 , Odyssey 2, Intellivision 

and Colecovision . 

(c) LICENSED VIDEO GAME shall mean any HOME VIDEO GAME covered 

by or employing _a m8thod covered by one or more of the LICENSED 

PATENTS , with such coverage being determined by and to the extent of 

that provided by the law of the country of LICENSED PATENT issuance . 

(d) LICENSED GAME PROGRAM shall mean a GAME PROGRAM which when 

connected to a CONTROL UNIT for operation , comprises , in combination , 

a system covered by or employing a method covered by one or more of 

the LICENSED PATENTS , with such coverage being determined by and to 

the extent of that provided by the law of the country of LICENSED 

PATENT issuance . 

(e) LICENSED PRODUCT shall mean a LICENSED VIDEO GAME and/or 

LICENSED GAME PROGRAM . 

(f) NET SELLING PRICE shall mean the invoice price of each 

LICENSED PRODUCT sold by ACTIVISION to any third party in arms- length 

trade. All invoice prices hereunder shall be determined after 

deduction of normal trade and quantity discounts but before deducting 

any other item and shall be understood not to include taxes , duties, 

insurance premiums for transportation , transportation costs and 

special packaging costs charged for separately , if any. 

(g) DOLLARS shall mean United States of America Dollars. 
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• 
- 02 Nothing herein shall be construed as preventing or restricting 

either party from manufacturing , using , or selling any product in any 

country or territor y, it being understood , however , that no licenses 

under patents expressed or implied , are hereby granted except under 

LICENSED PATENTS as defined in Paragraph 1 . 01 (a) of Article I, and to 

the extent set forth in Paragraph 2 . 01 of this Article II. 

2.03 MAGNAVOX hereby warrants that it has the right to grant the 

license herein granted to ACTIVISION . 

ARTICLE III 

CONSIDERATION 

3.01 In consideration of the nonexclusive licenses herein granted by 

MAGNAVOX to ACTIVISION , ACTIVISION agrees: 

(a) to pay to MAGNAVOX a r oyalty of Four and Or.e-Half Percent 

(4- 1/2%) of the NET SELLING PRICE of the LICENSED VIDEO GAME for 

each LICENSED VIDEO GAME : (i) made by or for Activision in the 

United States of America and sold , used , leased or otherwise 

disposed of (except as scrap) in any country of the world on a nd 

after the effective date of this Agreement: or ( ii) made b_y_ OL_ 

for ACTIVISION in Taiwan , South Korea, Philippines or a country --where no LICENSED PATENTS exist and sold , used, leased_ or 

otherwise disposed of (except as scrap) or. or afte r the 

effective date of this a~reemer.t ir. the United States of America 
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or another country where any LICENSED PATENT exists. In the 

event that a CONTROL UNIT used , sold , leased or otherwise 

disposed of (except as scrap) by ACTIVISION does not have at 

least one LICENSED GAME PROGRAM residing or incorporated therein 

such that a combination exists comprising a LICENSED VIDEO GAME, 

then one unincorporated such LICENSED GAME PROGRAM , whether or 

not sold together with a CONTROL UNIT, shall be considered in 

combination with such a CONTROL UNIT as comprising a LICENSED 

VIDEO GAME for determining royalty payments under this parag ra ph 

3 . 0l(a). 

(b) to pay to MAGNAVOX a royalty for each LICENSED GAME 

PROGRAM: (i) made by or for Activision ir. the United States of 

America and sold, used, leased or otherwise disposed of (except 

as scrap) in any country of the world on and after the effective 

date of this Agreement; or ( ii) made by or for ACTIVISION in 

Taiwan , South Korea, Philippines or a country where r.o LICENSED 

PATENTS exist and sold, used , leased or otherwise disposed of 

(except as scrap) or. or after the effective date of this 

agreement in the United States of America or another country 

where any LICENSED PATENT exists , as follows: 

(l) Four and One - Half Percent (4 - l/2%) of the NET SELLING 

PRICE of the LICENSED GAME PROGRAM if the NET SELLING 

PRICE thereof is over Ten (10) Doll~ 
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031585 

2) Two and One-Half Percent (2-l/2%) of the NET SELLING 

PRICE of the LICENSED GAME PROGRAM if the NET SELLING 

PRICE thereof is between Ten (10) Dollars and Five (5) 

Dollars , inclusive; and 

(3) One Percent (1%) for the LICENSED GAME PROGRAM if the NET 

SELLING PRICE thereof is less than Five (5) Dollars. 

