
DATE: 
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FROM:  

SUBJECT :  

M  E  M O  R  A  N D  U M  

November 2 3 ,  1982 

D i s t r i b u t i o n  

Gary S .  Moskovitz�� 
PROJECT RAINDROP/AMRIGON 

Amrigon personne l  w i l l  be here at 8 : 3 0  AM on Wednesday,  November 24th to 
present t h e i r  a n a ly s i s  o f  the Ra i ndrop  project .  

The meet i ng  w i l l  be h e l d  i n  the F i n a n c i a l  conference room and s h o u l d  l a s t  
about  2  h o u r s .  

R i c h a rd  C h a n g ,  h i s  s e l ected  staff and I  w i l l  be i n  attendance .  P l ea se  feel 
free to attend or to send any se lected  staff i n d i v i d u a l s .  

G SM : p g  

c c :  R .  Chang  
J .  L i n n  
P .  Allen  
J .  Makh i n son  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

AMRIGON PRESENTATION PERSPECTIVE 

PROPOSAL EXH I B I T  

1 .  TRANS-STRATEGIC INVESTIGATION 

A. MARKETING DRIVEN BUT W I TH  F I NAN C I AL  AND 

TECHNI CAL PERSPECTIVES AS WELL. 

B .  STRATEGIC I N  FOCUS BUT W I TH  SOME  TACTICAL 

ASPECTS COVERED. 

STRATEGIC YET TACTICAL FOCUSES 

A GOOD B U S I N E S S  PLAN MUST B E  ABLE TO CORRECTLY S E E  SOME 

OF THE MORE IMPORTANT "TREES"  W H I L E  E S T I M A T I N G  THE S I Z E  

AND SCOPE  OF THE " F O R E S T , "  

I  SECTION I. I  I  I  I  I  I  I  · .  MARKETING 

I SECT I ON I I I I I I I I I I I TECHNICAL 

I SECT I ON II I. I I  I  I  I  I  I  I  F I  NANCI AL 

AMRIGON 
NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

SECTION I ,  I  I  MARKETING 

MARKE T I NG  

3  SUB-PERSPECTIVES 

MARKET- COMPE T I T I VE  OVERVIEW 

PROPOSAL EXH I B I T  2  

MARKE T I NG  ]  MARKE T I NG  J MARKE T  

IMPL I CATIONS DEMAND/POTENTIAL 

► MARKET-COMPETITIVE OVERVIEW ,  ,  ,  STRATEGIC TRENDS 

► MARKED DEMAND/POTENTIAL. I  '  '  •  IRIGON QUANTITATIVE 

STUDY 

AMRIGON QUALITATIVE 

STUDY 

► MARKETING IMPLICATIONS I  I  I  I  I  AMRIGON QUALITATIVE 

RTS MON ITOR DATA­ 

BASE 

PREVIOUS MATTEL STUDIES 

AMRIGON 
NOVEMBER, 1982.  



. 

« 
I 

RAINDROP 

- - 1 - - - 1 1 - - - 1  -­ 

MATTEL ELECTRONICS 

NEM VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET/COMPETITIVE OVERVIEM 

► MEGATRENDS 

THERE I S  INCREASING CONSUMER ACCEPTANCE OF A VARIETY 

OF NEW ENTERTAINMENT/INFORMATIONAL MEDIA .  

•  HOME VIDEO GAMES. I  I  I  7 , 5  M ILL I ON  Uu ITS -  1982 

14 M I L L I O N  UN ITS  -  INSTALLED 

BASE 

• PERSONAL COMPUTERS. . .  500,000-700,000 U1Ts  -  1982 

2 M I L L I O N  UN ITS  -  INSTALLED 

BASE 

I BASIC CABLE I  I  I  I  I  I  28 M I L L I O N  HOUSEHOLDS ­ 

GROW ING  AT A RATE OF 250,000 

HOUSEHOLDS PER MONTH 

0 PAY CABLE . •  . •  . . , H A s  PENETRATED INTO OVER HALF 
OF CABLE H O U S E H O L D S , ,  
15 M I L L I O N  

)PREVIEW :  QUALITATIVE STUDY 

WE FOUND NO RESISTANCE TO THE 

TELEPHONE AS A MEDIA SOURCE. 

AMRI GON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET COMPETITIVE OVERVIEW 

) INERTIA AND PRODUCT ADOPTION 

RAINDROP DOES NOT HAVE THE. I  I  

I CONVERGENCE PROBLEM. 

TECHNOLOGY 
CONSUMER [Z 

DEMAND \/ +{«a«so 
CO-OP a�  -MANUFACTURER 

-DEL I  VERY 
SUPPLY E N T I T I E S  -SOFTWARE SOURCE 

P R I C E  
ECONOMICS  

D;> Is1 IWOVAIVE PRODUCTS ARE "ELD-UP" 
BECAUSE LACK OF CONVERGENCE IMPEDES 

INHERENT PRODUCT STRENGTHS. 

Reference: Connections ,  James Burke 
PBS T e l e v i s i o n  Series/Book  

AMRIGON 
NOVEMBER, 1982. 
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MATTEL ELECTRONICS 

NEW VENTURE ACTlVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET COMPETITIVE OVERVIEW 

CONVERGENCE AND DEMAND FOR OTHER 

NEW INDUSTRY P R O DU C T S . . . ·  . . · . . C A S E  EXAMPLES 

¢ COLOR TELEV IS ION ,  . . · ,  NEED PR ICE/VALUE IMPROVEMENT 

-COOP SUPPLY E N T I T I E S  
- P R I C E  

, , , P R I C E  DROP SOMEWHAT AND 

SOFTWARE GAMBLE BY NBC PAVED 

WAY FOR TAKEOFF, 

I QUAD SOUND .  I  I  I  I  

-CONSUMER DEMAND 
- P R I C E  

I  I  I  D I F F E RENT IAT ION  NOT STRONG 

ENOUGH TO STIMULATE DEMAND, 

I VIDEOTEX/TELETEXT 

- INFRASTRUCTURE 

I  I  I  I  SLOWER PROGRESS BECAUSE 

NEED LARGE INFRASTRUCTURE ,  

•  P O L A V I S I O N ,  •  
-  TECHNOLOGY 

I  I  I  I  I  I  C O M P E T I T I V E  TECHNOLOGY 

SURPASSED PRODUCT,  

- E T C ,  •  •  •  •  

AMRIGON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET/COMPETITIVE OVERVIEW 

► ENTERTAINMENT PERSPECTIVE 

SOME NEW PRODUCTS/SERVICES ARE DO ING BETTER THAN 

OTHERS I N  THE CONSUMER MARKET. 

THOSE DOING WELL HAVE A STRONG ENTERTAINMENT 

D IMENS I ON ,  THOSE EXPERIENCING PROBLEMS ARE 

INFORMATION ORIENTED. 

INFORMATION ORIENTED . I  I  I  I  I  I  I  PROBLEMATICAL 

TE S O U R C E , , ,  EXECUTIVE T U R N O V E R . . ,  NoT EVEN THE 

RESOURCES OF  READER 'S  D I G E S T  HAVE 

TURNED I T  AROUND,  L O S I N G  $5 - $7 

M I L L I O N  PER  Y E A R ,  SMALL T E R M I N AL  

BASE,  ONLY 20,000 S U B S C R I B E R S . . .  
H I G H  ACCESS  CHARGES ,  

AMRIGON 

NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKETING STUDIES 

) AMRIGON QUALITATIVE STUDY 

II 3 SESSIONS 

0 4TH, 5TH AND 6TH GRADERS 

II ATTITUDINAL EXPLORATION 

I BEST VIDEO GAMES 
I COST 
• NEW GAME TESTING 

II REACTION TO CONCEPT OF RENTING GAMES 

0¢ INTRODUCTION OF GAMES-BY-PHONE CONCEPT 

I D ISCUSS ION OF PROS/CONS, I  I  

RATING 

II D ISCUSS ION  OF ADVANTAGES/DISADVANTAGES 
OF S PEC I F I C  EXECUTION 

I D I S C U SS I O N ,  I  I  OTHER ADVANTAGES/ 
DISADVANTAGES, I  I  RATING 

II S P E C I F I C  EXECUTION AND COST 

I D ISCUSS ION ,  I  I  RATING 

AMRI GON 
NOVEMBER, 1982.  



RAINDROP 

- - 1 - - - 1 1 - - - 1 - ­  

MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKETING STUDIES BACKGROUND 

) AMRIGON QUANTITATIVE STUDY 

II TELEPHONE INTERVIEWS 

I HEAD OF HOUSEHOLD 
I VIDEO GAME I N  HOME 

» () REACTION TO GENER IC CONCEPT 

I LEVEL OF INTEREST. I I  5  PO INT SCALE 

·» (3) INTRODUCE "G0OD"/"BAD" POINTS 

"60OD" 

e PREVIEW OF GAME 
I VARIETY 
I UNIVERSALITY 
I CUSTOMIZE GAME FAC­ 

TORS 

"BAD" 

I HOUR INCREMENTS 
I EXTRA COST ATTACHMENT 
I SOME GAMES NOT AVAIL- 

ABLE I N  CARTRIDGE 
FORMAT 

I THREE MINUTE LOAD TIME 

+ (C) REACTION TO "APPOINTMENT" CONSTRAINT 

I LEVEL OF INTEREST. I  I  5 PO INT SCALE 

II USAGE QUEST ION .  I  I  SPEC I F I C  EXECUTION 
W ITH PR I CE  

AMRIGON 

NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET DEMAND/POTENTIAL 

)BASIC  CONSUMER INTEREST 

RAINDROP CONCEPT IS SUCCESSFUL WITH CONSUMERS 

AMRIGON QUANTITATIVE STUDY 

Percent 

26 

24 

22 

20 
18  
16  

14 

12 

Percent Extremely/Very Interested 
. by Knowledge Level . 

