
To: 

From: 

Distribution 

D.  P .  Chandler 

January 8 ,  1979 

Subject: Minutes of close-in scheduling meeting 1--8-79 

Those present during portions of the meeting were: 

Dick Norwood 
Ken Greenberg 
L .  Solomon 
Al Secora 
Dave Chandler 

MASTER COMPONENT PRODUCTION SCHEDULE 

General Inst. 

Mattel 

Present chip schedule expectations indicate that it is practical to start 
assembly of the 250 preproduction systems by Sylvania about February 15.  
This assumes: 

l .  Properly functioning chip sets are ready for delivery of 250 sets 
to Sylvania by February 15.  

2 .  A  software development system can be reactivated at APH quickly 
to allow converting the executive and at least 1 game program 
to the production format by about January 2 5 .  

- 
3 .  The executive and at least 1 game program ROMS will be masked 

starting about January 25 ,  recognizing that most likely these 
will have to be remasked before they are acceptable for delivery 
to customers. 

NOTE: It is proposed to do this program conversion and masking assuming 
the use of the modified Sound-I/o chip even though the sound 
portion of the converted programs cannot be tested prior to 
masking on this schedule. This approach has the danger that 
sounds may be wrong or totally inoperative with this set of 
ROMS, but it avoids the confusion and expense of having two 
different versions of sound chips in systems. 

Production build-up at rates in accordance with the contract with Sylvania 
could start about March l5 assuming FCC status is suitable by then. 

It is proposed that both the logic board end power supply board designs be 

iterated immediately to correct the known problems with the present versions 

--I 
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as soon as possible and then have Sylvania fabricate the remaining 23 of the 
first 50 systems. This will provide systems for several uses,  including 
the next FCC submittal, es well as give Sylvania some experience in assembly 
of this system. G2 will proceed with the logic board design revision. If 
Sylvania is agreeable, it is proposed that they revise the power supply board 
and submit the new design for approval by G2 and Mattel. To support this 
effort, Mattel will provide a more detailed list of problems with the present 
boards and, where appropriate, recommendations for their remedy. 

The following recommendation was not discussed in the meeting, but it is my 
proposal that the above mentioned power supply board revision be in accordance 
with the attached schematic unless Glen Dash has valid objections. The changes 
amount to moving the pi filters from the AC sides of the rectifiers to the de 
side of the energy storage capacitors .  This will provide better power supply 

design, better isolation and permit use of lower cost components if the filtering 
proves to be necessary. Of primary importance is the reduction of the number of 
inductors and the reduction of their required current rating by about a factor 

of 1O. 

KEYBOARD COMPONENT TECHNICAL SESSION II 

The session to continue definition of the architecture and circuitry for the 
Keyboard Component is scheduled to start January 15 in Hicksville. Those participating 

will be :  

Steve Maine - G I 
Duncan Harrower 

Glen Hightower - APH 

John Lishman - Mattel 

Dave Chandler, Chairman 

TAPE DRIVE 

The British tape drive was reviewed. It does provide the appropriate functions 
and appears to be sufficiently simple that cost and manufacturability should be 
good. It is larger than was expected, but its configuration is such that 

it may fit into the housing with better space efficiency than expected. The 
next step is for Mattel to determine the impact, if any, of designing this 

drive into the housing and make a decision relative to its use.  

DISTRIBUTION: 

MATTEL: 

Ed Krakaue 
Jeff Rochlis 

Al Secora 
Cliff Perry 

John Lishman 
Howard Cohen 
Chi Wang 
Jim Kingsbury 
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GENERAL INSTRUMENTS: 

L .  Solomon 
Dick Norwood 
Ken Greenberg 

APH 

Glen Hightower 

SYLVANIA 

Rusk Smith 
John Robertson 
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TERMS AND CONDITIONS 
OF SALE AND PURCHASE 

AGREEMENT made as of the day of January, 

1 9 7 9 ,  by and between GENERAL INSTRUMENT CORPORATION, 

Microelectronics Division,  a  Delaware corporation, with a 

place of business at 6 0 0  West John Street, Hicksville ,  New York 

( " S e l l e r " )  and Mattel,  I n c . ,  Mattel Electronics Division,  a  

Delaware corporation, with a place of business at 5 1 5 0  Rosecrans 

Avenue, Hawthorne, California ( " B u y e r " ) .  

W  I  T  N  E  S  S  E  T H  :  

WHEREAS, Seller desires to manufacture and sell 

certain microelectrric euipent (the "Products" )  to Buyer and Buyer 

desires to purchase the Products from Seller;  

WHEREAS, Seller and Buyer desire to establish the terms 

and conditions o f  sale and purchase for the Products which shall 

supersede the standard terms and conditions set forth in their 

respective purchase order and order acknowledgement forms ;  

NOW, THEREFORE, in consideration of the premises and 

mutual covenants and agreements set forth herein,  the parties 

agree as follows :  

l .  Format:c of Contract.  Any term or condition of ( a )  

B u y e r ' s  order;  ( b )  releases pertaining thereto;  ( c )  S e l l e r ' s  

order acknowledgement; or (d )  any communication between Buyer 



2 .  

and seller which is in any way inconsistent with or in addition 

to the terms and conditions set forth herein shall be deemed to 

be null and void and shall not be binding on either party hereto, 

unless subsequently agreed to in writing in accordance with 

Paragraph 2 3  hereof. 

2 .  Products. (a)  The Products purchased hereunder shall 

be those set forth in Exhibit A attached hereto. The parties may 

( c )  Notwithstanding the foregoing provision, 

in the event Buyer shall give Seller a production release for the 

to by the parties hereto in writing and attached to this Agreement 

as Exhibit B .  In consideration of the importance and materiality 

of said specifications to this Agreement, if the parties shall be 

unable to agree upon said specifications, including inspection, 

testing and acceptance standards and procedures, by March l ,  1 9 7 9 ,  

or such later date as shall be agreed to by the parties in 
±so=aae= a sass=as» zz 'i. id.=s ane au e ±ea = 

be null and void. In such event, neither party shall have any 
liability to the other party, except as provided in Paragraphs 
l4 and ( c )  below, on account of their inability to agree upon said 
specifications or on account of this Agreement. 

(b) The Products 

I 
,. 

included in the Products 

with Paragraph 22 hereof. 
\  J  � - _ _,,,,, , ,  . ,  

---· shall be manufactured and 

in accordance with certain specifications to be agreed perform 

increase, decrease or modify the items 

at any time by a writing in accordance 
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·  to an agreement between the p a r t i e s  regarding P r od u c t s  prior 

s a i d  s p e c i f i c a t i o n s ,  Buyer shall be liable to S e l l e r  for a l l  c o s t s  

incurred by S e l l e r  in connection with such production release 

i f  the p a rt i e s  shall be unable to reach an agreement regarding 

s a i d  s p e c i f i c a t i o n s  or if such agreement r e s u l t s  in s p e c i f i c a t i o n s  

d i f f e r e n t  from those u t i l i z e d  to produce the a f o r e s a i d  P r o d u c t s .  

3 .  P r i c e s .  P r i c e s  for the Products s h a l l  be quoted by 

S e l l e r  from time to time and attached hereto as Exhibit C .  All 

such prices shall be F . O . B .  S e l l e r ' s  shipping plant and sha l l  not 

include any taxes or d uti e s,  now or hereafter enacted, applicable 
. ;  

to the items or to this transaction, all of which taxes and duties 

s h a l l  be B u y e r ' s  res p o n s i b i l i ty.  Such taxes and duties shall be 

added by Seller to the s ale s  pr i c e  h e r e u n d e r, where appropriate 

and paid by B uye r .  

4 .  Payment Terms. Terms of payment shall be net thirty 

( 3 0 )  days after date of invoice or date of d e l ive ry, whichever 

is l a t e r .  Se l l e r  shal l  have the right, at any t im e ,  to change 

the amount of credit or terms of payment or to withdraw credit, 

and to require partial or f u l l  payment in advance as a condition 

of making further shipments. If Seller delivers in installments, 

each installment sh a l l  be deemed to be a separate delivery for 

purposes of thi s  paragraph. Anything herein to the contrarv 

notwithstanding, if shipments shall be delayed at Buyer 's  request ,  

payment sh a l l  be due on the date Sel l er is prepared to make 

shipments. Goods held thereafter by Seller or carrier for Buyer 

sh a l l  be at B u y e r ' s  sole risk and expense. 
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5 .  Packing Transportation, Title and Risk of Loss .  

(a )  Seller,  shall at its own expense, box, crate, pack 

and package all the Products in acomrnercially reasonable manner, 

to secure lowest transportation costs and to comply with 

requirements of common carriers. Buyer 's  order numbers,  part 

numbers, quantities and symbols shall be marked on all invoices,  

packages, bills of lading, shipping orders and correspondence. 