No royalties shall be due under this paragraph 3.0l(b) on any 

LICENSED GAME PROGRAM resid ing or incorporated in a LICENSED 

VIDEO GAME on which royalties were paid pursuant to paragraph 

3.0l(a) or on any LICENSED PROGRAM , which in combination with a 

CONTROL UNIT , was considered as a LICENSED VIDEO GAME on which 

royalties were paid pursuant to paragraph 3 . 0l(a). 

3.02 In the event that a LICENSED PRODUCT is made by or for 

ACTIVISION outside the United States of America in a country where any 

LICENSED PATENT exists (other than Taiwan, South Korea and the 

Philippines) and sold , used , leased or othe rwise disposed of (except 

as scrap): (i) in the United States of America, (ii) in another 

country where any LICENSED PATENTS exists and which is not the country 

when such LICENSED PRODUCT is made , then ACTIVISION shall pay for each 

such LICENSED PRODUCT an additional royalty of One Percent (1%) of the 

NET SELLING PRICE of such LICENSED PRODUCT ir. addition to and above 

the applicable royalty rates set fo rth in paragraphs 3 . 01(a) and 

3 . 0l(b)(l), (b)(2) and (b)(3). The provisions of the paragraphs 3 . 02, 

-7-



031585 

• ? ' however , shall not apply to those LICENSED PRODUCTS which are both 

made and sold, leased or otherwise disposed of within the European ~ 

Economic Community. 

3 . 03 A LICENS~D PRODUCT shall be deemed sold when invoiced , or 

if not invoiced , when shipped or othe rwise delivered to a purchaser or 

user of such product , provided , however , that in the event that 

ACTIVISION is unable to collect payment for LICENSED PRODUCTS shipped 

to a customer who subsequently goes into bankruptcy or sues a customer 

to collect payment for LICENSED PRODUCTS shipped to said customer, 

then in either of such event , royalties on such LICENSED PRODUCTS 

shall be deemed due when ACTIVISION actually collects payment for such 

LICENSED PRODUCTS and any royalties that have been paid by ACTIVISION 

thereon shall be credited against further royalties until such time 

that ACTIVISION collects payment for such LICENSED PRODUCTS. 

3.04 No royalty shall be due or. LICENSED PRODUCTS which have 

been returned or rejected by the customer and when royalties have been 

paid on such LICENSED PRODUCTS , then such royalties shall be credited 

against future royalties to be paid hereunder . 

3 . 05 Anything herein to the contrary notwithstanding , no royalty 

payments shall be due on those LICENSED GAME PROGRAMS: 

(i) Nhich were made by ACTIVISION prior to the effective date of this 

A~reement and sold thereafter outside the United States of America , 

and 
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(ii) which are covered solely by or employ a method covered solely by 

the foreign counterpa r ts of either u.s . Patent No . 3 , 728 , 480 or u.s . 

Paten t No . 3 , 829 , 095 and no other LICENSED PATENT . It is understood 

that royalties on such LICENSED GAME PROGRAMS ma de and sold after the 

effective date of this Agreement s hall be paid in accordance with the 

provisions of Paragraphs 3 . 0l(b) and 3 . 02 . 

3 . 06 Anything herein to the contrary notwithstanding , no royalty 

payments shall be due on any HOME VIDEO GAMES and/or GAME PROGRAMS 

made and sold in the United States and covered solely by or employing 

methods covered solely by u.s. Patent No . 3 , 728 , 480 or u.s. Patent 

No . 3 , 829,095 until such time as e i the r reissue application Serial 

No . 810 , 538 or reissue application Serial No . 810 , 542 issues as a 

reissue patent with a claim covering such HOME VIDEO GAME or GAME 

PROGRAM , whereupon royalties shall be due and payable in accordance 

with the provisions of Paragraphs 3 . 01 and 3. 0 2 on a ny such HOME VIDEO 

GAMES and/or GAME PROGRAMS covered by such reissue patent and made , 

used , sold , leased or otherwise disposed of (except as scrap) 

subsequent to the date of issuance of such reissue patent . 