AFTER EXPLANATION AFTER "GOOD" AND W ITH "APPOINTMENT" 
OF GENERIC CONCEPT "BAD" POINTS CONSTRAINT 

00 GENER IC  CONCEPT DRAWS H I GH LEVEL OF CONSUMER ACCEPTANCE. 

0 SOME DROP I N  ACCEPTANCE AFTER FULL KNOWLEDGE ,·" 

0 THE "APPOINTMENT" CONSTRAINT HAS ONLY MARGINAL INFLUENCE 
ON CONSUMER ACCEPTANCE, 

AMRIGON NOMINAL DATA: 
Moderately Strong P r o d u c t s . . .  15%-20% .  

**ADULT PERSPECTIVE 

AMRIGON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 
NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET DEMAND/POTENTIAL 

)PRICE/REVENUE ISSUE 

STRONGEST APPEAL POINTS TO PR ICE FOCAL POINT 

OF $ ] , 0 0  PER H O U R .  

. .  

AMRIGON QUANTITATIVE STUDY 

Pr ice  S e n s i t i ve  Ana lys i s  

1 5  

10  

5  

f]  

COST PER HOUR .  •  $ . 5 0 <  $ . 5 0  $ 1 . 0 0  $ 1. 5 0  $2 .00  $ 2 . 5 0  

•  CUMULATIVE:  N/A 78% 5 1%  30% 17% 12% 

• aenua / \/ \/ \/ \/ 
c F n c E N c Y :  2z (@) 21 13  5  

- % 
OPTIMUM PRICE  

. 50  < $  < 1 . 0 0  

AMRIGON 
NOVEMBER, 1982.  

Percent :  55  

50 

45 

40 

35 

30 
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKETING IMPLICATIONS 

@ SOFTWARE AVAILABILITY W ILL  MAKE/BREAK CONCEPT 

(») NOVELTY or TECHNOLOGY/EASE or D ISTR IBUTION  

NOT MAJOR SELLING POINTS 

(2) PR I C I N G  S ENS I T I V ITY IMPORTANT 

50¢ S U P E R . . .  $ 1 , 00  G00D TO VERY 6 00 D . . .  

$ 2 , 0 0  FA IR  TO POOR.  

ASSUMING HARD CARTRIDGE AVAILABIL ITY 

ST ILL E X I S T S . . .  WANT TO AVOID "ARCADE 

COST TRAP" 

G) · EXE CUTI ON PROBLEMS 

CONSUMER C O N C E R N S :  DOES I T  T I E  UP MY PHONE ? 

C O N V E N I E N C E  I S S U E S , , ,  

How Do I REQUEST MY GAME ? 

AMRI GON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 
TRANS-STRATEGIC INVESTIGATION 

MARKETING SUMMARY 

) F I R S T  T IER  INVESTIGATION POINTS TO POTENTIAL 

CD RAINDROP IS  ON THE SPECTRUM OF ACCEPTABLE MEDIA 

0 MOMENTUM NOT BLOCKED BY LACK OF CONVERGENCE 

(3) ARKE/DEMAND ACCEPTANCE I S  READY Aw 

MODERATELY STRONG 

() $1 . 00  reR  ouR PR ICE  FOCAL PO INT 

AMRIGON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

SECTION I I .  I  I  TECHNICAL 

TECHNICAL 

2 SUB-PERSPECTIVES 

PROPOSAL EXH I B I T  3  

D I S TR I B UT I ON  4( TE CHN I CA L  »  TRANSMISSION 

CAP AB I L I T I E S  

• DISTRIBUTION . . . . . . , ,  NETWORK ALTERNATIVES, 

AT&T LONGLINES 

TOLL-FREE/8OO 

CUSTOMER FLAT FEE 

LOCAL TELCO 's/BOC 's  

NON BELL NETWORKS 

• TRANSMISSION CAPACITIES • •  NETWORK LOAD PO I NTS .  

AMRIGON 
NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

DISTRIBUTION ALTERNATIVES 

► TOLL FREE 800 TYPE SERVI CE 

NATIONAL OR REGIONAL TOLL FREE SERVICE 

PUTS UNACCEPTABLE COST .PENALTY ON MATTEL 

II PREVIEW I  I  I  I  I  I  I  I  PHONE TOLL FREE I  I  I  

INCREASE ON SOFTWARE RENT 

CASE A . · ,  160% 

CASE B . . .  2207 

II IMPLIES 

A . . .  NETWORK FEES SHARED WITH MATTEL 

B . .  I  CUSTOMER SHARED BURDEN 

C . .  I  LOCAL OFFICE 

AMRI GON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 
NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

DISTRIBUTION ALTERNATIVES 

) NETWORK FEES SHARED WITH MATTEL 

POSS IB IL ITY SLIGHTLY ABOVE ZERO FROM 
TECHNICAL OR COOPERATIVE PERSPECTIVE 

II AT&T LONGLINES AND AT&T INTEREXCHANGE 

- CONCEPTUALLY UNABLE TO HANDLE JOINT 
VENTURE 

- SPECIAL REGULATED TARIFF NECESSARY 
18 - 24 MONTH TIME FRAME 
COURT CHALLENGE POSSIBLE 

II NON BELL NETWORKS 

- ATTITUDE VERY POSITIVE 
- INBOUND NETWORKS - 12 MONTHS AWAY 
- REGULATED TARIFF STILL NECESSARY 

18 - 24 MONTHS 

AMRIGON 
NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

DISTRIBUTION ALTERNATIVES 

► CUSTOMER SHARED BURDEN 

HAS MOST VARIATIONS ,  I  I  HOWEVER ALL 
TECHNICALLY UNACCEPTABLE AND/OR IMPACT 
CONSUMER DEMAND NEGATIVELY, 

VARIATION RESULT 

1 , 0  CUSTOMER CALLS LONG 
DISTANCE . ,  ,  ,  ,  ,  ,  ,  80% REDUCTION I N  DEMAND. 

2 ,  I  900 SERVI CE , , , , , , , DESIGNED FOR 1 MINUTE OR LESS 
50¢/35¢ PER M I N U T E . . .  EVERY 
5 CALL PASS THROUGH FOR 

CUSTOMER INPUT .  

3 . 0  976 SERVICE ,  ,  ,  I  I  I  ,  S IM ILAR TO 900 BUT REGIONAL , 

4 ,  520 SERVICE .  I  I  I  I  ,  ,  RESTRICTIVE - LETS 1 I N  100 
PASS THROUGH. 

5 , 0  ANNOUNCEMENT PROVIDER , , NEW REBILL SERVICE - 18 

MONTHS TO TARIFF - LOCAL 

TELCO ONLY .  

AMRIGON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

DISTRIBUTION ALTERNATIVES 

► LOCAL OFFICE 

PREVIOUS CONSIDERATIONS POINT TO LOCAL 

BASED - BASE COMPUTER CENTER. 

$25,000+ HOUSEHOLDS 

I 40 METRO MARKETS. , , 64% OF POTENTIAL 

I 50 METRO MARKETS, , , 80% 

LOCAL AND NEAR ZONE CALLS TO BE CHARGED TO 

CUSTOMER MAY/MAY NOT BE ITEMIZED . 

AMRIGON 
NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 
NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

NE TWORK CAPACITIES 

► MAX I MUM LOAD PO I NTS 

"MAXIMUM" DEPENDS ON MULTIPLEXING .  NATIONAL/ 

REGIONAL COULD EASILY OVERLOAD NETWORK WITH 

MASTER PHONE NUMBER. 

EXAMPLE 

L A .  WIRECENTER COULD HANDLE UP T0 6,000 

CALLS PER HOUR BUT REQUIRES 6 DIFFERENT 

PHONE NUMBERS. 

AMRIGON 
NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

TECHNICAL SUMARY 

) F I R S T  T IER  INVESTIGATION POINTS TO LOCAL BASE 
COMPUTER CENTER 

CD PHONE EXPENSE BURDEN POINTS TO LOCAL D ISTR I­  
BUTION 

- UNABLE TO SHARE TELEPHONE REVENUE 
WITH NETWORK PROVIDER 

- CUSTOMER SHARED BURDEN NON FEASIBLE/ 
REDUCED DEMAND 

2 CAPACITY POINTS TO LOCAL D ISTRIBUTION  

-  EASY TO OVERLOAD NATIONAL/REGIONAL 
WI  RECENTER 

- LOCAL TRANSMISSION AT 1200 BAUD 
SHOULD HAVE 97+ QUALITY 

AMRIGON 
NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

SECTION I I I .  I  I  FINANCIAL 

F I NAN C I AL  

2  SUB-PERSPECTIVES 

PROPOSAL EXH I B I T  4  

OPERATIONAL 

PARAMETERS 

E CONOM I CS  

◄ F I NAN C I A L  ► . CAP  I  TAL/ OPERATIONAL 

REQUIREMENTS 

MONEY 

« PEOPLE 

OPERATIONAL ECONOMICS . · · . . · · ,  A ,  MARKET ESTIMATES 

CAPITAL/OPERATIONAL REQUIREMENTS, . ,  NETWORK ECONOMICS 

LOCAL vs .  REGIONAL 

OR NATIONAL 

AMRIGON 

NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET ESTIMATES 

► METHOD A I  I  I  MARKET DEMAND/BUDGET BASED 

PART I :  14 M ILL ION GAME UNITS 
x 25% VERY/EXTREMELY INTERESTED 

--- 

3 , 5  M ILLION  
x  30% INTEREST/PURCHASE TRANSLA­ 

T ION* 

D,> 1 . 0 5  Luo cs 1nER sr 

PART I I :  . 7 5  CARTRIDGE PER MONTH PER HOUSEHOLD 
x 12 MONTHS 
x $25 ESTIMATE RETAIL SALE or CARTRIDGE 

$ 225 ANNUAL FAMILY VIDEO GAME EXPENDITURE 

$ 50 ESTIMATE RAINDROP DIVERSION PER 
FAMILY PER YEAR (1 H R .  PER WEEK) 

1 . 0 5  ILL ION  »  $50 I,es, 
HOUSEHOLDS LT'' 

$50 M ILLIO N  ANNUAL 
REVENUE 

Source :  Previous  AMRIGON/MATTEL ELECTRONICS STUDIES  

AMRI GON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET ESTIMATES 

)> METHOD B . .  I  MARKET DEMAND/USAGE BASED 

PART I :  14 M I LL ION  GAME UNITS 
x 25% VERY/EXTREMELY INTERESTED 

3 , 5  M ILLION  
x  307 INTEREST/PURCHASE TRANSLA­ 

[:> 
TION*  

1 . 0 5  M ILL ION  CUSTOMER BASE 
. .  