Shipping memoranda or packing lists shall accompany each shipment 

of the Products. Bills  of lading or shipping receipts shall be 

sent to Buyer on date of shipment. 

(b) Seller shall select the least expensive mode of 

transportation and carrier consistent with the delivery require 

ments of Buyer, unless otherwise instructed by Buyer. 

( c )  Title and risk of loss or damage to the 

Products shall pass to Buyer when Seller delivers the 

Products into possession of a carrier for shipment to Buyer, the 

·carrier being deemed to be an agent for Buyer. 

6 .  Inspection, Testing, Acceptance and Rejection. 

(a )  The Products purchased hereunder shall be subject 

to inspection, test and acceptance by Buyer in accordance with 

the standards and procedures set forth in Exhibit B i n  the 

following manner. 

( 1 )  On-Site inspection and acceptance: 
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( i )  Buyer may, at its sole option ad 

expense, e s z z l i s h  and maintain on-site inspectors at the 

S e l l e r ' s  l a :  to expedite the Buyer's  inspection ad 

acceptance z i  the Products. Such on-site inspectcrs may 

be either er2yees of Buyer or designated agents therefor. 

( i i )  Acceptance of the Products by an on- ¥ 

site inspeczcr shall be deemed to be acceptance by Buyer. 

After such. acceptance S e l l e r ' s  liability,  if any, to Buyer 

shall be governed by Paragraph l0  hereof. In no event,  ( 

shall Buyer be entitled, after acceptance by an c-site 

inspector, zz withhold payment of any invoice or :art 

thereof fcr any reason whatsoever. 

interfere 

( i i i )  In no manner shall an on-site inspector 

delay or otherwise obstruct the operation 

of the S e l e ' s  facility.  Buyer shall indemnify and hold 

Seller ha-less from any liability caused by any such 

obstructiz..  

( 2 )  

other p o i :  

chase order 

zhe event Buyer shall not exercise tie option 

destination specified on the B u y e r ' s  pur 

shipment r ele a s e .  

set forth · -  ( a ) ( l )  above, the following shall a:-y:  

( i )  Buyer may inspect the Products at any 

reasonable z 2 a c e  and time,  including B u y e r ' s  p l a n :  or any 
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(ii)  If Buyer shall designate an agent to perform 

such inspection and acceptance, the Products shall be deemed 

to be accepted by Buyer upon acceptance by such agent. 

( i i i ) .  I f ,  within thirty ( 3 0 )  days of the receipt 

of a shipment, Seller shall not receive written notification 

of non-conformity from either Buyer or its agent, said ship 

ment shall be deemed to be accepted. 

(b)  Within thirty ( 3 0 )  days of receipt of a shipment, 

Buyer or its agent shall be entitled to reject any Products 

which have been tested by Buyer and do not meet the specifications 

set forth in Exhibit B .  The Products manufactured by Seller 

shall not exceed a l% Process Average rejection rate.  The 

term "Process Average" as used herein shall mean that the rejection 

rate of the Products based on the specifications set forth in 

Exhibit B shall not exceed l% of the entire quantity of each item 

or device of the Products shipped hereunder. Each item or device 

set forth in Exhibit A shall be independently measured from all 

other items or devices to determine whether such item or device 

meets the foregoing Process Average test .  

( c )  In the event Buyer or its agent shall reject any 

of the Products hereunder in accordance with Paragraph (b )  above, 

Seller shall be given prompt notice thereof and an opportunity 

to inspect at the inspection location of Buyer or its agent .  

(d )  Any Products rejected in accordance with Paragraph 

(b )  above and found to be non-conforming by Seller shall be repaired 

' 
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or replaced, at S e l l e r ' s  option. Seller may perform any minor 

repair work at the inspection location of Buyer or its agent. 

In no event shall Seller be liable to Buyer in any manner for 
such non-conforming Products except for said repair or r e p l a c e m e n t \  

thereof. 

(e )  Seller may impose a reinspection charge of not 

determined to meet the requirements of Exhibit B .  

-  .  

  

� ·  ,'. X 
•  «  

' ...  -., . 

« 

< 

more than $ 0 . 2 5  per unit if the Products rejected by Buyer are 

7 .  Delivery. (a)  Seller shall use all reasonable efforts 

to ship the Products in substantial compliance with Buyer 's  orders 
and releases as acknowledged by Seller. 

(b)  In the event that Seller shall be in 
arrears of an acknowledged, scheduled shipment, which delay shall 

not be caused by an event described or intended by Paragraph 13 

hereof ,  by ninety ( 9 0 )  days or more prior to October 1 ,  1 9 7 9 ,  

Buyer may, at any time prior to the time Seller ships such quantity 

in arrears, cancel without cost the quantity then in arrears ,  or 
any portion thereof, upon written notice to Seller.  Buyer shall 

have no right of cancellation if Seller shall be in arrears by 
,,-c· 

less than ninety ( 9 0 )  days or after October l ,  1 9 7 9 ,  regardless 

-- of the extent of such arrears .  The cancellation privilege pro- 

vided herein shall be the Buyer's  sole and exclusive remedy with 

respect to any arrears of acknowledged and scheduled shipments 

hereunder. 
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8 .  Agency. (a)  Buyer may at any time and from time to 

t im e ,  upon written notice to Seller,  appoint agents for the 

performance of certain acts,  related to the Products, including, 

but not limited to,  inspection and acceptance, order and release 

for shipment, receipt of shipments, settlement of claims,  changes 

in the Products and specifications and the like.  

(b)  Notwithstanding the foregoing notice of 

appointment, Seller may rely on the advice and instructions of 

any such agent without regard as to whether such agent had authority, 
« 

) 

(c )  Buyer shall indemnify and hold Seller 

harmless from liability of any kind on account of any and all acts 

of any agent appointed by Buyer, whether or not such acts shall 

be within the scope of the agency. 

9 .  Second Source. In the event that Seller shall not be 

able to perform this Agreement as provided in Paragraph 13  hereof 

or the quantities of the Products specified on Buyer 's orders 

and releases thereof exceed S e l l e r ' s  capacity to manufacture and 

ship and Buyer requests in writing that Seller establish a second 

source of supply for the Products,  Seller shall use its best 

efforts to enter into an agreement with a subcontractor of its 

choice who shall manufacture the items and quantities of the 

Products specified by Seller .  Any such subcontractor shall be 

. --  -  

under the direction and control of Seller and shall not sell  the 

Products directly to Buyer .  

actual or apparent, to act in such manner on behalf of Buyer. 
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1 0 .  S e l l e r ' s  War-±ty. 

(a) Seller arrants to Buyer that the Products 

accepted by Buyer here:nder shall comply with the specifications 

set forth in Exhibit and under normal use shall be free from 

defects in materials and workmanship for a period of ninety 

( 9 0 )  days after the daze of shipment by Seller thereof. S e l l e r ' s  

liability under this warranty shall not extend to any other 

person or entity other than Buyer and shall be limited to the 

repair or replacement, at S e l l e r ' s  option, of any defective 

Products. Seller sha be liable for all shipping charges to the 

location designated b; it in connection with defective Products 

returned pursuant to z:is warranty. 

(b)  Seller shall have no liability under this warranty 

for :  

( i )  a  costs and expenses incurred to remove 

the Products from any installation; 

( i i )  an Products which have been altered,  

replaced, repaired or serviced by others without 

S e l l e r ' s  cc:sent; and 

( i i i )  defects  or failures to operate which are 

the result z i  mishandling, vandalism, negligence,  

r !  
e .  ' -  u t > !  

)  »  
•  4  . r  .    

If Seller shall determine that Products returned 

4  t  

(  c )  

abuse or mis:se of the Products. 

A  

I  

-  ,A.,'  i_;_! �� I 

. . r < .  l  

under this warranty a s :  

'  
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( i )  not defective,  S e l l e :z  may charge Buyer a 

minimum amount of $ 2 0 0 . 0 0  ze: return or $ l . 0  per 

unit of the Products, whichever is greater, to offset 

S e l l e r ' s  warranty inspectic costs ;  or 

( i i )  defective,  but zot within the score or term 

of S e l l e r ' s  warranty, S e l l e r  shall notify Buyer of 

S e l l e r ' s  charges to inspect the Products and determine 

the cause of the defects .  Seller shall not inspect 

such Products until Buyer ccsents in writing to pay 

such charges of Seller .  

THE FOREGOING WARRANTIES OF SELLER APE EXCLUSIVE AND ARE IN LIEU 

C5 ALL OTHER WARRANTIES, EXPRESS OR IM-LILD.  SELLER SPECIFICALLY 

DISCLAIMS THE IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FOR A 
-- -- 

PARTICULAR PURPOSE AND THE WARRANTY AGINST INFRINGEMENT, INCLUDING, 

S T  NOT LIMITED TO,  PATENTS, TRADEYKS AND COPYRIGHTS SPECIFIED 

N THE UIFORM COMERCIA CODE.  