3 . 07 Of the GAME PROGRAMS that ha ve been marketed by ACTIVISION prior 

to the effective date of this agreement , ACTIVISION agrees to pay 

royalties in accordance with the provisions of Paragraphs 3 . 0l(b) and 

3 . 02 on the following : Tennis , Bo xing , Dolphin Decathalon, Grand 

p rix , S ky Jinks, Pressure Cooker , Ice Hockey , Fishing De r by , Keystone 

Kape rs, s tampede, Barnsto rming and Enduro, it being understood that 
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payment of royalties on any new GAME PROGRAMS or HOME VIDEO GAMES 

shall be determined in accordance with the provisions of Paragraphs 

l . Ol(c) , l . Ol(d) , 3 . 05 and 3 . 06 . 

3 . 08 Except as provided for in Paragraphs 3 . 05 and 3 .0 6 , no royalties 

shall be due for the following GAME PROGRAMS : [list of all ACTIVISION 

games other than the 13 listed in 3.07]. 

3 . 09 No royalties shall be due hereunder with respect to the 

manufacture, use or sale by ACTIVISION or its SUBSIDIARIES of any 

program for home computers as defined in the SETTLEMENT AGREEMENT . 

3.10 Notwithstanding the royalty reporting p rovisions of ARTICLE VI, 

it is hereby agreed that for the first quarter of the calendar year of 

1984 , ACTIVISION shall provide to MAGNAVOX a letter by an off icer of 

ACTIVISION confirming its estimate that sales of the GAME PROGRAMS 

referred to in Paragraph 3 . 07 would not result in a royalty obligation 

under Paragraph 3 . 01 in excess of Two Thousand Dollars ($2,000) if 

accounted for in the manner specified in Paragraph 6 . 01 and ACTIVISION 

shall pay a royalty of $2,000 for said first quarter . If the letter 

estimates that sales during said first quarter would result in a 

royalty in excess of $2 , 000 , then ACTIVISION shall pay the greater 

amount. 
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• 
ARTICLE IV 

MAXIMUM AND MINIMUM ROYALTY SCHEDULES 

4 . 01 Should any computed royalty payable by ACTIVISION to MAGNAVOX 

under the provisions of Paragraph 3 . 01 (a) hereof for any LICENSED 

VIDEO GAME be less than ONE DOLLAR ($1 . 00) , then ACTIVISION shall make 

payment of a minimum royalty of ONE DOLLAR ($1 . 00) for each such 

LICENSED VIDEO GAME in lieu of said computed royalty. 

4 . 02 Should any computed royalty payable by ACTIVISION to MAGNAVOX 

under the provisions of Paragraph 3 . 01 (a) hereof for any LICENSED 

VIDEO GAME be more than Two DOLLARS ($2 . 00) per LICENSED VIDEO GAME , 

then ACTIVISION shall make payment of a maximum royalty of Two DOLLARS 

($2.00) for each such LICENSED VIDEO GAME in lieu of said computed 

royalty . 

4 . 03 In the first month of each calendar year , the minimum and 

maximum royalty amounts specified in Paragraphs 4.01 and 4.02, 

respectively , for that calendar year shall be adjusted to change in 

accordance with the change for the All Urban Consumers Price Index as 

published by the u.s. Department of Labor . Said adjustment shall be 

made by multiplying the minimum and maximum royalty amounts specified 

in Paragraphs 4 . 01 and 4 . 02 , respectively , by a fraction , the 

denominator of which is said Consumer Price Index figure for December 

1982 and the numerator of which is said Consumer Price Index figure 

for December of the year preceding said calendar year for which said 

adjustment is being made. 
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ARTICLE V 

PAYMENTS 

5 . 01 All payments made by ACTIVISION to MAGNAVOX are to be in 

DOLLARS , or any other currency acceptable to MAGNAVOX , at their 

offices in Tarrytown , State of New York , United States of America . 