PART I I :  6  HOURS or  PLAY PER WEEK (6-8 H R s . )  
x  5 0  WEEKS 

300 M ILL ION  HOURS or VIDEOGAME PLAY 
x 33% EST, or CARTRIDGE/RAINDROP 

. . .  100 M I LL I ON  HOURS OF  PLAY 

100 IL L 1 O  ,  so IL I N G  TO [Ir8Rd> $50 M I LL I ON  

.  HOURS PAY $1 , 00/HR .  ANNUAL REVENUE 

Source:  *Prev ious  AMRIGON/MATTEL ELECTRONICS STUDIES 

AMRIGON 

NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

OPERATIONAL PARAMETERS 

► NETWORK DEMAND LOAD 

$50 MILL ION  IMPLIES 50 MILL ION  CALLS 

WEEKENDS & HOLIDAYS 
8 A / E S T . . · · .  9  PM/PST 

16 HOURS PER DAY 

25 

M ILL ION  +  (32 H R s .  x  52 
CALLS WEEKS) 

­ 15,000 CALLS PER HOUR 

­ 1000 

PORTS 
ON BASE COMPUTER 

1 P O R T @  4  M I N S , = 1 5  CALLS 
PER HOUR 

WEEKDAY EVENINGS 
4 P M / E S T . . . .  ,  9  PM/PST 

8 HOURS PER DAY 

25 
M I LL ION  +  (40 H R s .  x  52 

CALLS WEEKS )  

D 
12,000 CALLS PER HOUR 

AMRI GON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

OPERATIONAL PARAMETERS 

► BASE COMPUTER REQUIREMENTS 

15,000 CALLS + 15 P E R  HOIR = 1000 

V 
2000 PORTS FOR 

PEAK TIMES 

EC / 

DP 11/34 @ 
e +@ I  I  

I  
I  .. 

I 

­ 
= 

r'=0 ­ 

\ 

" ) ¥ 
± 

D 

p 

8 -  10 

BASE COMPUTERS 

256 PORT CAPACITY 

Consider  PDP 1 1 / 2 3 .  

AMRIGON 
NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

OPERATION ECONOMICS 

► LOCAL OPERATION CENTER 

S INGLE MACHINE INSTALLATION 

0 CAPITAL REQUIREMENTS (4 YR .  AMORTIZATION) 

PDP11/34 . . . . . . . · . , $ 10 0 , 0 0 0  

PROCESSOR,  D I S C ,  

M U X ,  O P E R ,  SOFTWARE 

PBX-ACD. . • .  

M I S C . . . .  

I  I  I  I  

I  I  I  

• • •  $  50,000 

· · . $  5 0 , 0 0 0  I  I  I  

TOTAL: $200,009 

·e OPERATIONS 

e STAFF - 1 MANAGER $25,000 

1 0PERATOR 2 0 , 00 0  

I FAC I L ITY OVERHEAD I  I  I  I  

$ 45,000 

25,000 

30,000 

$100,000 

I PHONE TRUNKS.  I  I  I  I  I  I  

AMRIGON 

NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 
TRANS-STRATEGIC INVESTIGATION 

NETWORK ALTERNATIVES 

) ECONOMIC COMPARISON 

LOCAL - DISTRIBUTION 

(@) 40 - 50 AR«Es° 

3) 1 MACHI«e Fee "AR«ET 

(@) CPITAy, Gos1s-$200,000 
PER U N I T  

NATIONAL/REGIONAL CENTRALIZED 

3) 1 +o 10 L0c11os 

(3) CLUSTER or ACHINES 

(g) CAPITAL gos1$-$200,000 
PER  U N I T  

I  ANNUAL - $ 10 0. 0 0 0  I  ANNUAL 
- $100,000 

OPERATIONS OPERATIONS 

I CAPITAL - $ 5 0. 0 0 0  I  CAPITAL $50,000 . 

AMORTIZATION AMORTIZATION 
$150, 000 $150,000 

X 50 X 50 

$7,5 M ILLIO N  $ 7 . 5  M I LL I O N  

A 
I  TOLL FREE** 

I  
PHONE EXPENSE 30,0  M ILLIO N  

) $ 3 7 , 5  M ILLIO N  
-  .  .  -  

*80% of Househo ld  over $25 , 000 .  

50 M i l l i o n  C a l l s  x  60¢ Each .  

AMRIGON 
NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 
NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

F INANC IAL SUMMARY 

)>FIRST  TIER INVESTIGATION POINTS TO POTENTIAL 

(1) $s50 M ILL I ON  MARKET DEMAND POTENTIAL 

0 LOCAL BASE COMPUTER CENTERS FEASIBLE 

FROM TECHNICAL AND FINANCIAL PERSPECTIVE 

(3) OPERATIONAL COSTS APPROXIMATELY 

15% OF REVENUE 

AMRIGON 
NOVEMBER, 1982 .  
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DATE:  

TO :  

FROM:  

SUBJECT:  

December 3 ,  1982 

D i s t r i b u t i o n  

Gary Moskovitz 

PROJECT RAINDROP/AMRIGON 

On November 2 4 ,  the Amrigon team presented the enc lo sed  Ra i ndrop  presentation 
to se lected  Mattel E l e ctron i c s  p e r s o n ne l .  

The h i g h l i g h t s  of  the presentation  are summarized  as  f o l l o w s :  

I )  The Ra i n drop  concept i s  not constra ined  by e i t h e r :  

•  consumer res i stance  to new enterta inment/ informat iona l  med ia  
( o r  t e l e p h o n i c / d own l o a d i n g  d i s t r i b u t i o n )  

•  techno logy l i m i t a t i o n s  

•  infrastructure requirements 

•  pr ice  economics 

•  s upp ly  item d e t a i l s  

•  Amr i go n  i n i t i a t e d  the  f o l l o w i n g  consumer research  a c t i v i t i e s :  

•  3  Q u a l i t a t i v e  Focus groups w i t h  c h i l d r e n  i n  the 4 t h ,  
5th and 6th grades 

• te lephone  i nterv iews  w ith  a d u l t  heads of hou seho l ds  that 
currently own a videogame 

•  Both the q u a l i t a t i v e  and quant itat ive  s tud i e s  were h e l d  to get reactions  
to the gener ic  concept as w e l l  as  some usage  and price  data .  

•  The consumer research f i n d i n g s  l e d  Amrigon to state that the " Ra i ndrop  
concept i s  successfu l  w i t h  c o n s umer s . "  T h i s  was based on A m r i g o n ' s  
past data that when 1 5-20%  of  respondents i n d i c a t e  an extremely/very 
i nterested  purchase i n t e nt i o n  i n  a  new product ,  that t h i s  s i g n i f i e s  
a  moderately strong product concept .  The Ra indrop  concept scored as 
fo 1 1  ows :  

•  25 % - after f i r s t  e x p l a n a t i o n  of  gener ic  concept 

• 18% - after a d d i t i o n a l  d i s c u s s i o n  of "Good" and "Bad"  
po ints  
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• 15%  -  after knowledge of  h a v i n g  to s c hedu l e  an " appo i ntment "  
to rece ive  games ( t h i s  appo intment concept i s  not 
n e ce s s ar i l y  a  b a s i c  tenet of the concept .  It was used to 
q u a l i fy  a  lower range to the r e s p o n s e s ) .  

•  The Amrigon research a l s o  showed that the strongest  appeal  po inted  to 
a pr i ce  po int  o f  $ 1 . 0 0  per hour (other  p r i c i n g  schemes w i l l  be tested 
i n  the next phase  of the Ra indrop  e v a l u a t i o n ,  pend ing  Sen ior  management 
a p p r o v a l ) .  

I I )  Amrigon next reviewed the v a r i o u s  techn i ca l  p o s s i b i l i t i e s  r e l a t i n g  to d i s t r i ­  
but ion  and t r a n s m i s s i o n .  

1.  D i s t r i b u t i o n  

The f o l l o w i n g  d i s t r i b u t i o n  methods were reviewed and judged 
u n acceptab l e :  

•  To 11 Free 800 serv i ce  

•  Shared Fee arrangements w i t h :  

•  A  T  & T  L o n g l i n e s  

•  A  T  &  T  Interexchange 

•  N on -Be l l  Networks 

• Customer Shared Burdens  

•  Long D i s tance  

•  900 Serv ice  

•  976 Serv ice  

•  520  Serv ice  

•  Announcement Provider  R e b i l l  Serv ice  

•  Amrigon suggested that the " l o c a l  off ice-based  center"  
a l t e r n a t i v e  was the h i ghest-rated  d i s t r i b u t i o n  a l t e r n a t i v e .  

•  I f  we l o o k  at $25 ,000+ h o u s e h o l d s ,  65% are s ituated  
i n  the top 40 metropo l i tan  markets and 80% are i n  the 
top 50 .  

•  In  these a r e a s ,  i n  a d d it i o n ,  l o c a l / " n e a r  zone "  c a ll s  
charged to customers are sometimes not itemized  on 
a consumers month ly b i l l .  

2 .  Capacity 

• Based on over l o ad i n g  of n a t i o n a l / r e g i o n a l  networks ,  
Amr i gon  suggested that a  l o c a l  d i s t r i b u t i o n  center 
( @  1200 B o u d )  wou ld  be the optima l  a l t e r n a t i v e .  
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I I I )  Amrigon l a s t l y  reviewed several  f i nanc i a l  aspects of  the market and 
network demands and l oca l  "center"  operat ing  expense .  

