
DATE: 

'l'IMEa 

TOe 

FROM t 

N!UMAN, WILLIAMS, ANDERSON & OLSON 
77 West Washington Street 

~ Chic•qo , Illinoio 60602 

TELECOPIER COVER LETTER 

\\ ',40 fdrh < 

PLEASE DELIVER THE fOLLOWI~G PAGES 

Total number of pages being aent, including cover letter: _:Z~---

Our telecopier i1 Omnifax G99 Automatic. We are compatible 
with most telecopier1. Our telecopier will adjust to the 
apea4 of your telecopier. 

IF YOU HAVE ANY PROBLE~S, PLEASE CALL US AS SOON AS POSSIBLE AT: 

PHONE: 312/346-5419 DIRECT TO OMNIFAX G99 

Operator: 312/346-1200 



Thomas A. Larsen, Esq. 
Howara Rice Nemerovski 
Cana~y Robertson & Falk 

Three Embarcadero Center 
Seventh Floor 
San Francisco, California 94111 

Re: Maqnavox v. Activiaion 

I am aen~inq you herewith the latest reviaion of 
the Settlement Agreement baaed upon your draft of March 15, 
1985, Either Lou, Algy or I will be happy to discuss it 
with you after you have reviewed it, 

You will note that the original Section VI on 
return of documents has been dropped; it seems unneaaarily 
complicated and as we recall, not a requirement that Activision 
wanted especially. 

TWA/ajm 
!no. 