5 . 02 ACTIVISION sha:l make timely withholding and payments to 

appropriate authorities for the account of MAGNAVOX of any applicable / 

withholding taxes or any othe r appropr i ate governmental taxes due frdm~ 
payments remitted by ACTIVISION to MAGNAVOX . ACTIVISION shall compl~ 

with applicable regulations so that MAGNAVOX is given full credit 

the appropriate government authorities for having paid such taxes 

shall send to MAGNAVOX appropriate documentation evidencing such 

payments . 

ARTICLE VI 

REPORTING OF ROYALTIES 

6 . 01 Within forty- five (45) days after and as of the end of each 

calendar quarter of each year during the term of this Agreement, 

ACTIVISION shall furnish to MAGNAVOX a royalty report specifying: 

(a) the total number of LICENSED PRODUCTS which have been made , 

had made , used , sold , or otherwise disposed of by ACTIVISION during 

the preceding calendar quarter: 

(b) in separate listings , the number and types (by catalogue num-

ber or the like) of LICENSED VIDEO GAMES and LICENSED GAME PROGRAMS 

used and/or sold during the preceding calendar quarter and the prices 

thereof upon which royalties are based~ 
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c) the amount of credit due pursuant to Paragraphs 3.02 or 3 . 03; 

(d) the amount or amounts due to MAGNAVOX; and 

(e) the taxes of any government withheld and paid on behalf of 

MAGNAVOX pursuant to Paragraph 5.02 above. 

6 . 02 ACTIVISION shall make a written report to MAGNAVOX within ninety 

(90) days after the date of termination of this Agreement, howsoever 

arising , stating in such report the number and NET SELLING PRICES of 

all LICENSED PRODUCTS sold or otherwise disposed of and the number of 

LICENSED PRODUCTS manufactured but not sold or otherwise disposed of, 

and upon which royalty not previously reported to MAGNAVOX is payable 

in consequence of such LICENSED PATENTS . 

6.03 Each report submitted under the terms of this Article VI shall 

be accompanied by the payments due to MAGNAVOX . 

6.04 ACTIVISION shall retain, for a period of six (6) years after 

making a royalty report, the records , files and books of account 

prepared in the normal course of business, which contain data 

reasonably required for the computation and verification of the 

amounts to be paid and the information to be given in such report. 

ACTIVISION shall permit the reasonable inspection, upon reasonable 

notice and at reasonable times during normal business hours , of such 

records, files and books of account by a certified public accountant 

appointed by MAGNAVOX . Said accountant shall be permitted to inspect 

said records, files, and books and ACTIVISION shall give said 
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accountant such other information as may be reasonably necessary and 

proper to enable the amounts of payments payable hereunder to be 

accurately ascertained . Neither MAGNAVOX nor said accountant shall 

disclose to anyone , directly or indirectly, any of the information 

which they obtain as a result of any such inspection, and such 

accountant shall disclose to MAGNAVOX only such information as 

ACTIVISION is required to report to MAGNAVOX under this ARTICLE VI , 

including the amount of royalty due and payable. 

6.05 ACTIVISION shall pay interest at the rate of One and One- Half 

Percent (l - l/2%) per month on any sums due from ACTIVISION to MAGNAVOX 

and not paid by their due date unless said interest rate of l-l/2% is 

higher than the maximum interest rate permitted by applicable law, in 

which event ACTIVISION shall pay such maximum interest rate in lieu of 

said l - 1/2% . 

6 . 06 In order to insure to MAGNAVOX the full royalty payments 

contemplated hereunder , ACTIVISION agrees that , in the event any 

LICENSED PRODUCTS shall be sold: (1) to a or 

association which , or individual a controlling interest 

in ACTIVISION by stock or {2) to a corporation 

firm or association w ·ch ACTIVISION or stockholders of the 

ACTIVISION , or of the ACTIVISION shall owr. , 

directly or in rectly , a controlling interest by stock ownership or 

otherwise , or (3) to a corporation , firm, or association with which, 
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companies shall have any agreement, understanding, or arrangement 