1 1 .  Termination. 

( a )  

I  

#  

zhis Agreement upon prior written no:ice to the other party to 

such effect .  

( b ) ( l )  In the event Buyer sall terminate this 

Agreement, Seller shall be perzi:zed to ship and Buyer 

s h e l l  accept delivery c f :  

( i )  the finished ?rczs presently in S e l l e r ' s  

inventory not to exceed a g u an z i ;  equal to the scheduled 

shipments for sixty ( 6 0 )  days izeiiately after zhe 

effective  date of said terzia::zz; and 



( i i '  an additional quantity of the Fricts 

equal to tie number of Products which can be za:facture 

from the raw materials and goods in S e l l e r ' s  ra:factur:; 

process at the date of termination, which Pro:cs can is 

completed and shipped within ninety ( 9 0 )  days fer the 

effective date of said termination. 

( 2 )  I  lieu of ( b ) ( l ) ( i i )  above, Buyer za; elect 

in the teziation notice to Seller,  to pay tezzinaticr 

charges equal to all costs ,  direct or indirect:,  incurre 

and committed for all raw materials and goods : process 

at the date o f  termination. Buyer may, at its cztion a 

expense, request that all termination charges be verifiei 

by Arthur cng & Company, provided, however, z:at any 

informati disclosed by Seller to Arthur You; s Compar 

shall be deemed confidential and shall not be :sclosed z:  

Buyer under any circumstances. 

( 3 )  Further, upon termination in accordance with 

Paragraphs ( b ) ( l )  or ( 2 )  above, Seller shall be entitle 

reinvoice the Products previously shipped to effect  a ; = z =  

adjustment reflecting the difference, if any,  between 

price base on the quantity ordered and price based on 

quantity acz:ally shipped. 

1 2 .  Q u a : i i e s .  Any variation in quantities szipped c = :  

or under the a z i t i e s  ordered and released (not z exceed 5 =  



shall constizzs compliance with Buyer 's  order and r s . s a s s  and 

the nit price s.all continue to apply. All claims : c :  : - 5 t a = s  

shall  be made :r writing within thirty ( 3 0 )  days after:  zzs  iat= 

of receipt c s::zment. 

Seller shall not be liable  i z r  2.  

delay in per:--ace or for non-performance, in whcle i par 

caused by the cccurence of any contingency beyond t:e cczzzol 

of  either S e l l e :  or S e l l e r ' s  suppliers, including, b   

limited t o ,  ar (whether an actual declaration thereci is  made 

or n o t ) ,  sabzae, insurrection, riot or other act c f  

disobedience,  act of a public enemy, failure or delay : z an s   

portation, az c f  any government or any agency or sci:vision 

thereof a f f e z i  the terms of this Agreement or c:her:se, 

. a  ·  . ~.  ~ a.  e  as judicia. act:z, ± a o r  ispute, a c c i te n t ,  ire ,  e x; c s : c : ,  ± .c ;  

-  --- �  

 storm or other Act of God, shortage of labor, fue, z = : e r : = l s .  ,  _______ 

t o o l s ,  dies 

------ approval bv 
. .  

Federal Communications Commission. sch 

- ... - � - - - ------ - 

c equipment,technical or yield failure zr i s   
--- -- ----� 

delays shall excuse Seller from timely performance, ari Seller =  

time for periance shall be extended, for the per:c cf the 

delays and f r  a  reasonable period thereafter. 

occurs, S e l l e r  zay allocate production and deliver:es zz ar 

cr all of Seller's customers as Seller may determine,  : z l : i i ,  

without l i m : z = - i n ,  regular customers not then uncer czzract 

S e l l e r ' s  ( i - l i n g  S e l l e r ' s  subsidiaries and a f f : l : = - = s  cw: 

requirements - further manufacture or other u s e .  

/  



1 4 .  Proprietary Rights and Confide:±iality. 

(a )  All information, know-how, programming, soft-z= 

trademarks, trade secrets, plans, drawings, specifications ,  

designs and patterns furnished or created by Seller or by 

agents or contractors of Seller (other than Buyer) in conner::.: 

with the sale of the Products and any ad all property rig:z: 

embodied therein are and shall remain the sole property of S e l l e r  

and neither Buyer nor any other party shall have or acquire a: 

interest therein. 

(b)  Both parties recognize and acknowledge that a; 

confidential, secret or proprietary information, including 

matters set forth in Paragraph ( a )  above, ( "Information" )  

possessed by either one of them is a valuable business asset -   

such party and that disclosure of the Information would cause 

grave and irreparable injury to such party. Therefore, bot: 

parties shall at all times,  whether during the term of this 

Agreement or subsequent thereto, honor, maintain the protect z= 

confidentiality and secrecy of such of the Information as za; ze 

disclosed in connection with the performance of this Agrees::. 

The recipient of the Information shall not disclose at any z:e 

nor permit its  officers,  employees or agents to disclose a: z ;  

time (either during their respective ezployment by the rec:?:er  

or t h e r e a f t e r ) ,  nor appropriate or use on its own behalf or : 

the behalf of others any of the Information, without in eac: 



instance first obtaining the written consent of the owner of t:e 

Information. The parties shall not make any copies of any of 

the Information without prior written consent of the other party 

and shall take appropriate action to restrict access to the 

Information to those of its employees and agents who have an 

actual need for such access in the course of their duties. In 

the case of agents,  assemblers and subassemblers of Buyer or any 

third party to which Buyer,  with the consent of Seller ,  discloses 

the Information of Seller ,  Buyer shall obtain written agreements 

obligating such persons to honor and protect the confidentiality 

of such Information. The provisions of this Paragraph l4  shall 

survive the perfor:nance ,  termination or cancellation of this 

Agreement, and either party shall,  without limitation or any 

other remedies at law available to i t ,  be entitled to seek 

appropriate equitable or injunctive relief in respect of a breach 

of  this Paragraph without the necessity of proving damages.  

1 5 .  Tooling.  Seller shall retain title t o ,  possession 

o f ,  and the right to exclusive use o f ,  all masks ,  tapes ,  plots ,  
-  .  '  7 •  

_ 

drawings, fixtures,  patterns,'test programs, equipment, y 7  

, - -o o t h  .  <  
N .  •  •  

manufacturing aids and similar devices, made or obtained for the 

performance of this Agreement, without regard to whether a 

separate charge is  made for the same. 

,  

- + ,  

1 6 .  Validity .  The invalidity in whole or in part of an: 

term or condition c f  this Agreement shall nct affect the validity 

of the rest of t h i s  Agreement or any other zerm or condition zerein.  



1 5 .  

1 7 .  Waiver. The failure by either party to enforce at 

any time or for any period of time any of the provisions of this 

Agreement shall not constitute a waiver of such provisions or 

of the right to such party to enforce each and every provision.  

1 8 .  Governing Law. The validity, construction and per 

formance of this Agreement and the transactions to which it 

relates shall be governed by and construed under the laws of the 

State of New York. 

1 9 .  Limitation of S e l l e r ' s  Liability.  In no event shall 

Seller be liable to anyone for direct,  indirect,  special ,  

incidental,  contingent or consequential damages or expenses for :  

(a )  breach of any of the provisions of this Agreement, including,  

but not limited t o ,  the provisions regarding warranties ;  and (b )  

he purchase and use of the Products.  Such excluded damages an 

· -  expenses shall i n c l u d e ,  without limitation,  costs or removal and 

installation of  the Products,  loss of goodwill ,  loss of profits 

or loss of use .  Further, Seller shall not be liable to Buyer for 

any amount in excess of the sums received hereunder for the sale 

of the Products to Buyer. 

2 0 .  Notices .  All notices or communications required by 

this Agreement (other than purchase orders and acknowledgements) 

or desired to be given hereunder,  shall be in writing addressed 

as follows and given by certified or registered m a i l ,  return 

receipt requested, or by telex and shall be deemed to be given 

when received: 
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If to Seller,  to 

Gee:al Instrument Corporation, 
Microelectronics Division 
6 0 C  West Jch Street 
H i c k s v i l l e ,  New York l 1 8 0 2  
A t t :  R.  Norwood 

and, with respect zc any notice of default or termination, to 

Ge:eral Instrument Corporation 
1 7 7 5  Broadway 
Ne York,  New York 1 0 0 1 9  
Attn:  Legal Department 

and, if to Buyer,  to 

' Mattel,  Inc .  
'Mattel Electronics Division 
5 . 5  Rosecrans Avenue 
Hawthorne, California 
A:tr: 

9 0 2 5 0  

2 l .  A s s i g n z e z .  This Agreement is binding upon and inures 

to the benefit of zhe parties hereto and the successors and 

assigns of the entire business and goodwill of either Seller or 

Buyer or that part of the business of either used in the 

performance of t:is Agreement, but shall not be otherwise 

assignable.  Nothing in this Agreement shall inure to the benefit 

of or be deemed zc give rise  to any rights in any third party ,  

whether by o p e r a : c  of law or otherwise.  

