
Mr. James Levy, President 
Activision, Inc. 
Drawer No. 7286 
2350 Bay Shore Frontage Road 
Mountain View, California 94039 

Dear Jim: 

(914) 332- 0222 

April 26, 1983~ 

During our meeting in Briarcliff Manor last week you 
proposed to settle the pending lawsuit on the basis of a paid-up 
license. Although at this point in time we are willing to 
consider this approach, one obvious problem is to arrive at a 
mutually acceptable sum in payment for such a license. This 
payment has to be based on estimates of your company's future 
cartridge sales during the life of the patent in suit, as well as 
on past sales. 

Of the games that we have seen and based on information 
currently available to us, we believe that the following nine 
cartridges listed in your 1982 catalogue are for games covered by 
the reissue patent Re 28,507: 

Boxing 
Barnstorming 
Grand Prix 
Stampede 
Tennis 

Skiing 
Pitfall 
Fishing Derby 
Ice Hockey 

The nine cartridges listed above amount to 47% of the total of 19 
titles listed in your catalogue. 

As to future sales, enclosed is an estimate of video game 
cartridge sales through 1986 from a recent report published by 
Stanford c. Bernstein & Co. This report estimates Activision's 
total cartridge shipments through 1986 to be 77.6 million units. 
Using your figure of 50 cents per cartridge and assuming that the 
same percent, i.e. 47%, of the cartridges come within the scope 
of the patent, this amounts to a royalty of 18 million dollars 
through 1986. In reference to our comparison of Activision's 
business and license with that of Mattel, please note that for 
the latter years Activision cartridge sales are projected to be 
higher than those of Mattel. 
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The 18 million dollar figure is based on sales estimates 
through 1986, which is long before the expiration of the patent 
in suit in 1989. Moreover, as I mentioned to you during our 
meeting, as a result of a decision by the Canadian Patent Office 
board of appeals, we expect the Canadian counterpart of u.s. 
patent No. 3,728,480 to issue in the very near future. We 
believe that the claims allowed by the Canadian Patent Office are 
sufficiently broad to cover most of the video games that might be 
marketed in Canada. 

It may well be that you have estimates for future sales by 
your company that are more accurate then the ones in the 
Bernstein report. If so, we will be glad to consider them and 
any proposals which you care to make in the hope of arriving at a 
solution which would be fair to both of our companies. 

TAB/ AT/ jw 

Very truly yours, 

Jhoma6 a . BA.wcPt I SF 

Thomas A. Briody 
Co r porate Patent Counsel 



·. ... ~.· ~ 
• ' r.~ ·, :: 

. : :. ,··.:~ .... ... - . ··:· .. 
.. ; ' ( 

• • "'! 
· ··' •• ... •.a ,.. 

. 
. , 

~Rl"lSTEI~ RESE.-\RCH 

Significant Research Conclusions 

Consumer Video Game Market 
·Forecast of Market Growth 

1--.1;. ·, .• 
~! i.J :I I 

Trends in Household Penetration/Installed Base 
The Encroaching Personal Computer 

Entertainment and Utility 
Modest Rate of Console Displacement 
The Software Market -- Resilient Growth 

Current Developments -- New Products, Broader Pric·e Range 
International Markets 

Substantial Gr(}wth Foreseen 
Price arid Margin Trends: Two Diverging Markets 

Consoles 
Console Replacement Market 
Software Price and Unit Trends 
High Leverage From Licensing 
Cartridge Purchase Rates 
Rental Market Prospects 
Computer System Games 
Software Distribution 

TABLE OF 
CONTENTS 

7 

Trends in Home Video Game Technology 
Graphics -- Greater Realism 

Progres~ve Enhancement 

12 
12 
12 
17 
22 
23 
23 
2:\ 
24 
27 
28 
28 
29 
31 
39 
40 
40 
41 
44 
4!i 
45 
46 
47 
47 
47 
47 
47 
48 
48 

Display 
Voice Replication 
In teractivi ty 

New Delivery/Distribution Systems 
Intersystem Compatibility 
Externally Sourced Games 
Video Disk 

Game Software Development 

Competitive Strategies in the Consumer Video Game Market 
Atari -- Near-Term Pressures, Long-Term Dominance 

••• Now for the Good News 
Software Strategy 
Hardware Strategy 
Personal Computers -- An Integral Step 
New Product Directions 

Mattei: Dropping the Ball 
New Computer Initiatives 
In tellivision -- Rough Sledding Ahead 

. Software Outlook -- :\1ixed Prospects 
Coleco: An End-Around ~1aneuver 

Christopher D. Kirby 

49 
49 
49 
49 
51 
51 
53 
53 
53 
!14 
55 
55 

December ::!8, 1982 

Cop yrigh t 1982, Sanford C. Bernstein & Co . . Inc. All rights reserved: 

The 1n1ontuuon .. ct :ann n.H t'lcc:-n •lbt.unctJ lrom -,ou~c\ .... <- "'ch(' '.c .,, '"'~< rdi.J,..Ic: hut " nm ~·.J.H .Jnteeu n\1 U) Jnd m..1v t"e !n-.:omrlcte ::>u-.:h onlurmJuun "-Od Jnv 
\I("' S o r OpiOIUn) ( .'\presS<d hcrc tn .HC not tO be ..:on)h.krcd .h rcprCS('O(.UIUO) h \ U) ur .. , ... pro-.~C\.lU~ or Ull<r to huv or "K"I l ~tO\ ~unt'\ S.anlo rU (. s~m~tc: ln &. Lu .. 

tnc.. llhc ·corporauon · , or -.>nc or mon: ol lb d•~nn. ulli..:~~ JuC'\:tor\. -, t<Xkh oll..Scn . .!lral t..ILC") llr cmplo\occ~ m4v .!; 4nv umc ho1J. m~re.JSc: .Jr Jel.:f'(.I)C p<hauon\ an 
)C\:unuC'S ot any ..:omp:a n~ mcnuona.J h~re1n. T~~ Corporauon ma\ pro,h.Jc m4nJ~cmc:nt \lr ut h.cr ,cr.&ces lor ~uc h ~~mp.1ni<"S or cmph.>vccs Ill ")UCh ..:omp.ln iC'S u r 
thcar p cnston or rrotit §hann~ plani. O(tallcJ antorm~won Jtk.' Ut the ~cnUut.:l 01 the r"IU~Ifl~ )~ 01 the Corporauon IS set tonh an I ts Polk.' Jnd Prcxcdurc1 ~t.anual 

<\:1nt'nrri l R,.,.,...c, .. ,., ,.t, rr~ t"r • \.. ........ ~ .. r '-.:.-w """V ' '••'"' J....,, !-'l.,..o .. 1.-..~ • .. ~ot-: F ttr k ..\,.., " '""' Ynrlr "'-"'' 101 ~1 • • "'1"' \ ~M,._ "'"'"' ' • r.,~, .. c:u:~:oc=o t()n , 




	file7 001
	file7 002
	file7 003
	file7 004