(such as, among other things, an option to purchase stock, or an 

arrangement involving a division of profits or special rebates or 

allowances) without which agreement, understanding, or arrangement, 

prices paid by such corporation, firm, association, or individual for 

LICENSED PRODUCTS would be higher than the NET SELLING PRICE reported 

by the ACTIVISION, or if su~h agreement, understanding, or a rrangement 

results in extending to such corporation, firm, association , or 

individual lower prices for LICENSED PRODUCTS than those charged to 

outside concerns buying similar merchand ise in similar amounts and 

under similar conditions, then, and in any of such events, the 

royalties to be paid hereunder in respect of such LICENSED PRODUCTS 

shall be based upon the NET SELLING PRICE at which the purchaser of 

LICENSED PRODUCTS so sold resells such PRODUCTS rather than upon the 

NET SELLING PRICE of the ACTIVISION; but in no event shall the NET 

SELLING PRICE be more than charged to outside concerns buying similar 

products in similar amounts and similar conditions . 

ARTICLE VII 

TERM AND TERMINATION 

7 . 01 The word "termination" and cognate words such as "term" and 

"terminate" used in this Article VII are to be read, except where the 

contrary is specifically indicated, as omitting from their e ffect the 

following rights and obligations, all of which shall survive any 

termination to the degree necessary to permit their complete fulfill ­

ment or discharge : 
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(a) ACTIVISION ' s obligation to supply a terminal report as 

specified in Paragraph 6.02 of Article VI; 

(b) MAGNAVOX' right to receive or recover and ACTIVISION's obli­

gation to pay royalties accrued or accruable for payment at the time 

of any termination ; 

(c) ACTIVISION ' s obligation to maintain records and MAGNAVOX' 

right to conduct a final aunit as provided in Paragraph 6.04 of 

Article VI; 

(d) Licenses under LICENSED PATENTS running in favor of custo­

mers or transferees of ACTIVISION in respect to LICENSED PRODUCTS sold 

or transferred by ACTIVISION prior to any termination of this 

Agreement , subject to payment by ACTIVISION of any royalties payable 

with respect to such LICENSED PRODUCTS ; and 

(e) any cause of action or claim of either party , accrued o r to 

accrue, because of any breach or default by the other party. 

7.02 Unless terminated as provided in Paragraphs 7.03 o r 7 . 04 of this 

Article VII, this Agreement shall run to the end of the life of the 

last to expire of the LICENSED PATENTS and shall thereupon terminate . 

7.03 Unless otherwise specified herein, if either ~AGNAVOX or 

ACTIVISION shall default in the performance of any of the terms and 

p rovisions of this Agreement to be performed by it, and such default 

shall not be cured within sixty (60) days after written notice of such 

default is given by the r.ondefaulting party to the defaulting party , 

then at any time after the expiration of such si xty (60) days , the 
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.nondefaulting party may give written notice to the defaulting party of 

its election to terminate this Agreement . Thereupon , this Agreement 

shall terminate on the date specified in such notice, which shall not 

be less than thirty (30) days following the receipt of such last 

mentioned notic~ . Such right of termination shall not be exclusive of 

any other remedies or means of redress to which the nondefaulting 

party may be lawfully entitled , it being intended that all such 

remedies be cumulative . 

7.04 If either MAGNAVOX or ACTIVISION should be dissolved, or should 

file a voluntary petition in bankruptcy , or an order should be entered 

pursuant to any law relating to bankruptcy or insolvency appointing a 

receiver or trustee for said party , then MAGNAVOX or ACTIVISION, as 

the case may be , within sixty (60) days thereafte r may give written 

notice to the party filir.g such petition in bankruptcy or subject t o 

such order of its desire to terminate this Agre ement . Thereupon, this 

Agreement shall terminate on the date specified in such r.otice , which 

shall not be less than thirty (30) days following the filing of such 

notice . 