2 2 .  Mercer .  his  Agreement, including a l l  exhibits ,  and 

the acknowledge c r i e r s  c  yer with respect to quantities  of 
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the Products, shall constitute the final,  complete and exclusive 

written expressions of all  terms of the sale and purchase of the 

Products and related matters. This writing shall supersede all 

previous communications, representations, agreements, promises 

or statements either oral or written, with respect to such trans 

actions and no communications, representations, agreements, 

promises or statements of any kind made by Seller or a representative 

of Seller,  which are not herein stated, shall be binding on Seller.  

No addition to or modification of any printed provision of this 

Agreement shall be binding upon Seller unless made in writing and 

signed by an officer of the party to be charged. 

IN WITNESS WHEREOF, the parties hereto have caused this 

Agreement to be signed by their respective duly authorized officers 

as of the date and year first above written. 

Mattel,  I n c .  
Mattel Electronics Division 

By _ 

General Instrument Corporation 
Microelectronics Division 

By _ 

Edgar A .  Sack-Senior Vice President 
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ATTACHMENT 

1. Mattel requires formal price confirmation and a detailed description 
of the entire microprocessor complement ( " c h i p s e t " ) ,  including the 
2OK cartridge ROM. There appears to be a conflict in quotations to 
date .  

2 .  The Average Quality Level (AQL) of the microprocessor 's  or chipset 
must be determined in order for Magnavox to confirm an AQL to 
Mattel .  If the combined AQL to Mattel exceeds 2%, what are the 
incremental costs to meet the 2% level?  

3 .  The testing method to be used by Mattel and Magnavox, presently 
desczibed as a ' t e s t  ROM cartridge ! ' ,  must be defined.  This test 
method is intended to be used for incoming sampling of the chipset 
and for outgoing.sampling of the assembled console.  Additionally, 
an independent evaluation by General Instrument of  the t e s t  results 
obtainable via use o f  this testing method (relative to percent of 
possible defects tested) is desired.  

4 .  In conjunction with the definition of  the test  ROM cartridge ;  the 
c o s t s ,  responsibility for programming and ROM production schedule,  
quantity, alternatives to this method (if  any) duration of test  and 
associated assembly c o s t s ,  and approval rights by Ma t t e l  must be de 
tailed ,  Any associated costs  or requirements ( e . g .  test  fixtures) 
should be identified and detailed (at General Instrument and 
Magnavox). 

5 .  Wi11 the microprocessor 's  be delivered and tested as single chips 
or a chipset?  I f  delivered as a chipset,  will  delivery be in "Kit" 
form? 

6 .  If a microprocessor or chipset lot is rejected during incoming in 
spection,  what is the plan to support production during sorting or 
retesting?  

7 .  According to industry sources ,  the failure rate of microprocessors 
during the first 48 hours of  operation exceeds 1O/. Is General 
Instrument going to "burn-in" (expose to operating temperatures 
and conditions) the microprocessor 's  or chipset for 48 hours?  If 
yes ,  does this incur incremental c o s t s ?  If no, does General 
Instrument refute the need, offer an alternative ,  or propose a 
special warranty? 

8 .  Is General Instrument designing the console circuit boards to the 
perimeter measurements provided by Dr .  Chandler? Does General 
Instrument understand that variations are totally unacceptable to 
Mattel ,  causing the tooling schedule to begin anew?  What is 
status of design ?  Is there a cost to Ma t t e l  (and how much,  if  any) 
for design,  artwork, masks,  samples,  prototypes ,  testing ,  e t c ?  

-  1  -  



ATTACHMENT 

9. The console circuit board design is required by February 6 ,  1978 
to avoid effecting the schedule for FCC approval. Will  this date 
be met? If not,  when will the design be completed? 

10. There appears to a consensus among the companies that some amount 
(2,000 to 1 0 , 0 0 0 )  of  the first consoles should use sockets in lieu 
of hard soldering for microprocessor placement. This action is to 
enable rework of the console chipset,  if  necessary. Mattel desires 
an opinion as to need and quantity and a clear detailing of costs 
and alternatives available in best and worse c a s e s .  

11.  Per question three, Mattel must have a detailed test  specification 
for the test  ROM cartridge and a reject-accept criteria submitted 
for our approval for both the test ROM i t s e l f  and for the function 

- it is to perform. Will General Instrument do this specification? 
Is there an associated c o s t ?  

12.  General Instrument had commited to supplying five stuffed ,  not 
necessarily functional, PC Boards in Las Vegas .  Mattel has not 
received these and needs them for internal work. Additionally, 
Mattel needs 24 functional sample boards (with as many chips as 
available) by March 1 5 ,  1 9 7 8 .  Will these be made by General 
Instrument, on time ,  at no charge? Will  General Instrument supply 
components for these boards immediately upon availability? 

13. Mattel needs a milestone or weekly goal chart for the chipset in 
order to follow progress ,  along with weekly status reports.  Right 
now, we need confirmation of the chipset schedule (last reports 
were contradictory ,  previous report was first iteration s t i l l  
scheduled for mid-March). 

14. Mattel needs detailed projections of General Instrument's date to 
start production of the chipsets and of weekly and total quantities .  
We must have a schedule showing General Instrument 's production 
plans, including production learning curve and historical efficiency •  
This schedule should apply to Mattel product only, but upside capa 
city availability is desired a l s o .  The present schedule is for 2 , 0 0 0  
units to be produced in June (unless FCC approval is delayed) and 
5,000 per week beginning in late July. 

15.  Will General Instrument sell  a  small quantity of chipsets to Mattel 
at the going volume price for Ma t t e l ' s  warranty program (in-house 
repair) for a period of five years' 

- 2 - 
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16 .  The status of contracts and orders is confused. The original 
agreement at Magnavox was to be a Mattel order to Magnavox and a 
Magnavox Order/Contract to General Instrument. General Instrument 
later chose to change this agreement, but General Instrument has not 
indicated what they want.  Please state General Instrument's  position 
on orders, contracts,  c o s t s ,  procedure, responsibilities,  e t c .  

1 7 .  The parts list  for the console must be resolved. When will it be 
final? 

1 8 .  Why are commissions to external reps being paid when Mattel does not 
receive any direct or indirect benefits?  

1 9 . .  The FCC Consultant (Glen Dash) has not been in contact with Mattel.  
At last meeting, General Instrument desired to contract with him and 
asked Mattel to wait.  Later, he was to contact Mattel and submit a 
proposal. 

Some immediate questions include whether he will assemble and/or 
coo nate the first-shot submission units,  associated c o s t s ,  the 
car' i dge  requirements, FCC fees ,  whether UL approval is required 
b e f o r e  FCC submission, and the schedule parameters. Additionally, 
Ma t t e l  wants his written confirmation that the design appears to 
be sound. For example, is there room for shielding as required by 
the FCC per Ma t t e l ' s  housing layout drawing. 

20.  Will General Instrument design the PC Board for the cartridge. 
What are associated c o s t s ,  if any, and schedule milestone require 
ments 

- 3  



CONTRACT CONTENTS 

1 .  Formation of Contract 

2 .  Products 

A .  L i s t  of Products in Exhibit A 

B .  Product Specs  in Exhibit B 

C .  P . P . ' s  Preceeding signed agreement 

3 .  Prices -  Shown in Exhibit C 

4 .  Payment Terms 

5 .  Packing,  Transportation,  Title  &  Risk of L o s s  

A .  Packing 

B .  Transportation 

C .  Title  &  Risk of Loss  

6 .  Inspection ,  T e s t i n g .  Acceptance & Rejection 

A .  Inspection & Test  

1 .  On S i t e  Inspection and Acceptance 

i .  On Site Inspectors 

i i .  Acceptance of Products 

i i i .  On Site Operation - No Delay to Production 

2 .  Inspection At Other Than Sellers  Plant 

i .  Place of Inspection 

i i .  Agents Other Than Buyer 

i i i .  Time Limit On Acceptance 

B .  Rejection Criteria - Process Average 

C .  Rejection Notification 

D .  Repair/Replacement of Rejected Units 

E .  Charge for Retesting 
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7 .  Delivery 