Very truly yours, 

NBUMAN, WILLIAMS, ANDERSON ' OLSON 

By 
Theodore w. Anderson 

CC• Algy Tamoahunaa, Eaq./with enc. 
Louis Etlinger, Elq./with enc. · 

• 



SETTLEMENT AGREEMENT 

THIS AGREEMENT, havin; an effective date of 
~~~~~~~~--· 1985, and entered into by and between THE 
MAONAVOX CO~PANY, a corporation of the State of Delaware, havin; 
an office at 580 White Plaine Road, Tarrytown, New York 
(hereinafter tt1AONAVOX), SANDERS ASSOCIATES, INC., a corporation 
of the State of Delaware , havin; an o!fice at Daniel Webster 
Hi;hway 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 ia the owner of United States Letters 
Patent 3,659,284 which ieeued on April 25, l972 and waa raiaaued 
ae United States Letters Patent Re. 28,507 on August 5, 1975 and 
MAGNAVOX ie the exclusive licensee with riqht to aublicenae under 
aaid United States Lettera Patent 3,659,284 and Re. 28,507; 

WHEREAS, ACTIVISION haa made and now ia enqaqed in the 
bueinesa of makinq, havinq made for it, marketin; and aellin; 
qame pro;rams for uee with home video qamea and home computer• 
marketed under the name ACTIVISION; 

WHEREAS, on September 28, 1982, MAONAVOX and SANDERS 
filed a civil action in the Northern Diatriet of California 
entitled The Maqnavox Company and Sanders Aesociatea, Inc. v. 
Activieion, lnc., No. c 82 5270, for infrin;ement of aaid United 
Statea Letter• Patent Re. 28,507, and the defendant filed Firat, 
Second and Third Counterclaim• ineludinq a claim for alleqed 
unfair competition by MAONAVOX and SAND:E:RS (the "Litiqation"); 

WHEREAS, the above named partiea are deairoua of 
reaolvin; the Liti;ation and any controveraiaa with raapect to 
the patent and patent application• described in Exhibit A hereto; 

WHEREAS, MAGNAVOX and ACTIVISION contemporaneously with 
the execution of thia SETTLEMENT AGREEMENT are executinq and 
enterinq into a NONEXCLUSIVE SUBLICENSE AGREEMENT which 
aqreementa, amon; other thin;a, include (a) proviaiona for 
compensating MAGNAVOX for acta of infrinqement, inducement to 
1nfr1nqe, and contributory infrin;ement of United Statea Lettera 
Patent Re. 28,507 prior to January l, 1985 and (b) proviaiona !or 
qrantinq certain lieenaea to ACTIVISION to preetiee the invention 
of aaid Letter• Patent Re. 28,507 and of certain other patenta. 

I. 

The partiea hereto ahall uae their beat eftorta to 
obtain diapoaition of aaid Civil Action No. C 82 5270 by the 
entry of a jud;ment accordin; to the term• of the fiNAL JUDGMENT 
ON CONSENT attached aa Exhibit B. 
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II. 

ACTIVISION· shall pay to MAGNAVOX the eum of one million 
one hundred fifty thousand dollars ($1,150,000) in accordance 
with ~he following achedule : 

Amount 

$400,000 

200,000 

275,000 

275,000 

Due Date 

Payable Upon Execution 

October l, 1985 

April 1, 1986 

April 1, 1987 

Each of aaid payments shall be eecured by a duly executed 
promissory note in the stated amount, payable on the atated date 
and non-interest bearing prior to the atated date, and the 
payment of the eum due on October l, 1985 further shall be 
aecured and guaranteed either (i) by a letter of credit in favor 
of Magnavox to be ieaued as of the execution date of this 
Agreement; or (ii) by the deposit in escrow with the Bank of 
America, on or before the execution date of thie Agreement, o! 
U.S. Treasury bonds or billa in an amount necessary to equal 
$200,000 with accrued intereat on October l, 1985 and deliverable 
on Oc~ober 1, 1985 to Ma;navox in a negotiable form. If the 
foregoinq installments are not paid when due, Activiaion shall be 
in default and all appropriate action shall be available to 
Maqnavox and furthermore the delinquent amounts ahall bear 
interest for each month or fraction of a month of delin~uency at 
the prime rate (reference rate) bein9 charqed by the Bank of 
America on the date the delinquent payment 11 due plus 1%. 

Ill. 

In conaidaration of the payment• made hereunder, 
MAGNAVOX and SANDERS releaae and forever diecharqe ACTIVISION and 
ita o!ficera, directore, ahareholdera, agenta, distributor• and 
cuatomere, and each of them (collectively the "ACTIVISION 
PARTIES 11

), from any and all claima, demands, actions or eauaea of 
action of any nature whatsoever (i.e., tort or contract) which 
MAGNAVOX or SANDERS have , ehall or may have against the 
ACTIVISION PARTIES arising out of the Litigation prior to 
January l, 1985 or any act of infrin;ement, inducement to 
infringe, or contributory infringemen~ of United States Lettera 
Patent Re. 28 ,507 and thoee patenta liated in Exhibit A by game 
pro9rama made by ACTIVISION prior to January 1, 1985 except u 
otherwise provided in thia Aqreament or the Nonexclusive 
Sublicenae A9reement for Home Video Oame Devicea entered into by 
the partie• contemporaneoualy herewith. Nothing herein ahall be 
construed a• a release of any cuatomer of ACTIVISION, or any 
officer, employee, or aqent of aueh cuatomer, for any acta of the 
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cuetomer with respect to any apparatua not made by or £or 
ACTIV ISION. Thia release ahall be effective only upon entry of 
eaid FINAL JUDGMENT ON CONSENT. 

IV . 

A. MACNAVOX hereby qranta to ACTIVISION a worldwide, 
paid-up, nonexclusive license, without the ri;ht to aublicenae, 
under the patents and applications for patent eet forth in 
Exhibit A attached hereto and any reisauee, divisions , 
continuation• or exteneiona thereof, to make, uee and eell, 
anywhere in the world, pro;rams for home computers , it bein; 
understood that no licenaea or any other ri;hte are ;ranted under 
eaid paid-uft license to make, uee or aell home computer• with 
reapect to 'HOKE VIDEO GAM!S11 and/or "GAME PROCRAMS 11 for 11HOM! 
VIDEO GAMES," ae those terms are defined in the Nonexclulive 
Sublicense Agreement. For purpoeea of this Agreement, a home 
computer is a multi-purpose device which comprieea a 
microprocessor or other central proceeein; unit which can be ueed 
to write nongame original programs and storage meana to store 
such original programs and can addreee a program (read only 
Memory) of at leaet 8K bytes . Without limitation, the Atari 400, 
Atari 800, Commodore 64, Apple II, and the IBM Pcjr., are home 
computers for purposes of thia Aqreement. 

B. The licenee ;ranted under this paraq~aph IV of 
this Settlement Agreement ia nonexclusive, nonaeei;nable and 
nontransferable except to a wholly owned subsidiary or to an 
aeeiqnee of the entire business who haa not previously been in 
the qame program buaineae. 

c. In conaideration of said paid-up nonexclusive 
license, ACTIVISION agrees to make the followinq payment• to 
MAONAVOX1 

(1) In the evant that presently pending reissue 
application Serial Number 810 ,538 or reiaaue 
application Serial Number 810,542 issue• aa a reissue 
patent with a claim having substantially the eame 
recited element• as any one o! claima 1, 13, 40, 50 or 
55 , now pendinq in application Serial No . 810,538 or 
any one of elaima 1, 3, 9, 26 or 30 now pendin; in 
application Serial Number 810, 542 , then ACTIVISION 
ahall pay to MAGNAVOX the sum of Two Hundred Thousand 
U.S. Dolla~• ($200,000), which sum shall be paid in the 
followin~ inatallmenta1 

(a) One Hundred Thousand U.S. Dollar• ($100,000) 
ahal l bs paid within two month• of iaauance of 
said reiaeue patent or April 1, 1987, whichever 11 
later, and (b) One Hundred Thoueand U.S. Dollar• 
($100,000) shall be paid on the firat annivereary 
o! the date on which the initial $100,000 payment 
referred to in para;raph (a) is due and payable. 
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VII. 

Any pr••• release o! any party 1hall be in a form 
approved by the partie&, which approval shall not be unreasonably 
withheld.. 

THE r~GNAVOX COMPANY 

By 

Title 
Atteat: 

Date 

SANDERS ASSOCIATES, INC. 

By 

Title 
Attest: 

Date 

ACTIVISION, INC. 

By 

Title 
Atte•t: 

Date 

-s-
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