7 . 05 ACTIVISION shall have the ri g ht to challer.ye the validity o f 

and/or the alleged cove rage of a given product by any reissue patent 

issuing on reissue application Serial Nos . 810 , 538 and 810 , 542 , in 

which event MAGNAVOX shall have the right to terminate any license 

granted hereunder under such 

challenged by ACTIVIST,~( 
~1 

pate nt whose validity and/or coverage is 

~~ 
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ARTICLE VIII 

NO LEGAL REPRESENTATION 

8 . 01 Nothing contained in this Agreement shall be construed as 

conferring any license or right with respect to any trademark, trade, 

or brand name , the corporate name of either party or any of its 

subsidiaries , or any other name or mark , or any contraction, abbrevia­

tion , or simulation thereof : 

ARTICLE IX 

DISCLAIMER OF WARRANTIES-SAVE HARMLESS 

9.01 To the best of MAGNAVOX ' knowledge , all LICENSED PATENTS are 

valid , but MAGNAVOX does not guarantee the validity thereof . MAGNAVOX 

further does not warrant that the manufacture, use , insta llation, o r 

sale by ACTIVISION of the LICENSED PRODUCTS does not or shall not 

infringe the patents or other rights of persons not a party he reto . 

MAGNAVOX shall not be obliged to defend or hold ACTIVISION harmle ss 

against any suit , claim , demand , or action based o r. actual o c a lleged 

infringement of any patents or other rights belonging to persons not a 

party to this Agreement . Any such infringement by ACTIVISION snall not 

relieve it from performance of its obligations hereunder. 

9.02 MAGNAVOX hereby disclaims any and all liability or 

responsibility whatsoever for any loss or damage arising out of the 

production , design , sale , installation, or use of LICENSED PRODUCTS 

manufactured or sold by ACTIVISION under this Agreement . MAGNAVOX 

does not warrant that such LICENSED PRODUCTS ace oc will be of 

merchantable q uality o r f it fo r a ny pa r t i c u la r purpo se fo r which t hey 

may be bought or used . 
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ARTICLE X 

INFRINGEMENT BY THIRD PARTIES 

10.01 ACTIVISION shall p romptly inform MAGNAVOX upon learning of any 

infringement of LICENSED PATENTS . 

10 . 02 MAGNAVOX agrees to bring and prosecute such suits for infringe­

ment of the LICENSED PATENTS as may reasonably be necessary to protect 

unlicensed competition from materially interfering with the business 

of ACTIVISION hereunder . However , MAGNAVOX shall not be obligated to 

bring more than one such suit at a time , or against more than one type 

of infringing device at a time . 

ARTICLE XI 

SUBSIDIARIES 

11 . 01 This Agreement shall be binding upon and inure to the benefit 

of the SUBSIDIARIES of each party hereto . It shall not be o therwise 

assignable by either of the parties hereto, in whol e o r in part, to 

any third party whatsoever , nor shall the rights hereof of either of 

the parties hereto otherwise be or become in any way , 

directly or indirectly , transferable or available to , or divisible or 

capable of being shared with, or inure to the benefit o f any third 

party without the prior written consent of the other party hereto . 

11 . 02 ACTIVISION shall be responsible for , and hereby assumes full 

liability in respect of all royalty reports and payments Eor all 

LICENSED PRODUCTS made , made for , used , sold , or o therwise d isposed o f 

by it s SUBSIDIARIES during t he term o f this Agreeme n t. 
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ARTICLE XII 

MARK I NG 

12 . 01 ACTIVISION agrees to mark all LICENSED PRODUCTS sold by it 

under the l icense herein granted with the word "Patents" or " Patent ", 

respectively , and the numbers or number of the applicable patents or 

patent of the country of sale . MAGNAVOX shall give ACTIVISION timely 

notice of any additional parents issuing pertaining to LICENSED 

PRODUCTS . 

ARTICLE XIII 

CONVERSION OF LICENSOR LICENSE 
WITH SANDERS TO A NONEXCLUSIVE LICENSE 

13 . 01 In the event that MAGNAVOX converts its license from SANDERS to 

a nonexclusive license , then ACTIVISION shall from the date of notice 

of such conversion to a nonexclusive license, consider SANDERS the 

licensor in this Agreement and shall make all payments ar.d be respon-

sible for all obligations under this Agreement to SANDERS . 