A .  Schedule 

B .  Buyers Recourse 

8 .  Agency 

A .  Buyer Appointment of Agents 

B .  Agents Authority 

C .  Seller Not Responsible for Agents 

9 .  Second Source 

1 0 .  S e l l e r ' s  Warranty 

A .  Period & Specification 

B .  Sellers  Exception from Warranty 

i .  Installation/Removal C o s t s  

i i .  Other Subcontractors 

i i i .  Defects Due To Mishandling 

C .  Incurred Cost  By Seller 

i .  Not Defective (No Failure Found) 

i i .  Defective But Out of Warranty 

1 1 .  Termination 

A .  Notification 

B .  Buyer Termination 

1 .  Shipment of Products 

i .  Schedule & Go Days 

i i .  Raw Material & Goods 90 Days 

2 .  Buyers Options for Termination 

1 2 .  Quantities 

1 3 .  Contingencies 

1 4 .  Proprietary Rights & Confidentiality 

1 5 .  Tooling 
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1 6 .  Validity 

1 7 .  Waiver 

1 8 .  Governing Law 

1 9 .  Limitations of  Sellers  Liability 

2 0 .  Notices  

21. Assignment 

2 2 .  Merger 

Exhibit A = L i s t  of  Products 

Exhibit B L i s t  of Specification 

Exhibit C L i s t  of Pricing 

Exhibit D = L i s t  of  Delivery Requirements (Schedule Per PN) 

Exhibit E = General Semiconductor Specification 
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( i )  Buyer may, at i t s  s o l e  o p t i o n  and e x p e n s e ,  

e s t a b l i s h  and  m a i n t a i n  o n - s i t e  i n s p e c t o r s  at the S e l l e r ' s  

p l a n t  to expedite the B u y e r ' s  i n s p e c t i o n  and acceptance of 

the Products .  Such o n - s i t e  inspectors  may be e i t h e r  employees 

of Buyer or designated agents therefor.  

( i i )  Acceptance of the Products by an o n - s i t e  

i n s p e c t o r  s h a l l  be deemed to be acceptance by Buyer. W i t h i n  

a  30 Day period after a c c e p t a n c e ,  Buyer s h a l l  be e n t i t l e d  to 

reject l o t  i f  system c o m p a t a b i l i t y  test f a i l  the s p e c i f i e d  

l e v e l s .  

( i i i )  O n - s i t e  i n s p e c t o r  s h a l l  not interfere w i t h ,  

d e l a y  or otherwise obstruct the operation  of the S e l l e r ' s  

f a c i l i t y .  However, inspector  may request production of Buyer 

product be c u r t a i l e d  i n  the event workmanship or q u a l i t y  do not 

conform to the requirements of E x h i b i t  E .  

( 2 )  In the event Buyer s h a l l  not exercise the option  set 

forth i n  ( a )  ( 1 )  above,  the f o l l o w i n g  s h a l l  a p p l y :  

( i )  Buyer may inspect the Products at any reasonable  

place  and time,  i n c l u d i n g  B u y e r ' s  p l a n t  or any other point 

of destination s p e c i f i e d  on the B u y e r ' s  purchase order or 

shipment release.  
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( i i )  I f  Buyer s h a l l  d e s i g n a t e  an agent to perform 

such i n s p e c t i o n  and acceptance ,  the Products s h a l l  be deemed 

to be accepted by Buyer upon acceptance by such  agent except 

as noted i n  Para .  6  ( 1 )  ( i i ) .  

( i i i )  I f ,  w i t h i n  s i x t y  ( 6 0 )  days of the receipt of 

a s h i p m e n t ,  S e l l e r  s h a l l  not receive written n o t i f i c a t i o n  of 

non-conformity from e i t h e r  Buyer or i t s  agent,  s a i d  s h i p m e n t  

s h a l l  be deemed to be accepted.  

( b )  W i t h i n  s i x t y  ( 6 0 )  days of receipt of a s h i p m e n t ,  Buyer 

or i t s  agent s h a l l  be e n t i t l e d  to reject any Products w h i c h  

have been tested by Buyer and do not meet the s p e c i f i c a t i o n s  

set forth i n  E x h i b i t  B .  The Buyer s h a l l  accept Product on 

a l o t  by l o t  b a s i s .  Acceptance c r i t e r i a  s h a l l  be per E x h i b i t  

B a n d  E .  Each item or device set forth i n  E x h i b i t  A  s h a l l  be 

independently measured from a l l  other items or devices  to 

determine whether such  item or device meets the foregoing 

Process Average Test.  A d d i t i o n a l l y ,  a  system test w i l l  be 

performed u s i n g  random s e l e c t i o n  of parts to an LTPD of i f  

e i t h e r  the i n d i v i d u a l  or system test f a i l ,  the l o t  s h a l l  be 

rejected. 

( c )  In the event Buyer or i t s  agent s h a l l  reject any of 

the Products hereunder i n  accordance with Paragraph ( b )  above,  

S e l l e r  s h a l l  be given  prompt notice thereof and an opportunity 

to inspect at the inspection  l o c a t i o n  of Buyer or i t s  agent.  

( d )  Any Products rejected i n  accordance with Paragraph 

( b )  above and found to be non-conforming by S e l l e r  s h a l l  be repaired 
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or replaced,  at S e l l e r ' s  option provided cr it i ca l  shortages do not 

ex i s t .  I f  Products are needed to susta in  production ,  the qu ickest  

method s h a l l  be used .  S e l l e r  may perform any minor repair work 

at the inspection l ocat ion  of Buyer or i t s  agent provided i t  does 

not interfere with  normal production a c t i v i t i e s .  In no event 

s h a l l  S e l l e r  be l i a b l e  to Buyer i n  any manner for such non-conforming 

Products except for s a i d  repair or replacement thereof. 

( e )  Product q u a l i f i c a t i o n  per Exh i b it  B a n d  E  may be performed 

i n i t i a l l y  and at various periods throughout the contract durat ion .  

In  the event that tests are f a i l e d ,  s u p p l i e r  s h a l l  take prompt action 

to identify fa i l ure  modes and implement corrective act ion .  Three 

successive fa i l ures  w i l l  constitute l a c k  of performance by the s u pp l i e r  

and the Buyer may terminate contract with no o b l i g at i o n .  

( f )  In the event that two ( 2 )  successive lots are fa i led  for the 

same reason, the s upp l i er  s ha l l  take prompt action to identify the 

fa i lure  modes and take appropriate corrective act ion .  F a i l u re  to do 

so w i l l  constitute l ack  of performance and the Buyer may terminate the 

contract with no ob l igat ion .  

7 .  Delivery. 

( a )  The Delivery requirements are set forth i n  Exh ib it  " D . "  Time i s  

of the essence. 

( b )  In the event that S e l l e r  s h a l l  be in  arrears of an acknowledged, 

scheduled shipment, which delay s h a l l  not be caused by an event described 

or intended by Paragraph 13 hereof, by Sixty (60)  days or more prior to 

September 1 ,  1979,  Buyer may, at any time prior to the time S e l l e r  sh ips  

such quantity i n  arrears, cancel without cost the quantity then i n  arrears, 

or any portion thereof, upon written notice to Se l 1er .  Buyer sha l l  have 
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no r ight  of cance l l at ion  i f  S e l l e r  s h a l l  be i n  arrears by l e s s  

than Sixty ( 60 )  days,  regardless of the extent of such arrears .  

The cance l l at i on  p r i v i l e ge  provided herein s h a l l  be the Buyer ' s  

sole and exc lus ive  remedy with  respect to any arrears of acknowledged 

and schedu led  shipments hereunder. 

8 .  Agency. ( a )  Buyer may at any time and from time to t ime ,  upon 

written notice to S e l l e r ,  appoint  agents for the performance of certain 

a cts ,  related to the Products ,  i n c l u d i n g ,  but not l i m i t e d  to ,  i n spect ion  

and acceptance,  order and re lease  for sh ipment ,  receipt of sh ipments ,  

settlement of c l a i m s ,  changes i n  the Products and spec if icat ions  and 

the l i k e .  

( b )  Notwithstanding the foregoing notice of appointment ,  once 

Buyer confirms such agents authority i n  wr i t i n g ,  S e l l e r  may rely on the 

advice and instructions  of any such agent w i t h i n  the scope of such agents 

authority. 

( c )  Buyer s h a l l  indemnify and ho ld  S e l l e r  harmless from l i a b i l i t y  

of any k ind  on account of any and a l l  acts of any agent appointed by 

Buyer, whether or not such acts s h a l l  be within  the scope of the agency. 