1 .  Amrigon  u t i l i z e d  two methods to show market demands a t ,  say ,  
the end of 1 9 8 2 :  

a .  Budget Based 

Total U . S .  Game U n i t  P o p u l a t i o n  

Research output of  25% very/ 
extremely interested 

Amrigon rat io  o f  30% t r an s l at i o n  
of i nterest  i nto  purchase 

Annual Cartridge  Expenditure per 
househo ld  

( 9  cartr idges  per year X 
$25 reta i l  )  

Ra indrop  D i v e r s i o n  of annua l  
expenditure  per year @ 1 hour 
per week and $1 per year 

Annual Ra i ndrop  Revenue 

( 1 . 0 5  m i l l i o n  househo l d s  X  $ 50 )  

b .  Usage Based 

•  1 . 0 5  m i l l i o n  customer base 

• Annual gameplay per year @ 6 hours 
hours/week 

• Percentage of  gameplay u t i l i z i n g  
Ra indrop  @  33% 

• 50% percentage w i l l i n g  to pay at 
l e a s t  $1/hour  X  100 m i l l i o n  
hours X $1/hour  

=  14  m i l l i o n  un it s  

=  3 . 5  m i l l i o n  

=  1 . 0 5  m i l l i o n  
customer base 

$ 255 

$ 50 

$ 5 0 m i ll i o n  

300 m i l l i o n  hours 

100 m i l l i o n  hours 

$50 m i l l i o n  revenue 

NOTE :  These were Amr i g o n ' s  data p o i n t s .  I  b e l i e v e  the 1 hour 
per week u sage  was extremely l o w ,  the 9 cartridges/year 
purchase too h i g h ,  and the 14 m i l l i o n  customer base too 
u n c l e a r .  These i t em s ,  and others w i l l  be c l a r i f i e d  i n  
the upcoming Mattel b u s i n e s s  ana lyses  
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2 .  Network Demand 

• The $50 m i l l i o n  annua l  revenue from the above i nd icates  
50  m i l l i o n  c a l l s  at $1 h o u r / c a l l .  

•  Amrigon tran s l ated  t h i s  to a frequency of 1 5 , 0 0 0  c a l l s / h o u r ,  
s p l i t  between weekdays and weekend/ho l i days .  

•  These 1 5 , 0 0 0  c a l l s / h o u r  c o u l d  be accommodated by a group of 
computers w i t h  1000 port s :  w i t h  each  port h a n d l i n g  1 5  c a l l s  
per hour ( t he  average connect ion/down load/d i sconnect ion  t ime  
was estimated to be 4 m i n u t e s ,  or 1 5  per h o u r ) .  

•  These 1000 computer ports s h o u l d  be doub l ed  to accommodate 
peak t i m e s ,  n e c e s s i t at i n g  a  requirement for 2000 ports to 
hand l e  the 50 m i l l i o n  c a l l s .  

•  Computers for each  l o c a l  "center"  wou ld  be se lected  accord­ 
i n g l y .  Amrigon recommended e i t h er  a  DEC PDP 1 1 /34  or PDP 
11 / 2 3 .  

3 .  Operat iona l  Expense -  Local  Center 

• C a p i t a l  

•  Computer/PBX/M isc .  

•  Operat ions  $ 1 00 , 000  yearly 

•  2  Staff/Overhead/Phones 

•  W i t h  1  computer i n  each  of t he ,  say ,  50 l o c a l  centers and  a  
4  year hardware d e p r e c i a t i o n ,  the total l o c a l  d i s t r i b u t i o n /  
operat ing  center expense was est imated  at $ 7 . 5  m i l l i o n  com­ 
pared to the revenue of  $50  m i l l i o n .  

•  Of co u r s e ,  not i n c l u d e d  i n  A m r i g o n ' s  a n a l y s i s  were other 
areas o f :  

•  operat iona l  expense of market ing  the s e r v i c e ,  etc .  

•  revenues due to hardware s a l e s ,  e t c .  

•  Suggested next steps are as f o l l o w s :  

•  G .  M o s k o v i t z / R .  Chang  to put together 3 year 
p l a n ,  for rev iew w i t h  Executive  committee.  
Based on t h i s  rev i ew ,  d e c i s i o n s  wou l d  be made 
on next steps for :  

•  hardware imp lementat i ons  

•  f i e l d  research  

•  p o s s i b l e  venture requirements  rev iew w i t h  
corporate management .  

$200 , 000  investment  
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Th i s  Executive  Committee Ra indrop  presentation  i s  targeted for comp let ion  by 
December 1 7 t h .  

•  As a s i d e  i s s u e ,  the hardware requirements for Ra indrop  may 
have some common e l e c t ro n i c  c ircu itry w i t h  both the Pronto/ 
Videotex and P l ayCab l e  p e r i p h e r a l s .  R i c hard  Chang and Dave 
C h a n d l e r  w i l l  meet and review t h i s  subject and i n c l u d e  i n  the 
Ra indrop  a s se s sment .  

G SM : p g  

( attachment )  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

AMRIGON PRESENTATION PERSPECTIVE 

PROPOSAL EXH I B I T  1  

1 .  TRANS-STRATEGIC INVESTIGATION 

A. MARKE T I NG  DR I VE N  BUT W I TH  F I NAN C I AL  AND 

TECHNI CAL PERSPECTIVES AS WELL. 

B .  STRATEGIC I N  FOCUS BUT W I TH  SOME  TACTICAL 

ASPECTS COVERED. 

STRATEGIC YET TACTICAL FOCUSES 

A GOOD B U S I N E S S  PLAN MUST B E  ABLE TO CORRECTLY S E E  SOME 

OF THE MORE IMPORTANT " T R E E S "  W H I L E  E S T I M A T I N G  THE S I Z E  

AND SCOPE  OF THE " F O R E S T , "  

I  SECTION I. I  I  I  I  I  I  I  I  I  MARKETING 

I SECTION II I  I  I  I  I  I  I  I  I  TECHNICAL 

I SECT I ON II I. I  I  I  I  I  I  I  I  F I NANC I AL  

AMRIGON 
NOVEMBER, 1982 .  
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DEMAND/ POTENTIAL 

PROPOSAL EXH I B I T  2  

RAINDROP = 

TRANS-STRATEGIC 

- - 1 - - - 1 1  - - - I - ­  

MATTEL ELECTRONICS 
NEW VENTURE ACTIVITY ,  

- ;.. •  . ... .  _ 

MARKETING 

IMPL I CAT IONS 

, 

MARKET- COMPE T I T I VE  OVERVIEW 

••• 3 SUB-PERSPECTIVES 

SECTION I .  I  I  MARKETING 

MARKETING 

► MARKET-COMPETITIVE OVERVIEW.  I  I  STRATEGIC TRENDS 

. l  

C  

AMRIGON 

NOVEMBER, 1982.  

•  · . ,  RIGO\N QUANTITATIVE 
: S T U D Y  

AMRIGON QUALITATIVE 
STUDY 

• AMRIGON QUALITATIVE 
RTS MONITOR DATA­ 

BASE 

PREVIOUS MATTEL STUDIES 

I  I  I  I  

) MARKED DEMAND/POTENTIAL. 

► MARKET I NG IMP LI CATIONS 

C 
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET/COMPETITIVE OVERVIEW 

► MEGATRENDS 

THERE IS INCREASING CONSUMER ACCEPTANCE OF A VARIETY 

OF NEW ENTERTAINMENT/INFORMATIONAL MEDIA .  

0 HOME VIDEO GA'ES, . . ,  7 . 5  M I L L I O N  UN 1Ts  -  1982 

14 M I L L I O N  UN ITS  -  INSTALLED 

BASE 

I BAS I C CAB LE I I 

I PAY CABLE I  I  I  

I  I  I  I  

I  I  I  I  

500,000-700,000 UN I 1T s  -  1982 

2 M I L L I O N  U N I T S  -  INSTALLED 

BASE 

28 M I L L I O N  HOUSEHOLDS ­ 

GR0W ING  AT A RATE or 250,000 

HOUSEHOLDS PER MONTH 

HAS PENETRATED INTO OVER HALF 
OF CABLE H O U S E H O L D S , , ,  
15 M I L L I O N  

I  PERSONAL COMPUTERS .  I  I  

)>PREVIEM :  QUALITATIVE STUDY 

G WE FOUND NO RESISTANCE TO THE 
TELEPHONE AS A MEDIA SOURCE .  

AMRI GON 

NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEM VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET COMPETITIVE OVERVIEW 

► I NERTI A AND PRODUCT ADOPT I ON* 

RAINDROP DOES NOT HAVE THE . I  I  

I CONVERGENCE PROBLEM. 

TECHNOLOGY 
coNSUMER Jz 

DEMAND / .  ���INFRASTRUCTURE 
CO-OP a�  -MANUFACTURER 

- D E L I  VERY 
SUPPLY  E N T I T I E S  -SOFTWARE SOURCE 

P R I C E  
E C O N O M I C S  

D;> Mos1 INNOVATIVE PRODUCTS ARE "ELD-UP" 

BECAUSE LACK OF CONVERGENCE IMPEDES 
INHERENT PRODUCT STRENGTHS, 

Reference:  Connect ions ,  dames Burke  
PBS T e l e v i s i o n  Ser ies/Book  

AMRI GON 
NOVEMBER, 1982.  

-  
-  
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MATTEL ELECTRONICS 

NEM VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET COMPETITIVE OVERVIEW 

CONVERGENCE AND DEMAND FOR OTHER 

NEW INDUSTRY P R O DU C T S . . . . · · · . , C A S E  EXAMPLES 

0 COLOR TELEV IS ION ,  • • . •  NEED PR ICE/VALUE IMPROVEMENT 
-COOP SUPPLY E N T I T I E S  , , , P R I C E  DROP SOMEWHAT AND 
- P R I C E  SOFTWARE GAMBLE BY NBC PAVED 

WAY FOR TAKEOFF, 

I QUAD SOUND .  4  4  I  I  I  D I F F E R E N T I A T I O N  NOT STRONG 

ENOUGH TO STIMULATE DEMAND, -CONSUMER  DEMAND 
- P R I C E  

I  VIDEOTEX/TELETEXT 
- INFRASTRUCTURE  

I  I  I  I  SLOWER PROGRESS BECAUSE 
NEED LARGE INFRASTRUCTURE .  