ARTICLE XIV 

NOTICES 

14 . 01 Any notice or request required or permitted to be g iven under 

or in connection with this Agreement or the subject matter hereof 

shall be de emed to have been sufficiently giver. when , if g iven to 

ACTIVISION, it shall be addressed to : 

Activision , Inc . 
2350 Bay Shore Frontage Road 
Mountain View , California 94039 
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and when, if given to MAGNAVOX, it shall be addressed to: 

Director of Licensing 
The ~1agnavox company 
580 White Plains Road 
Tarrytown , New York 10591 

and in each case sent by Registered Mail, postage prepaid . Unless 

otherwise stated herein , the date on which a notice or request is 

mailed shall be deemed to bo the date on which such notice or request 

has been given . Either party may give written notice of a change of 

address; and after notice of such change has been received, any notice 

or request shall thereafter be given to such party as above provided 

at such changed address . 

ARTICLE XV 

WAIVER--SEVERABILITY 

15.01 The waiver by either party of a breach or default in any o f the 

provisions of this Agreement by the other party shall not be con s trued 

as a waiver by such party of any succeeding breach of the same o r 

other provisions; nor shall any delay or omission on the part of 

either party to exercise or avail itself o f any ri g ht , power, o r 

privilege that it has or may have hereunder operate as a waiver of any 

such right, power or privilege by such party. 

15.02 If any term , clause or provision of this Agreement shall be 

judged to be invalid , the validity of any o ther t e rm, clause, or 

provision shall not be affected; and such i nvali d term , clause, or 

provision shall be deemed deleted from the contrnct . 
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ARTICLE XVI 

GOVERNING LAW 

16 . 01 This Agreement shall be governed by and construed, and any 

claim or controversy arising with respect thereto shall be determined , 

in accordance ~ith the laws of the State of New York , except that 

venue for any dispute shall be the United States District of 

California for the Northern District of California and venue shall be 

determined in accordance with the laws of the State of California . 

ARTICLE XVII 

COMPLIANCE WITH LAWS 
OF PERTINENT GOVERNMENTS 

17 . 01 Each party shall at all times comply , at its own e xpense, with 

all applicable laws , regulations , and orders of any government and all 

departments , instrumentalities , or political subdiv isions thereof , 

relating to or in any way af f ecting this Agreement and the performance 

of its obligations hereunder . ACTIVISION shall, a t its own expense , 

negotiate and obta in any approval , license, o r permit it may need in 

the performance of its obligations; shall declare , record, or take 

such other steps as required to render this Agreement binding; and 

shall make all payments required of it under this Agreement. 

ARTICLE XVIII 

ASSIGNMENT 

18 . 01 Except as otherwise provided herein, ACTIVISION shall not 

assign , transfer , sublicense , sublet , or encumber its interest in this 

Agreement or rights granted herein in any manner without the written 

consent of MAGNAVOX . 
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ARTICLE XIX 

MORE FAVORABLE TERMS 

19 . 01 In case MAGNAVOX shall hereinafter grant a license under any 

LICENSED PATENTS under which a license is granted hereunder to any 

third party manufacturer of consumer or home type amusement yames in 

the TERRITORY, other than a company in which MAGNAVOX has a 

substantial interest, direct or indirect, such as N. V. Philips' 

Gloeilampenfabrieken, or any of its subsidiaries , of the same scope as 

the license herein granted at rates of royalty lower than that 

provided for in this Agreement (excepting settlements of past damages) 

made pursuant to a settlement of a dispute or a court decision and 

licenses the consideration for which consists in whole o r in part of 

patent rights or other rights of such substantial value as in the 

opinion of MAGNAVOX are sufficient to warrant a r e duction in royalty 

rates below the rates provided for herein , or the acceptance of such 

rights in lieu o f royalties), MAGNAVOX shall no tify ACTIVI S ION o f t he 

grant of such license a nd ACTIVISION shall, at its e l e ctio n 

exercisable at any time within thirty (30) days after receipt of such 

notice, be entitled to such lower royalty rate from the date such 

license agreement was entered into with said third party until the 

date of termination of such third party license agreement, at which 

time the terms of this License Agreement will again take effect , 

provided that ACTIVISION at the same time also accepts any less 

favorable terms and conditions in such third party license agreement . 
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ARTICLE XX 