9 .  Second Source. In  the event that S e l l e r  s h a l l  not be ab le  to perform 

th is  Agreement as provided i n  Paragraph 13 hereof or the quan it ites  of 

the Products specified on Buyer 's  orders and releases thereof exceed 

S e l l e r ' s  capacity to manufacture and s h i p  and Buyer requests i n  wr it ing  

that S e l l e r  estab l i sh  a  second source of supply for the Products, S e l l er  

s ha l l  use its best efforts to enter into an agreement with a subcontractor 

selected by Buyer who sha l l  manufacture the items and quantities of the 

Products specified by Se l l er .  A l l  design data, process data, and test 

procedures w i l l  be made ava i lab le  to the selected subcontractor. Add it iona l ly ,  

process and product engineering support w i l l  be made ava i lab le  as required 



TERMS AND CONDITIONS 
OF SALE AND PURCHASE 

AGREEMENT made as of the day of January, 

1 9 7 9 ,  by and between GENERAL INSTRUMENT CORPORATION, 

Microelectronics Division, a Delaware corporation, with a 

place of business at 600 West John Street, Hicksville, New York 

("Seller") and Mattel,Inc.,  Mattel Electronics Division, a 2 r v s r o  of 
I\ 

/flalel Inc. a,Delaware corporation, with a place of business at 5150  Rosecrans 
+  l 

Avenue, Hawthorne, California ( "Buyer" ) .  

W  I T N  E S S E  T H  :  

- - - - - - - - - -  

WHEREAS, Seller desires to manufacture and sell 

certain microelectronic eguimnent (the "Products") to Buyer and Buyer 

desires to purchase the Products from Seller ;  

WHEREAS, Seller and Buyer desire to establish the terms 

and conditions of sale and purchase for the Products which shall 

supersede the standard terms and conditions set forth in their 

respective purchase order and order acknowledgement forms; 

NOW, THEREFORE, in consideration of the premises and 

mutual covenants and agreements set forth herein, the parties 

agree as follows: 

l .  Formation of Contract. Any term or condition of ( a )  

Buyer's order; (b)  releases pertaining thereto; (c )  Seller 's  

order acknowledgement; or (d) any communication between Buyer 
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2 .  

and Seller which is in any way inconsistent with or in addition 

to the terms and conditions set forth herein shall be deemed to 

be null and void and shall not be binding on either party hereto, 

unless subsequently agreed to in writing in accordance with 

Paragraph23 hereof. NoTE: 42AG2A0/ 23 Does T XS7. 

2 .  Products. (a) The Products purchased hereunder shall 

be those set forth in Exhibit A attached hereto. The parties may 
increase, decrease or modify the items included in the Products 
at any time by a writing in accordance with Paragraph�· 

(b) The Products shall be manufactured and,shall 
in accordance with certain specifications 4"{~sh%as 

to by the parties hereto in writing and attached to this Agreement 
as Exhibit B .  In  consideration of the importance and materiality 
of said specifications to this Agreement, if the parties shall be 
unable to agree upon said specifications, including inspection, 

3 testing and acceptance standards and procedures, by March-l, 1 9 7 9 ,  
or such later date as shall be agreed to by the parties in 

e 

accordance with Paragrap22/ ~his Agreement shall be deemed to 

be null and void. In such event, neither party shall have any 

liability to the other party, except as provided in Paragraphs 

l4 and (c )  below, on account of their inability to agree upon said 

specifications or on account of this Agreement. 

(c )  Notwithstanding the foregoing provision, 

in the event Buyer shall give Seller a production release for the 

perform 



3 .  

Products prior to an agreement between the parties regarding 

Se(ueo 
said specifications, Duyer shall be liable teSeller for all costs 

incurred by Seller in connection with such production release 

7 THE tdET T/AT PARS PeopacD D OT e»IDE 0±9ED Sr.. 
i f- the  p arti e s- s h al l- be  unable t o re a c h a n  agreement regarding 
seem1oCE. 

said specificatiens or i f- s uch  agreement-results in specifieations 

different fr em th ose  ut il i z ed- to  produce the aforesaid Products, 

Is zcZ2er 
plant and shall not 

Products shall be quoted by 
MEut 

1 

3 .  Prices. Prices for the 
70 zocloz hue 

Seller from time to ime and a 
f Wece fr Tv Ex~so po d  

such prices shall be F . 0 . B .  Seller's shipping 

include any taxes or duties, now or hereafter enacted, applicable 

to the items or to this transaction, all of which taxes and duties 

shall be Buyer's responsibility. Such taxes and duties shall be 

added by Seller to the sales price hereunder, where appropriate 

and paid by Buyer. 

4 .  Payment Terms. Terms of payment shall be net thirty 

( 3 0 )  days after date of invoice or date of delivery, whichever 

is later. Seller shall± have the right, et eny tie; to change 

the amount ef eredit e2° teIs of payment Or te withdraw eredit 

an d -to  require p art i a l o r f u l l p e men t in ad v a ce  as a°condition 

of making further shipments. If Seller delivers in installments, 

each installment shall be deemed to be a separate delivery for 
Lhg9_@@lg4ague.f 

purposes of this paragraph¥ Ay i n g  herein to the contrary 

notwithstanding, if shipments shall be delayed at Buyer's  request, 
.. 2320A; APE&/ 

payment shall be due on,the da~~'seller is prepared to make 

shipments. Goods held thereafter by Seller or carrier for Buyer 

shall be at Buyer's sole risl and expense. 
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5 .  Packing, Transportation, Title and Risk pf Loss.  

(a) Seller, shall at its own expense, box, crate, pack 

and package all the Products in acommercially reasonable manner, 

to secure lowest transportation costs and ±comply with, a l l  

requirements of common carriers. Buyer's order numbers, part 

numbers, quantities and symbols shall be marked on all invoices, 

packages, bills of lading, shipping orders and correspondence. 

Shipping memoranda or packing lists shall accompany each shipment 

of the Products. Bills of lading or shipping receipts shall be 

sent to Buyer on date of shipment. 

(b) Seller shall select the least expensive mode of 

transportation and carrier consistent with the delivery require 

ments of Buyer, unless otherwise instructed by Buyer. 

(c) Title and risk of loss or damage to the 
Ts AeE Deuce Te To /E &See 

Products shall pass to Buyer when Seller delivers the 

Products int o- p o s s e s s i on- o f  a carrier for.shipment  t o Buye r  the 

carrier being deemed t o be  an  agent for Buyer 

6 .  Inspection, Testing, Acceptance and Rejection. 

(a)  The Products purchased hereunder shall be subject 

to inspection, test and acceptance by Buyer in accordance with 

the standards and procedures set forth in Exhibit B in the 

following manner. A D  E  

(l )  On-Site inspection and acceptance: 
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(i) Buyer may, at its sole option and. 

expense, establish and maintain on-site inspectors at the 

Seller's plant to expedite the Buyer's inspection and 

acceptance of the Products. Such on-site inspectors may 

be either employees of Buyer or designated agents therefor. 

(ii) Acceptance of the Products by an on 

site inspector shall be deemed to be acceptance by Buyer. 

After suchacceptance Seller's liabilityr if any ;  to Buyer' 

iTH A 30 DA 9  eeop A ~he  A~CepTA<£, B ye  SHALL BF 
shallbe g overne d by P ar agr aph 1 0- h e r eo f .  I n n o- e v e n t ;  

snrun rossT lo 1£ Sys72 2wA547 
shall-Burezr-be entitled af t er- acc e p tan c e- br an < n = s i te  4  

7s7 FAIL 7le &clap Lg4s 
inspetorr to- w i thho l d- p ayme nt of an rr  i n v o i c e a r pa rt  

thereof-for any- r e as o n  whatsoever. 

(iii)  I r e  manner shall an on-site inspector SH+ee 

Titerfere with» delay or otherwise obstruct the operation 
Hou- speelv tty BE ydsr 

of the Seller's  f a c i l i t y .= Buy e r s h a ± l z d em i f y an d h o l d  

Peppac7z0 u1 Bose_Peep 6= (aeTolco Lu Tl 
Se l l e r ' a r m les s- f rom- any  l i ab i l ity ~ u s e d- bv- an y  suei 

at.,{"asp o hr Dor he re 7= 

becss ch ESi E 
( 2 )  In the event Buyer shall not exercise the option 

set forth in ( a ) ( l )  above, the following shall apply: 

(i )  Buyer may inspect the Products at any 

reasonable place and time, including Buyer's  plant or any 

other point of destination specified on the Buyer's pur 

chase order or shipment release. 
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(ii) If Buyer shall designate an agent to perform 

such inspection and acceptance, the Products shall be deemed 

to be accepted by Buyer upon acceptance by such agent£xCcEpT 
A S  0TE; L PA~a. % d6) (it) 

i i i ) .  I£, within Kt. 5sj days of the receipt 

of a shipment, Seller shall not receive written notification 

of non-conformity from either Buyer or its agent, said ship 

ment shall be deemed to be accepted. 
SI7y 6o 

(b) Within thirty (30) days of receipt of a shipment, 

Buyer or its agent shall be entitled to reject any Products 

which have been tested by Buyer and do not meet the specifications 
wI 

set forth in Exhibit B . /  The Pro d u ct s- m anufac tur e d -by -S e l l er  

The  TulE Eu Ve 

Acc=p7AC 
the rejection 

fcrti ir 

Q2TE2/A S/4¢ Pc EX4ET& A O  E .  

e t e of  th e P ro du ct s b a se d on  the specifications set 

shallot exceed a l @ Pr o c e s s  Average z e j eet i on at e .  