I  PO LAV I S I O N . .  
-  TECHNOLOGY 

I  I  I  I  I  I  COMPET ITIVE TECHNOLOGY 

SURPASSED PRODUCT .  

-ETC ,  •  •  •  •  

AMRIGON 
NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

MARKET/COMPETITIVE OVERVIEW 

► ENTERTAINMENT PERSPECTIVE 

SOME NEW PRODUCTS/SERVICES ARE DOI N G  BETTER THAN 

OTHERS I N  THE CONSUMER MARKET. 

THOSE DO ING WELL HAVE A STRONG ENTERTAINMENT 

D I M E NS I O N ,  THOSE EXPERIENCING PROBLEMS ARE 

INFORMATION ORIENTED .  

INFORMATION ORIENTED .  I  I  I  I  I  I  I  PROBLEMATICAL 

C 

THE S O U R C E , , ,  EXECUTIVE  T U R N O V E R . . ,  NoT EVEN THE 

RESOURCES  OF  R E A D E R ' S  D I G E S T  HAVE 
TURNED I T  AROUND .  L O S I N G  $5 - $7 

M I L L I O N  PER  Y E A R .  SMALL T E R M I N AL  

BASE,  ONLY 20,000 S U B S C R I B E R S . ,  
H I G H  ACCESS C H A R G E S ,  

AMRI GON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKETING STUDIES 

)> ARIGON QUALITATIVE STUDY 

II 3 SESSIONS 

0 4TH, 5TH AND 6TH GRADERS 

II ATTITUDINAL EXPLORATION 

I BEST VIDEO GAMES 

I COST 

I NEW GAME TESTING 

II REACTION TO CONCEPT OF RENTING GAMES 

0 INTRODUCTION OF GAMES-BY-PHONE CONCEPT 

I D ISCUSS ION OF PROS/CONS . .  I  

RATING 

0 D ISCUSS ION  OF ADVANTAGES/DISADVANTAGES 

OF S PE C I F I C  EXECUTION 

D I S C U S S I O N . . .  OTHER ADVANTAGES/ 

DISADVANTAGES, I  I  RATING 

II S P E C I F I C  EXECUTION AND COST 

I D I S C U S S I O N ,  I  I  RATING 

AMRIGON 
NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKETING STUDIES BACKGROUND 

► AMRI GON QUANTITATIVE STUDY 

0¢ TELEPHONE INTERVIEWS 

I HEAD OF HOUSEHOLD 

I VIDEO GAME I N  HOME 

(3) REACTION TO GENER IC  CONCEPT 

I LEVEL OF I N T E R E S T , , ,  5  PO INT SCALE 

(3) INTRODUCE "GOOD"/"BAD" POINTS 

"GOOD" 

I PREVIEW OF GAME 

I VARIETY 

I UNIVERSALITY 

0 CUSTOMIZE GAME FAC­ 

TORS 

"BAD" 

I HOUR INCREMENTS 

I EXTRA COST ATTACHMENT 

I SOME GAMES NOT AVAIL- 

ABLE I N  CARTRIDGE 

FORMAT 

I THREE M INUTE LOAD TIME 

G 

» (C) REACTION TO "APPOINTMENT" CONS TRAINT 

I LEVEL OF I N T E R E S T . . .  5  PO I NT  SCALE 

0 USAGE Q U E S T I O N . . .  S P E C I F I C  EXECUTION 

WITH PR ICE  

AMRIGON 
NOVEMBER,  1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKET DEMAND/POTENTIAL 

)>BAS IC  CONSUMER INTEREST 

RAINDROP CONCEPT IS  SUCCESSFUL WITH CONSUMERS 

AMRIGON QUANTITATIVE STUDY 

15%  

Percent Extremely/Very Interested 
.  by Knowledge L e v e l .  

6 ­  

4 ­  

2  

fl  

AFTER EXPLANATION AFTER "GOOD"  AND WITH "APPOINTMENT" 
OF GENERIC CONCEPT "BAD" POINTS CONSTRAINT 

Percent 

26 
25% 

24 

22 

20 

C 
18 

16  

14 

12 

0 GENER IC  CONCEPT DRAWS H I GH LEVEL OF CONSUMER ACCEPTANCE. 

0 SOME DROP I N  ACCEPTANCE AFTER FULL KNOWLEDGE, •• 

0 THE "APPOINTMENT" CONSTRAINT HAS ONLY MARGINAL INFLUENCE 
ON CONSUMER ACCEPTANCE. 

G 
*AMRIGON NOMINAL DATA: 
Moderately Strong P r o d u c t s . . .  1 5%-20% .  

**ADULT PERSPECTIVE 

AMRI GON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 
NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

MARKET DEMAND/POTENTIAL 

)>PRICE/REVENUE ISSUE 

STRONGEST APPEAL POINTS TO PR ICE FOCAL POINT 
oF $ ] , 0 0  PER  H O U R .  

. .  

AMRIGON QUANTITATIVE STUDY 

Pr ice  S e n s i t i v e  Ana lys i s  

$ . 5 0  <  $ . 5 0  $ 1 . 0 0  $ 1 . 5 0  $ 2 . 0 0  $ 2 . 5 0  

Percent :  55 

50 

45 

40 

35 

30 

25  

20 

1 5  

10 

5 

l] 

COST PER H O U R .  •  

< 

I  CUMULATIVE:  

I MARGINAL 
E F FI C I E N C Y :  

N/A 78% 5 1%  30% 17% 12% 

V Y  
-  %  

OPTIMUM P R I C E  
. 5 0  < $  < 1 . 0 0  

AMRIGON 
NOVEMBER, 1 9 8 2 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

MARKETING IMPLICATIONS 

(13) SOFTWARE AVA ILABIL ITY W ILL IAKE/BREAK CONCEPT 

(») NOVELTY or TECHNOLOGY/EASE or D ISTRIBUTION 

NOT MAJOR SELLING POINTS 

P R I C I N G  SENS IT I V ITY IMPORTANT 

50¢ S U P E R . . .  $1 , 00  G00D TO VERY 60 0 D . . .  

$ 2 . 0 0  FA I R  TO POOR. 

ASSUMING HARD CARTRIDGE AVAILAB IL ITY 

ST ILL  EX ISTS .  I  I  WANT TO AVOID "ARCADE 

COST TRAP" 

(3) IEC1ow PRoBLEMs 

CONSUMER C O N C E R N S :  DOES I T  T I E  UP MY PONE ? 

C O N V E N I E N C E  I S S U E S . . ,  

How Do I REQUEST MY GAME ? 

AMRIGON 
NOVEMBER, 1 9 8 2 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 
TRANS-STRATEGIC INVESTIGATION 

MARKETING SUMMARY 

► FIRST T IER  INVESTIGATION POINTS TO POTENTIAL 

0 RAINDROP IS  ON THE SPECTRUM OF ACCEPTABLE MEDIA 

(2) IMOEINTUM NOT BLOCKED BY LACK OF COWERGENCE 

(3) RKE/DEMAND ACCEPTANCE I S  READY Av» 

MODERATELY STRONG 

() $1 . 0 0  P E R  ouR PR I CE  FOCAL POINT  

AMRI GON 
NOVEMBER, 1982.  



TRANS-STRATEGIC INVESTIGATION 

·  RAINDROP 

E t ( gt  

MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

POPOSAL EXH I B I T  3  

TECHNICAL SECT I ON I I. I 

TECHNICAL 

- 2 SUB-PERSPECTIVES 
+ 4 + ·  t  ,  

D I S TR I B UT I ON  d TECHNICAL p TRANS M I S S I ON  

CAP AB I L I T I E S  

\  

C - · *  

C 

• DISTRIBUTION • • • • • • • •  NETWORK ALTERNATIVES, 

AT&T LONGLINES 

TOLL-FREE/ 80O 

CUSTOMER FLAT FEE 

LOCAL TELCO's/BOC's 

'  NON BELL NETWORKS 

TRANSMISSION CAPACITIES • NETWORK LOAD POINTS .  

AMRIGON 

NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

DISTRIBUTION ALTERNATIVES 

► TOLL FREE 800 TYPE SERVI CE 

NATIONAL OR REGIONAL TOLL FREE SERVICE 

PUTS UNACCEPTABLE COST PENALTY ON MATTEL 

II PREVIEW I  I  I  I  I  I  I  I  PHONE TOLL FREE I  I  I  

INCREASE ON SOFTWARE RENT 

CASE A , · ,  1607 

CASE B . . ,  2207 

II IMPLIES 

A . . ,  NETWORK FEES SHARED WITH MATTEL 

B . .  I  CUSTOMER SHARED BURDEN 

C . .  I  LOCAL OFFICE 

AMRI GON 

NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

DISTRIBUTION ALTERNATIVES 

)> NETWORK FEES SHARED WITH MATTEL 

POSS IB IL ITY SLIGHTLY ABOVE ZERO FROM 

TECHNICAL OR COOPERATIVE PERSPECTIVE 

II AT&T LONGLINES AND AT&T INTEREXCHANGE 

- CONCEPTUALLY UNABLE TO HANDLE JOINT 

VENTURE 

- SPEC IAL REGULATED TARIFF NECESSARY 

18 - 24 MONTH TIME FRAME 

COURT CHALLENGE POSSIBLE 

II NON BELL NETWORKS 

- ATTITUDE VERY POSITIVE 

- INBOUND NETWORKS - 12 MONTHS AWAY 

- REGULATED TARIFF STILL NECESSARY 

1 8 -  24 MONTHS 

AMRI GON 

NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

DISTRIBUTION ALTERNATIVES 

► CUSTOMER SHARED BURDEN 

HAS MOST VARIATIONS ,  I  I  HOWEVER ALL 
TECHNICALLY UNACCEPTABLE AND/OR IMPACT 
CONSUMER DEMAND NEGATIVELY, 

VARIATION RESULT 

( 1 ,  CUSTOMER CALLS LONG 
DISTANCE ,  ,  ,  ,  ,  ,  ,  ,  80% REDUCTION I N  DEMAND, 

2 . 0  900 SERVICE ,  ,  ,  ,  ,  ,  ,  DESIGNED FOR 1 INUTE OR LESS 
50¢/35¢ PER M I N U T E . , ,  EVERY 
5 CALL PASS THROUGH FoR 

CUSTOMER I NPUT, 

3 ,  0  976 SERVICE . . .  I  I  I  ,  S IM ILAR  TO 900 BUT REGIONAL ,  

G 

4 ,  0  520 S E R V I C E ,  ,  ,  ,  ,  ,  ,  RESTRICTIVE - LETS 1 I N  100 

PASS THROUGH .  