INTEGRATION 

20.01 This instrument and the SETTLEMENT AGREEMENT contain the entire 

and only agreement between the parties and supersede all pre-existing 

agreements between them respecting its subjec t matter. No 

modification, renewal , extension, waiver , and (except as provided in 

Article VII hereof) no termination of this Agreement o r any of its 

provisions shall be b inding upon the party against whom enforcement of 

such modification , renewal, extension , waiver, or termination is 

sought , unless made in writing and signed on behalf of such party by 

one of its executive officers , or in the case of 1-1AGNAVOX , by a duly 

authorized officer or the Director of Licensin~. As used in this 

Article XX the word "termination " includes any and al l means o f 

b r inging to an end prior to its expiration by its o wn terms this 

Agreement , o r any provision thereof , whether by release , discharge , 

abandonment , or otherwise . 

IN WITNESS WHEREOF, the parties hereto cause their corporate 

names to be affixed by their res~ective duly authorized off icer s or 

representatives . 

THE I-1AGNAVOX COMPANY 

By ____________________________ __ 

Attest : 
Title __________________________ __ 

Date ____________________________ __ 

ACTIVISION, INC . 

By ___________________________ __ 

Attest : 
Title __________________________ __ 

Date--------------------~-------
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I • 
MAGNAVOX V. ACTIVISION 

~ . . .. . 
:'l' :.; . ' 

~... . .;~ .. SOLUTION OF REMAINING DIFFERENCES 
·' .. ~ ... c .. .;. . .:-'-: 
.. :,: ~~- .. ,_·., ·_;;~· March 14, 1985 

1. Issue - Does the right to terminate remain in the 

license agreement? 

Resolution - Yes. Preamble to the agreement will 

recite that both parties shall act in good faith. 

2. Issue - Will the condition subsequent for payments 

remain applicable to the release of Activfaion in 

the Settlement Agreement? 

Resolution - No -- Magnavox must sue on the notes. 

3 . Issue - What triggers payment for the h.o~,..,.,·-•IIIM 
r license and when payable? r 

' Resolution - For $200,000 issue of any of claimS' 1, 13, 

40, 50 or 55 in '480 or ·l, 3, 9, 26, or 30 in '095. 
K ~ f b t '>f>c>O 

For $100,000 f.rayable in 1988. .. l _ . . ·7 ¥/ o '1 c-
_::t:: -~.(..(___ c.i 5 't o( If-~ 0 ~ ~ trt I '- 7 ~ , 

4. Issue: Venue and Law Resolution - Venue and Law 

on venue California. All other l aw, New York • 
• 

5. Issue : non-assertion by Magnavox 

Resolution: Magnavox will not assert any patents in Exhibit A 

Activision games disclosed to Magnavox and 

to January 1, 1985 except the Rusch patent with 

13 games or the two Baer reissues. 

6. Issue: Right to manufacture abroad. 

Resolution: Manufacture ~in a~~y where there is a 

patent will bear th~~lty above the domestic 
~ . 

royalty schedule _ _prem; 'iltl. There are no such patents J.n 

Taiwan, South Korea, the Phillipines or" LiiWid Glil!La: 

' '1 
' 

; 

~ 
l 

·l 

··~ 

. ... 



' ' 
' . How is the Consumer Price Index applied? 

. . . ... 
. ""' ... -- . As set forth in the original draft agreements 
• ... ·~~ --~ '- • tl!!..,. J~ .... . . ... 

8. Issue: 

Resolution: 

future sales. 

What 

Only 

~~ 
triggers

1
favored_mQci&nAclause. 

a lower subsequent running royalty 

9. Issue: What if customers don '·t pay. 

Resolution: Activision will receive a credit only 

for 

if (a) customer goes into bankruptcy or (2) Activision 

sues to collect. 

10. Issue: Who pays for audit? 

Resolution: The party who orders it. 

The foregoing represents the understanding of the 

parties on the above key p~ but does not constitute a binding 

agreement as this agreement~once fully written must be 

~ :f;::__incipals. 

Activision Inc. 