.5.455,%.45.$ .4.517_.£1.5 

E xh ib i t 2 s h all n ot- e x c e ed  l of th e e n t i r e  qu anti t y of e a eh- i t em  

or device o f the  Products shipped hereunder. Each item or device 

set forth in Exhibit A shall be independently measured from all 

other items or devices to determine whether such item or device 

D D -  l  t,  A  S  =  

meets the foregoing Process Average test, A lo&A ' Si¢ 

TE gee, fez+e.g.£.£4s 56%5sf z, 2,:7ze 
Tr~N 7T( '{'~ '~e ev~i~ 'er r its agent shall reject an? 

of the Products hereunder in accordance with Paragraph (b) above, 

Seller shall be given prompt notice thereof and an opportunity 

to inspect at the inspection location of Buyer or its agent. 

(d) Any Products rejected in accordance with Paragraph 

(b)  above and found tobe non-conforming by Seller shall be repaired 



7 .  

or replaced, at 
oo (enc+L S4hiss D, sir Eve. 15,@MES5,/2% 

Seller's option. Seller may perform any minor Eno Su 
S us€0, 

repair work at the inspection location of Buyer or its agent/on 
Z7 DES AoT JorefseE ru Metoc Peal»lo ACT1c5, 

In no event shall Seller be liable to Buyer in any manner for 

In the event that Seller shall be in (b) 

().J  

of an acknowledged, scheduled shipment, which delay shall 

not be caused by an event described or intended by Paragraph 13 

here±, s» RK%, 5% says er more, s=±a e%%~., 1s7, 

Buyer may, at any time prior to the time Seller ships such quantity 

in arrears ,  cancel without cost the quantity then in arrears, or 

any portion thereof, upon written notice to Seller. Buyer shall 

have no right of cancellation if Seller shall be in arrears by 

less than a., 5~j ays,e= after s o b e r  AT, regardless 

of the extent of such arrears. The cancellation privilege pro 

vided herein shall be the Buyer's sole and exclusive remedy with 

respect to any arrears of acknowledged and scheduled shipments 

hereunder. 

such non-conforming Products except for said repair or replacement 

thereof. (&) Rap¢T auucruo e car E A b e_ A v ±  rekieeD E Jr7Aud 
KO pT VAR0us er~os Tu&Ac Tl= (veAgr +er s  OaeA770k, I, Te eeT 
TT Ts7s A2e +au~so, Spi Ssue Tai~ ea P iv re EDsi, foda +2DE5 

O 7NM n. 
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8 .  AgenaY· (a) Buyer may at any time and from time to 

time, upon written notice to Seller, appoint agents for the 

performance of certain acts, related to the Products, including, 

but not limited to, inspection and acceptance, order and release 

for shipment, receipt of shipments, settlement of claims, changes 

in the Products and specifications andthe like. 

(b) Notwithstanding the foregoing notice of 
d€&qee_ Coo~rems SacH A6€TA T r tel0NL 

appointmen ie. er may r e. .f  if  te  a "v i c e  an insictins of 
LO TH a  Tc Se of Sct AG&us Aa Tl4er 

any such agent without ragar- as to  whether s u ch- ag e n t- h ad -auth orit y ,  

a et u a l- or- appar ent +r t o act- in  s uch- mann er  on- be h a lf -o f  Buyer. 

(c) Buyer shall indemnify and hold Seller 

harmless from liability of any kind on account of any and all acts 
un l e s s  aRe st 

of any agent appointed by Buyer, whether or not,such acts,shall 

be within the scope of the agency. 

9 .  Second Source. In the event that Seller shall not be 

able to perform this Agreement as provided in Paragraph 13 hereof 

or the quantities of the Products specified on Buyer 's  orders 

and releases thereof exceed Seller's  capacity to manufacture and 

ship and Buyer requests in writing that Seller establish a second 

source of supply for the Products, Seller shall use its best 
Pptoved 

Sc l i p  B  Guys 
efforts to enter into an agreement with a subcontractor of i t s  

cboiee who shall manufacture the items and quantities of the 
A4+ D=sub , edsss 2wr3, AD Tie7 

Products specified by Seller. An y- s uch  subcontractor-shall be 

Pe2csous lonuc E= nee <ocg8L± 72 Tl= Stare [scene 
und e r -the  direction-and control c f- S e l l e r- a n d  sh~llnet s e l l -b±r e  

noug'z__ fggss g» heeoon &seas_Jknz 
Products di t i y  to a ure r  n  

td2cc be 1DE r4cud Is BelaeeD Te pen A 

77a±l Mor aooe il hen le fee # pechave , rercenet 

dice~, fen he sec sece,+ i d  pt«a. 
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10. Seller's Warranty. 

(a) Seller warrants to Buyer that the Products 

Seller's 

accepted by Buyer hereunder shall comply with the specifications 
((Re065) s 7 APL¢+T7Io 

set forth in Exhibit@and under norma :r@if-4g 

bE WA0Des~- Gr6 
of ninetF defects in materials and workmanship for a period 

(4) 2es 
490)days after the date of shipment by Seller thereof. 

liability under this warranty shall not extend t 

person or entity other than Bu 

repair or replacement, at Seller's option, of any defective 

Products. Seller shall be liable for all shipping charges to the 

location designated by it in connection with defective Products 

returned pursuant to this warranty. 

(b) Seller shall have no liability under this warranty 

for: 

( i )  any costs and expenses incurred to remove 

the Products from any installation@less 7 fR2cs 
A o±  Casso ~y I=kr Anal D de4fa .lap 

(ii )  any Products which have been altered, 
7u TM 

replaced, repaired or serviced by others without 

$ Sa@seizes AD 4er. 
Seller's consentr and 

(iii )  defects or failures to operate which are 

the result of mishandling, vandalism, negligence, 

a b u s e: z r: m i s s e s f ± h e 2 ro d t s  

- ( c )  If Seller shall-determine that-Produets returned 

under this wararrty are: 



THE FOREGOING WARRANTIES OF SELLER ARE EXCLUSIVE AND ARE IN LIEU 

' 
OF ALL OTHER WARRANTIES, EXPRESS OR IMPLIED. SELLER SPECIFICALLY 

<nssS F 0 £ 4  
DISCLAIMS THE IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FR A 

&Tee TH LUTE L S / o  
PARTICULAR PU D THE 'Y AGAINST INFRINGEMENT, INCLUDING, 

BUT NOT LIMITED TO, PATENTS, TRADEMARKS AND COPYRIGHTS SPECIFIED 

IN THE UNIFORM COMMERCIAL CODE. 

ll.  Termination. 
(a )  Either party shall have the right to terminate 

this Agreement� written notice to the other party to 
such effect. 

( b ) ( l )  In the event Buyer shall terminate this 
Agreement, Seller shall be permitted to ship and Buyer 
shall accept delivery of:  

(i )  the finished Products presently in Seller 's  
inventory not to exceed a quantity equal to the scheduled 

7Hmery (o) shipments for s ixty 4 6 0 )  days immediately after the 
effective date of said termination; and 



11. 

(ii) an additional quantity of the Products 

equal to the number of Products which can be manufactured 
wA res CuRg»Tuy t! 

from the raw.ma±eris±s. and geeds in Seller's manufacturing 

process at the date of termination, which Products can be 

completed and shipped within ~'K%, %j aays after the 

effective date of said termination. 

(2)  In lieu of ( b ) ( l ) ( i i )  above, Buyer may elect 

in the termination notice to Seller, to pay termination 

charges equal to all costs, direct or indirect, incurred 

and committed for all raw materials and goods in process 

at the date of termination. Buyer may, at its option and 

expense, request that all termination charges be verified 
A S  i s s so  Ea Tl &e4,/5n2 

by Arthur Young & Company, providedr however, that any 

information disclosed by Seller to Arthur Young s Company . 
go&udER See tl  nae ~l do«nett 

shall be deemed confidential an d- s h a l l o t  be  disclosed to 

reeve +es odhes av@ladle +s &V~&;as ell a4 wen; ppees,doc»eat, 0. 