5 ,  I  ANNOUNCEMENT PROVIDER ,  ,  NEW REBILL SERVICE - 18 

MONTHS TO TARIFF - LOCAL 
TELCO ONLY, 

AMRIGON 
NOVEMBER, 1 9 8 2 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

DISTRIBUTION ALTERNATIVES 

► LOCAL OFFICE 

PREVIOUS CONSIDERATIONS POINT TO LOCAL 

BASED - BASE COMPUTER CENTER, 

$25,000+ HOUSEHOLDS 

I 40 METRO MARKETS. , , 64% OF POTENTIAL 

I 50 METRO MARKETS, , , 80% 

LOCAL AND NEAR ZONE CALLS TO BE CHARGED TO 

CUSTOMER MAY/MAY NOT BE ITEMIZED . 

MRI GON 
NOVEMBER,  1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

NETWORK CAPACITIES 

► MAX I MUM LOAD PO I NTS 

"MAXIMUM" DEPENDS ON MULTIPLEXING .  NATIONA.L/ 

REGIONAL COULD EASILY OVERLOAD NETWORK WITH 

MASTER PHONE NUMBER, 

EXAMPLE 

L A .  IRECENTER COULD HANDLE UP TO 6,000 

CALLS PER HOUR BUT REQUIRES 6 DIFFERENT 

PHONE NUMBERS, 

MRI GON 
NOVEMBER, 1 982 .  
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MATTEL ELECTRONICS 
NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

TECHNICAL SUMMARY 

)> F I R S T  T IER  INVESTIGATION POINTS TO LOCAL BASE 
_ COMPUTER CENTER 

Q) PHONE EXPENSE BURDEN POINTS TO LOCAL D I STR I ­  
BUT ION  

-  UNABLE TO SHARE TELEPHONE REVENUE 
WITH NETWORK PROVIDER 

- CUSTOMER SHARED BURDEN NON FEASIBLE/ 
REDUCED DEMAND 

2 CAPACITY PO INTS TO LOCAL DISTR IBUTION  

-  EASY TO OVERLOAD NATIONAL/REGIONAL 
WI RECENTER 

- LOCAL TRANSMISSION AT 1200 BAUD 
SHOULD HAVE 97+ QUALITY 

AMRI GON 

NOVEMBER, 1 9 8 2 .  
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-  
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MATTEL ELECTRONICS 
NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION 

SECTION I l l ,  I I  FINANCIAL 

FINANCIAL 

2  SUB-PERSPECTIVES 

- 

PROPOSAL EXH I B I T  4  

C 

OPERATIONAL 

PARAMETERS 

E CONOM I CS  

◄ F I NAN C I A L  ) 
CAP I  TAL/ OPERAT I ONAL 

REQUIREMENTS 

MONEY 

« PEOPLE 

0 OPERATIONAL E CO N O M I C S . . .  I  I  I  I  .  A .  MARKET ESTIMATES 

' 

CAPITAL/OPERATIONAL REQUIREMENTS, • •  NETWORK ECONOMICS 

LOCAL· vs • REGIONAL 
oR NATIONAL 

AMRIGON 
NOVEMBER, 1982.  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

MARKET ESTIMATES 

► METHOD A I  I  I  MARKET DEMAND/BUDGET BASED 

PART I :  14 M I LL I ON  GAME UN ITS 

x 25% VERY/EXTREMELY INTERESTED 

3 , 5  M I LL I O N  

x  30% INTEREST/PURCHASE TRANSLA­ 

T ION* 

D'> 1 . 0 5  tuo cusTo«r sr 

PART II :  . 7 5  CARTRIDGE P E R  MONTH PER  HOUSEHOLD 

x 12 MONTHS 
x $25 ESTIMATE RETAIL SALE OF  CARTRIDGE 

$ 225 ANNUAL FAMILY VIDEO GAME EXPENDITURE 

$ 50 ESTIMATE RAINDROP DIVERSION PER 

FAMILY P E R  YEAR (1 H R .  PER WEEK)  

1 . 0 5  M I LL I O N  »  s50 [es 
HOUSEHOLDS LT[< 

$50 M ILL I O N  ANNUAL 

REVENUE 

l 

S o u r c e :  P r e v i o u s  MRIGON/MATTEL ELECTRONICS  S TU D I E S  

AMRI GON 

NOVEMBER,  1982 .  
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MATTEL ELECTRONICS 
NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

MARKET ESTIMATES 

► METHOD B .  4  MARKET DEMAND/USAGE BASED 

PART I :  14 M ILL ION  GAME UNITS 
x 25% VERY/EXTREMELY INTERESTED 

3 , 5  M ILLION  
x  307 INTEREST/PURCHASE TRANSLA­ 

:> 
TI0N"  

1 . 0 5  M ILLIO N  CUSTOMER BASE 

PART II :  6  HOURS or  PLAY PER WEEK (6-8 H R s . )  
x  50 WEEKS 

300 M ILL ION  HOURS OF VIDEOGAME PLAY 
x 33% EST. OF CARTRIDGE/RAINDROP 
100 M I L L I O N  HOURS OF PLAY 

100 M I LL ION  x  50% W I LL I N G  TO (mi$> $50 M I L L I O N  
HOURS PAY $ 1 . 00 / H R .  ANNUAL REVENUE 

Source :  *Previous  AMRIGON/MATTEL ELECTRONICS STUDIES  

AMRIGON 
NOVEMBER, 1 982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

OPERATIONAL PARAMETERS 

► NETWORK DEMAND LOAD 

$50 M ILLION  IMPL IES  50 M ILL ION  CALLS 

WEEKENDS & HOLIDAYS WEEKDAY EVENINGS 

8 A / E S T . . . · ,  9  PM/PST 4 P M / E S T . . · · ,  9  PM/PST 

16 HOURS PER DAY 8 HOURS PER DAY 

( 

25 25 

I LL I O N  +  (32 H R s ,  x  52 M I L L I O N  +  (40 H R s .  52 

CALLS WEEKs )  CALLS 
WEEKs )  

·· D 
15,000 CALLS PER HOUR 12,000 CALLS PER HOUR 

­ 1000 

PORTS 

ON BASE COMPUTER 

1 PORT a 4 INS , = 1 5  CALLS 
\ PER HOUR ,_ 

AMRIGON 
NOVEMBER,  1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

OPERATIONAL PARAMETERS 

)> BASE COMPUTER REQUIREMENTS 

15,000 CALLS + 15 P E R  HOUR = 1000 

V 
2000 PORTS FOR 

PEAK TIMES 

C D 

p 

8 -  10 

BASE CO'IPUTERS 

EC /  

DP 11/34 @ 
e 

+ ;  

I= 

=l 
= 

­ 

\ 
m 3 ¥ 

i 

= 

G 

256 PORT CAPACITY 

* C o n s i d e r  PDP 1 1 / 2 3 .  

AMRI GON 
NOVEMBER,  1 9 8 2 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

OPERATION ECONOMICS 

)> LOCAL OPERATION CENTER 

S I NGLE  MACHINE INSTALLATION 

0 CAPITAL REQUIREMENTS (4 Y R .  AMORTIZATION 

C 

P D P 1 1 / 3 4 . . . .  · . .  

P R O C E S S O R ,  D I S C ,  

M U X , ,  O P E R ,  SOFTWARE 

I  I  I  $100,000 

PBX-ACD, . · ·. . · . . . . . $  50,000 

W I S C . . . .  I  I  I  I  I  I  I  I  I  

TOTAL: $200,000 

II OPERATIONS 

STAFF - 1 MANAGER $25,009 
1 OPERATOR 20,000 

$  45,000 

FAC I L ITY O V E R H E A D . . . .  25,000 

0 PHONE TRUNKS ,  . . . . . •  30,000 

( $100,000 

AMRI GON 
NOVEMBER, 1 9 8 2 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIVITY 

TRANS-STRATEGIC INVESTIGATION  

NETWORK ALTERNATIVES 

)> ECONOMIC COMPARISON 

C 

LOCAL - DISTRIBUTION 

@) 4 0 -  50 ARE1s' 

3 1 Ac e  res  "AR«ET 

(@) CPITAL CDS1TS=$200,000 
PER U N I T  

NATIONAL/REGIONAL CENTRALIZED 

) 1 1o 10 L0CAT1Os 

3) CLUSTER or ACHINES 

g) CAPITAL Cos1$-$200,000 
PER  U N I T  

G 

I  ANNUAL - $ 10 0. 0 0 0  I  ANNUAL 
- $100,000 

OPERATIONS OPERATIONS 

I CAPITAL - $ 50 . 0 0 0  I  CAPITAL $50,000 . 

AMORTIZATION J  AMORTIZATION 
$150,000 $150,000 

X 50 X 50 

$7 .5  M ILLION  $ 7 , 5  M ILL ION  

A 
I  TOLL FREE 

I  
PHONE EXPENSE 3 0 . 0  M ILL I O N  

)> $  37 .  5  M I  LU ON 

*80% o f  H o u s e h o l d  over $ 2 5 , 0 0 0 .  

50 M i 1 l i o n  C a l l s  x  60¢ Each .  

AMRI GON 
NOVEMBER, 1982 .  
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MATTEL ELECTRONICS 

NEW VENTURE ACTIV ITY 

TRANS-STRATEGIC INVESTIGATION  

F INANC IAL  SUMMARY 

)>FIRST  T IER  INVESTIGATION POINTS TO POTENTIAL 

(1) $50 M ILL I ON  MARKET DEMAND POTENTIAL 

(2) LOCAL BASE COMPUTER CENTERS FEASIBLE 

C FROM TECHNICAL AND F INANC IAL  PERSPECTIVE 

(3) OPERATIONAL cos1s APPROXIMATELY 

15% OF REVENUE 

AMRIGON 
NOVEMBER,  1 9 8 2 .  



DATE :  

T O :  

FROM: 

SUBJECT :  

M E  M  O  R  A  N  D  U  M 

December 1 0 ,  1982 

D i s t r i b u t i o n  

Gary Moskov itz  

MEETING  WITH CVC/GAMELINE PERSONNEL 

0IFDEITAL 

The f o l l o w i n g  personnel  from Control V ideo  Corporation  v i s i t e d  Mattel on 
December 7 t h :  

W i l l i a m  F .  von Me i s ter  -  Pres ident  
J o h n .  A  Kerr - Sen ior  V i c e  P re s i de nt ,  Market ing  

Mattel representat ives  i n c l u d e d :  

Peter P irner  
Stav Prodromou 
R i c h ard  Chang  
Gary Moskov itz  

CVC had contacted Mattel ( s e e  attached correspondence )  regard ing  t he i r  "Game­ 
L i n e "  s erv i ce  and any p o s s i b l e  Mattel interest i n  add i ng  our  M Network software 
to the "Game-L ine "  L i brary .  Present Game-L ine  serv ice  w ill be for Atari VCS 
game u n it s .  

Attached to t h i s  memo are the f o l l o w i n g  mater i a l s  re levant  to the d i s c u s s i o n s  
that followed :  

•  10/22  l etter  to Josh  Denham from John Kerr 
• 1 1 / 1 8  l etter  to Josh  Denham from John Kerr 
• Game-Line  Brochure 
• CVC-proposed  Agreement Form for forma l i z at i o n  of s u p p l i e r  

r e l a t i o n s h i p  
•  eve Question/Answer brochure for orga n i z at i o n s  interested 

i n  becoming  eve "Network A f f i l i a t e s "  

Meet i ng  H i g h l i g h t s  

I .  Background 

• The CVC/Game-L ine  o r g a n i z a t i o n  has been f inanced by C i t i  Corp ,  
I m a g i c ,  Hambrecht and Q u i s t ,  K l e i n e r ,  P e r k i n s ,  C a u l f i e l d  &  

Byers and S e ar s .  



CVC/GAMELINE 
December 1 0 ,  1982 
Page 2 

• I n i t i a l  c a p i t a l i z a t i o n  was $450 ,000  and $5 m i l l i o n  
a dd i t i ona l  i s  required u n t i l  p o s i t i ve  ca s h  flow occur s .  

•  Present agreements w i t h  software s u p p l i e r s  i n c l u d e :  

•  Imag ic  
•  Data Age 

• A c t i v i s i o n  and Atari both d e c l i n e d  i n  the past but 
supposed ly  are re-open i ng  d i s c u s s i o n s  

•  The b a s i c  operat ion  of "Game-L ine  i s  as  f o l l o w s :  

Consumer purchases  $ 4 9 . 9 5  "Command Modu l e "  
from reta i l  

•  Consumer c a l l s  800 number and reg i sters  on  
phone at $ 1 0 . 0 0  r eg i s trat i on  fee 

• T h i s  e n t i t l e s  consumer to r e c e i v e :  

•  Master Cata log  
•  Starter K it  of current game i n struct i o n s  
•  1  year s u b s c r i p t i o n  to "Game-L iner"  

Magaz ine  

•  Consumer then pays $ 1 . 0 0  per s e s s i o n  per game 
s e l e c t i o n .  Each s e s s i o n  to l a s t  about 30 
m inutes  for the average p l ayer .  

•  A  "Fast "  game ,  l i k e  A c t i v i s i o n ' s  "Dragster"  
m ight  be 80 p lays  for the $ 1 . 0 0  s e s s i o n .  

•  " s l o w "  game,  l i k e  " C h e s s "  m i g h t  g i ve  2  
p lays  for the $ 1 . 0 0  s e s s i o n .  

•  Consumer w i l l  a l s o  be a b l e  to choose to compete i n  
week ly and month ly contests for an  a d d i t i o n a l  fee ,  
but w ith  a  var iety of  awards a v a i l a b l e .  

•  Consumer s e l e c t i o n  i s  done v i a  a  s e r i e s  of menu 
screens on the t e l e v i s i o n .  A l pha-numer ic  informa­ 
t i o n  on the screen i s  se lected  v i a  joyst ick  movement 
of a  cursor and " F i r e "  button s e l e ct i o n  of  i n d i v i d u a l  
elements (see  the e nc l o sed  brochure and Q ue st i o n /  
Answer Pamph let for further d e t a i l s ) .  

I I .  Hardware 

• In  Con s umer ' s  Home 

The $ 4 9 . 9 5  Command Modu le  has the f o l l ow i n g  feature s :  

•  8K NMOS STATIC RAM 
• 4K ROM (Control  Program) 
•  2K CMOS RAM/with battery back-up  ( c o nta i n s  

owner/player p r o f i l e s )  
•  32 bytes of  EPROM (co n t a i n s  u n i t  s e r i a l  number )  
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Information  stored i n  RAM memory i n c l u d e s :  

•  downloaded game 
• p l a y e r ' s  best score per s e s s i o n  
•  p l a y e r ' s  cred it  card number 
• p l a y e r ' s  i d e n t i f i c a t i o n  number 
• p l a y e r ' s  c r e d i t  l i m i t  
•  p l a y e r ' s  name 
• p l a y e r ' s  age 

•  B u i l t - i n  900-1800 baud modem, u t i l i z i n g  packet sw i tc h i n g  i n  
a  h a l f  d u p l e x  i s o - synchronous  mode .  E i g h t  b i t  characters are 
u t i l i z e d  w i t h  2 10  characters/second capac ity .  A  normal 4K game 
cartridge  wou ld  then requ ire  20 seconds to down load ,  r a n g i n g  to 
40 seconds  for a "bad 1  i  n e " .  The modem u t il i z e s  the AMD 7 9 1 0  modem 
I C  c h i p .  

•  A u t o - d i a l e r ,  o perat i ng  for touch-tone  or rotary d i a l  t e l e p h o n e s .  

•  eve est imated  t h e i r  cost for the product ion  o f  the "Command Modu l e "  to be $ 2 7 . 0 0 .  

•  "Head End/Network" 

•  A master computer ,  headquartered i n  M c C l e a n ,  V i r g i n i a  w i l l  
a dm i n i s ter  the system,  u t i l i z i n g  both a n at i o na l  INWATS ( 800 )  
Serv i ce  and a number of l o c a l  "Network A f f i l i a t e ' s " ,  operat ing  
m u l t i p l e x o r s .  T h i s  ma i n  computer i s  a  Stratos u n i t ,  u t i l i z i n g  
4  hard d i s c  u n i t s ,  w i t h  f u l l  redundancy and power l o s s  protect ion .  

•  The eve Network a f f i l i a t e s  w i l l  have a m u l t i p l e x o r  (computer/ 
PABX comb i n at i o n )  t a i l o r e d  to i t s  l o c a l  c a l l i n g  a r e a ,  w it h  
commun icat ions  back  to the central computer i n  V i r g i n i a .  

I I I .  Sc hedu l e  

•  

•  CVC i s  current ly demonstrating  a  breadboard Command Modu le  interfaced 
to an App le  Computer .  

• P l a n s  c a l l  for a f i r st  production  run of 1 0 , 0 00  Command Modu l e  u n i t s  
commencing i n  A p r i l ,  1 983 .  I n i t i a l  marketing  w ill be v i a  d i rect  
response  u s i n g  E l ectron i c  Games m a g a z in e .  Game-L ine  w i l l  s u p po s ed ly  
be featured on the June "Summer CES "  i s s u e s  of  E l ectron i c  Games 
M a g a z i n e .  

•  CVC has not committed the product ion  to any vendor as yet .  

•  J u l y  i s  s c hedu l ed  to beg i n  quant i ty d e l i v e r i e s  at 1 5 , 0 0 0  u n i t s  per 
month ,  ramp ing  up  to 50 ,000  u n it s  per month .  eve targets to have 
600 , 0 00  u n i t s  i n  t h e i r  p i p e l i n e  ( i n s t a l l e d / a t  r e t a i l / i n  storage )  by 
ear ly  to m i d  1 984 .  

•  eve i s  u s i n g  a  s u i t e  at the Trop i c a n a ,  d u r i n g  WCES ,  i n  an attempt to 
s i g n  up  200-300 d i s t r i b u t o r s .  

•  Supposed ly  S e a r s ,  an i nvestor  i n  e v e ,  w i l l  not o n ly  s e l l  the Command 
Modu l e  at  r e t a i l ,  but w i l l  a l s o  a l l o w  CVC 8 0 0 - l i n e  operators to take 
cred i t  card a p p l i c a t i o n s  for a Sears charge card ,  w h i l e  consumers 
s i g n  up  for G ame - L i n e .  
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I V .  F i n a n c i a l /M ar k et i n g  E lements 

•  eve i s  target ing  a  20% penetration into the i n s t a l l e d  base of 
Atari VCS u n i t s  w i t h i n  3  years .  They b e l i e v e  they w i l l  penetrate 
on a s tra i g ht  l i n e  b a s i s  of  6}%/year .  