Buyer under any circumstances, ,4, ' ; 4 R  
rtpoe4, Ad Sammet 4pple h he . s h  

by 4e 4Fuse. 

termination : acc 

to 

«"= 
12.  Quantities. Any variation in quantities shipped over 

or unde the quantities ordered and released (not to exceed 5 3 )  



12. 

shall constitute compliance with Buyer's order and release and 

the unit price shall continue to apply. A L ± cl aims  for Shortages 

shall be made in wr i ting -w ith in- thirt y  (30) days after the date 

ef re c eipt- o f- s h i pm ent  

13. Contingencies. Seller shall not be liable for any 

delay in performance or for nonperformance, in whole or in part, 

caused by the occurence of any contingency beyond the control 

of either Seller or Seller's suppliers, including, but not 

limited to, war (whether an actual declaration thereof is made 

or not) ,  sabotage, insurrection, riot or other act of civil 

disobedience, act of a public enemy, failure cr=dais? in trans 

portation, act of any government or any agency or subdivision 

thereof affecting the terms of this Agreement or otherwise, 
nan-local lb»e dsp# 

judicial action,, labor disphe,  accident, fire, explosion, flood, 
storm or other Act of God, s h or t a g e u f  l ia r , f e i ,  raw=meter±s, 

tools, di s  oz emripmet t i  ieule =y i e l d f e i e  or dis 
approval by the Federal Communications Commission. Any such 
delays shall excuse Seller from timely performance, and Seller 's  
time for performance shall be extended, for the period of the 

evdg Seeuee m«es a y !  'e@a«at er6ct.t,':('$.1 =stare 
d  sch to us· l delays and for a reasonable period thereafter. any eentengeney 

occurs, seller may allocate production and deliveries among any 
v�TI..Y (,lAJ{)(m- �T� ��. j-/ ()(,/.)�V�/L e� f/6✓-L.- HAI',; I IT ei t:.J./r 

ar all of Seller's customersas5ei .± =a cr e mi e r  zncIIig, 

6f 0e»sat- oru AN o) Tl. hoe7772cs (s7 1 4g oTTsce 

A 
Seller's i n c l u d i n g. S e l l e r ' s  subsidiaries and affiliates) CI 

requirements- for-further manufacture o r- o th er -u s e  

~uY& mop , a l  its ogtto, cacel  hrs cool&act fe ran-peefenonce dghe af1le 
8m l4 - u s  (s) f cir., predochi« rech he ssea hr st ade r e a m « '' ° ,  
~$, k case.eve& rc+ts ah et «his cte«d Fe ds «oeie ous' 

· r s  . . d •  4nu s(vs)-do (ski. prvdoctw oleeehen Coo{° 
l-. a, thuua» ete ma'eue 
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"  .ro"«he re& 

] Add g u ,t,:.. - d . 
14. Proprietary Rights and confidentiality. @zo' « meta° 

(a) All information, know-how, programing, software, 

trademarks, trade secrets, plans, drawings, specifications, 

designs and patterns furnished or created by Seller or by 

agents or contractors of Seller (other than Buyer) in connection 

with the sale of the Products and any and all property rights 

embodied therein are and shall remain the sole property of Seller 

and neither Buyer nor any other party shall have or acquire any 

interest therein. 7.,£.5f.4_'e==uN es ? 
Ge2 Edel»eep a4 di 0 7 ~ .  

(b) Both parties recognize and acknowledge that any 

confidential, secret or proprietary information, including those 

matters set forth in Paragraph (a)  above, ("Information") 

possessed by either one of them is a valuable business asset of 

such party and that disclosure of the Information would cause 

grave and irreparable injury to such party. Therefore, both 

parties shall at all times, whether during the term of this 

Agreement or subsequent thereto, honor, maintain the protect the 

confidentiality and secrecy of such of the Information as may be 

disclosed in connection with the performance of this Agreement. 

The recipient of the Information shall not disclose at any time ,  

nor permit its officers, employees or agents to disclose at any 

time {either during their respective employment by the recipient 

or thereafter),  nor appropriate or use on its own behalf or on 

the behalf of others any of the Information, without in each 
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instance first obtaining the written consent of the owner of the 

Information. The parties shall of 
o or2e st S 

the Informa Dior wr: te other party 

and shall take appropriate action to restrict access to the 

Information to those of its employees and agents who have an 

actual need for such access in the course of their duties. In 
S<uuR ¢ 

the case of agents, assemblers and subassemblers of,Buyer or any 
e Seu @01¢ ·R 

third party to which Buyer, with the consent of Seller, discloses 
A 

4k ·he 4Ke oak, 
the Information of Sellen, Buyer shall obtain written agreements 

obligating such persons to honor and protect the confidentiality 

of such Information. The provisions of this Paragraph l4 shall 

survive the performance, termination or cancellation of this 

Agreement, and either party shall, without limitation or any 

other remedies at law available to it ,  be entitled to seek 

appropriate equitable or injunctive relief in respect of a breach 

of this Paragraph without the necessity of proving damages. 

1 5 .  Tooling. Seller shall retain title to,  possession 

of ,  and the right to exclusive use o f ,  all masks, tapes, plots ,  

drawings, fixtures, patterns, test programs, equipment, 

manufacturing aids and similar devices, made or obtained for the 
uotrss Rao G e_ E e  B Ee .  I0 Ti 

performance f this Agreement , w i ± h e }  TREE= 557 ,,/en u 
ET THATASce0 Suets is cueco ~ ·  cc  +ret 

separate char9 _j a d e  f o r- ti 9, 53  rue B± uoE A'arc+4_ 
59 elLuF", g ag & p  Togl,, a 6  

'  A's r s ,7  SEc0 Sod_ScT 0" .  
7  •  Validity. The invalidity in whole or in part of any 

term or condition of this Agreement shall not affect the validity 

of the rest of this Agreement or any other term or condition herein .  

po c«c l o g% of 4he Gleact, at  &ve? eed (pa.d fe) he»lea 
oitl be made avlalle ti gosd (and.kn ( ecephis emal oeae)foe 

sh.pol accoedusj % guer odcecha ss #kc+ &w& mo fke pescc. 
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17.  Waiver. The failure by either party to enforce at 

any time or for any period of time any of the provisions of this 

Agreement shall not constitute a waiver of such provisions or 

of the right to such party to enforce each and every provision. 

1 8 .  Governing Law. The validity, construction and per 

formance of this Agreement and the transactions to which it 

relates shall be governed by and construed under the laws of the 

State of New York. 

1 9 .  Limitation of Seller's  Liability. 

Seller be liable to anyone for direct, indirect, special, 

incidental, contingent or consequential damages or expenses for: 

(a)  breach of any of the provisions of this Agreement, including, 

but not limited to,  the provisions regarding warranties; and (b)  

he purchase and use of the Products. Such excluded damages and 

expenses shall include, without limitation, costs or removal end 

-installation of the Products, loss of goodwill, loss of profits 

or loss of use. Further, Seller shall not be liable to Buyer for 

any amount in excess of the sums received hereunder for the sale 

of the Products to Buyer. 

2 0 .  Notices. All notices or communications required by 

this Agreement (other than purchase orders and acknowledgements) 

or desired to be given hereunder, shall be in writing addressed 

as follows and given by certified or registered mail,  return 

receipt requested, or by telex and shall be deemed to be given 

when received: 



1 6 .  

If to Seller, to 

General Instrument Corporation, 
Microelectronics Division 
600 West John Street 
Hicksville, New York l1802 
Attn: R. Norwood 

and, with respect to any notice of default or termination, to 

General Instrument Corporation 
1775 Broadway 
New York, New York 10019 
Attn: Legal Department 

and, if to Buyer, to 

Mattel, Inc. 
Mattel Electronics Division 
5150 Rosecrans Avenue 
Hawthorne, California 90250  
Attn: 

2l.  Assignment. This Agreement is binding upon and inures 

to the benefit of the parties hereto and the successors and 

assigns of the entire business and goodwill of either Seller or 

Buyer or that part of the business of either used in the 

performance of this Agreement, but shall not be otherwise 

assignable. Nothing in this Agreement shall inure to the benefit 

of or be deemed to give rise to any rights in any third party, 

whether by operation of law or otherwise. 

2 2 .  Merer. This Agreement, including all exhibits, and 

the acknowledged orders of Buyer with respect to quantities of 
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the Products, shall constitute the final, complete and exclusive 

written expressions of all terms of the sale and purchase of the 

Products and related matters. This writing shall supersede all 

previous communications, representations, agreements, promises 

or statements either oral or written, with respect to such trans 

actions and no communications, representations, agreements, 

promises or statements of any kind made by Seller or a representative 

of Seller, which are not herein stated, shall be binding on Seller. 

No addition to or modification of any printed provision of this 

Agreement shall be binding upon Seller unless made in writing and 

signed by an officer of the party to be charged. 

IN WITNESS WHEREOF, the parties hereto have caused this 

Agreement to be signed by their respective duly authorized officers 

as of the date and year first above written. 

Inc. 
ectronics Division 

By _ 

[gs4lg _ 

General Instrument Corporation 
Microelectronics Division 

By-----------------�...-- 7Lle Edgar A. Sack-Senior Vice President 