•  CVC b e l i e v e s  each  Game-Line  user w i l l  p l ay  5 -6  t imes  per month .  

•  eve has e s t a b l i s h e d  the f o l l o w i n g  revenue d i s t r i b u t i o n  c r i t e r i a :  

•  To the Games Software S u p p l i e r :  

1 5 %  of adjusted gross revenues from game s e s s i o n s  
i n v o l v i n g  the s u p p l i e r s  games (adjusted  for cred its  
due to defective/ incomplete  t r a n sm i s s i o n s ,  contest 
entry fees and u n c o l l e c t i b l e s ) .  Mr .  Kerr and 
M r .  von Me i ster  stated that add it i ona l  e lements  were 
negot i a b l e  w ith  each Games S u p p l i e r  such  a s :  
featured p o s i t i o n  i n  contest s ,  covers on Game L i n e r  
M a g a z i n e ,  m a i l i n g  l i s t s ,  b i l l  stuffer p l acement ,  
research  information  ( u s a g e ;  demograph ic s ,  e t c . )  

•  To the Network A f f i l i a t e :  

1 )  $ 0 . 1 0  for every game s e l e ct i o n  made by re lated  
s u b s c r i b er ;  2 )  New Subscr iber  Bonus for each  new 
Command Modu l e  reg istered  i n  the related territory;  
3 )  payment for future eve serv ice  (non-Game L i n e )  
at $ . I O  for f irst  m inute  and $ . 0 5  for each  a d d i t i o n a l  
m inute  ( or  f r a c t i o n ) .  

•  To the R e t a i l e r :  

$ 0 . 0 2 5  for every game s e l e ct i o n  made on every re l ated  
Command Modu le  s o l d .  

Summary 

The preceding  h i g h l i g h t s  the d i s c u s s i o n  items of  the meet i ng .  There was 
a d d i t i o n a l  d i s c u s s i o n  concern ing  C VC/Game-L i n e ' s  p lan s  for an I n t e l l i v i s i o n  
Command Modu le  and they expressed w i l l i n g n e s s  to work w it h  Mattel i n  some 
different arrangement .  

The meeting ended w i t h  two act i on  i t ems :  

1 )  M r .  Kerr/Mr. von Meister  wou ld  c a l l  Gary Moskov itz  on  
December 1 6 / 1 7  to rece ive  a  status report on Mattel 1 s  
thoughts to our a d d i n g  M  Network to Game-L i ne .  

2 )  Mattel requested an on-premises  demonstration and the 
CVC personnel  agreed to coord i nate .  
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After t h i s  m e e t i n g ,  several  i nterna l  Mattel  meet ings  were h e l d  to review the 
Game-Line  i nformat ion  i n  l i g h t  of  Ra indrop  and information  h i g h l i g h t e d  by 
Amr igon .  

Concerns ra i sed  are as  f o l l o w s :  

1 )  Legal constra ints  of  CVC agreement - W i l l i a m  Catron to 
rev iew ;  

2 )  R e a l i ty  of  traffic  l o a d s  on  l o c a l  m u l t i p l e x o r  of Game­ 
L i n e  proposal  versus  traffic l oads  c ited  i n  Amrigon 
a n a l y s i s ;  

3 )  Rea l i ty  of  l o c a l  network a f f i l i a t i o n  method of Game-L ine  
p r o v i d i n g  s u ff i c i e n t  serv ice  versu s  Mattel owned/operated 
l o c a l  centers .  

These and  other i s s u e s  w i l l  be h i g h l i g h t e d  i n  the upcoming  Ra indrop  B u s i n e s s  
A n a l y s i s .  

�  
G S M : p g  
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CONTROL VIDEO CORPORATION 
Creators of Gameline" 

· - -  

October 22, 1982 • ·  

Mr.  Joshua W. Denham 
President, MATTEL Electronics 
5150 Rosecrans Ave. 
Hawthorne, CA 90250 

Dear Mr. Denham: 

Control Video Corporation has developed an exciting new 
technology to deliver a variety of games, videotext and other 
software directly to Atari vCS systems via the telephone....the 
system uses a RAM cartridge, complste with high-speed modem and 
autodialer, (the C O M M A N D  MODULE ) which plugs into the vCS and 
connects to the telephone via a modular jack. It will retail for 
$39.95 plus a one time registration fee of $10.00. 

Our first service is GAME-LINE', a computer based library of 
Atari compatible games available on a "pay per-play" basis. 
GAME-LINE will feature real-time computer managed local, regional and 
national contests with prizes ranging from patches and T-shirts to 

full college scholarships. 

We have completed our initial financing with Citicorp Venture 
Capital, Hambrecht & Quist, IM,ASIC, and Kleiner, Perkins, Caulfield & 

Byers. A C O M M A N D  MODULE prototype has been completed and 
production prototypes will be operational before year-end. Initial 

production deliveries are scheduled for April of next year. 

We believe the GAME-LINE system offers a number of valuable 
opportunities for you as a developer/manufacturer af VC S compatible 
software, and we would like to arrange an appointment to present our 
system and these exciting opportunities for your consideration. Bill 
von Meister, the founder and president of GAME-LINE, and I will be in 
California the week of November 1 through 4. IIl call you next week 
to see if we can set a date to get together. 

Sincerely yours, 

1 0  
ju ' - - 4 k  cu 

John A. Kerr 
Senior Vice President 
Marketing 

JAKhs 

1 5 0 0  Planning Research Drive € McLean, Virginia 2 2 1 0 2  € (703) 448-8700 



November 8 ,  1982  

Mr.  Joshua W.  Denham 
President 
Mattel Electronics 
5150 Rosecrans Avenue 
Hawthorne, CA 90266 

Dear Mr. Denham: 

c7 7o 

- - 

­ 
- - -  
- - -  

CONTROL VIDEO CORPORATION 
Creators of Gameline" 

+y pRnRT' 

NOV 1 6  1982 

Recently I wrote to you about GameLine our new system for,delivering a variety of 
games, videotex, and other software directly to Atari VCS systems via the phone. 

I was unable to reach you to schedule an appointment to discuss GameLine on our 

recent trip to the West Coast but I wanted you to have the enclosed brochure for 
further information. 

Everything is proceeding on or ahead of schedule. In addition to IMAGIC, we have 
reached preliminary agreements with Sears and Data Age to participate in GameLine. 
We definitely would like to have you join u s .  

To that end,  I ' l l  be calling you shortly to schedule an appointment on our next 
trip West,  presently scheduled for the beginning of December, to discuss the 
many advantages GameLine offers you. I f ,  in the interim, you will be in the 
East, or require further information, please call me .  

JK:b 

Enclosure 

1 5 0 0  Planning Research Drive c McLean, Virginia 2 2 1 0 2  (  (703) 448-8700 





IT'S ARRIVED! 

By adding Gamelinerto your present Atari Video Computer System" or 

Sears Video Arcade", your TV screen comes alive with a vast selection oft 
top selling: video games! Play them to your brain's delight. They're all there. 
for you:in your own home! t  

3# )l' 

It answers.a powerful consumer demandin an explosive market: 
+ -  the home video.game industry. 

&  •  •  •  

t Imagine! 
gssc. Using a Gameline Command Module" to play any number of 

l ii games in the Gameline library! > 
• · •. •·· . . .  •• ->;• • •  -•"�· • . • • • . ' . • • . . 

auk Competing with Gameliners everywhere (Gamelining) to find out 
«" howgood you.really are! 
if Selecting.the game you plan to conquer next! 

~ • ... '.�-�-:_<_·•·_· · · .... ·,.•. Winning:_· supert priiestasi you .. provef yourself: against nationally rated players! 
· is %  .  

.  .  .,�, , '":t'Be;oming:a, master! atra, g a m e i j u s H  a p p e a r i n g ,  one the market! 
•  .  ..  _ .  "1  .  

-♦- · : And:even·communicating.�witfrfellow�GaineLiners· and:game�creators 
s1  through GameLine's exclusive electronic mail system "MailLine!"" 

", 

We know you're good, but GameLine makes you better! 
,·,  ,  ,.:· . , .,.,. c \:;. ,; . -. __ ;1t,•• .,- __ ,:�-.• •·• ;. : - .-:• - ;-. ' - • .  --r:.:.c- . • 

GameLine thrusts you through the barriers of arcades and cartridges, out 
into a new world of choice, elite competition, and fingertip control. 

The hottest technology is here for the hottest market! 

-  -  . • . .  -  .�,:..-.::-•_. __ 

The most creative application of today's entertainment technology. 

i % c t . t i  



Get a Gameline Command Module at your nearest video games dealer. 
� 

Following.the simple, speedy hook-up instructions, you l ink your tele­ 
phone and.Atari@ VCS" or. Sears Video Arcade" together. That brings in 
GameLine. Powerful. GameLiner computers are ready to energize your 
system. Hit the select switch on your terminal 

Your television screen says "ZAP! HERE'S GAMELINE!" 
You're on. 

Either way, it's super fun! Reach out and play someone! 

I  

L.-El 
.  . . .  ,. 

Standard TV 

I 
[ I  
f l  

i  

I l  

;  

g  € ]  

6 s  %S'  
o[ ="Gameline 

0 0  

o o  Ey Computer 
0 0  .­ 

POW! Here comes aline-up of games for your review and selection, all 

controlled by your GameLineCommand Module. Make your choice and 
just hit your blaster button! 

Now, you can really go for it: up.to an hour's worth of play for a one­ 
dollar tab posted automatically to your credit card. All when you want, with­ 
out a cartridge, right at home! 

Your highest score can be stored automatically by GameLine. Get your 
local and regional-rankings instantaneously even your national ranking­ 
with winningest players awarded.game credits, spiffy prizes, and.invitations 
to national: play-offs! Repeated demonstrations of superior play wil l earn T­ 
shirts, game jackets, shoulder patches (so your friends will know) and the 
respected:title, GameLine±"VideoMaster''. 

If you want to practice up before entering GameLine contests, you can 
buy the cartridge at a discount from any participating GameLine dealer. 

ANOTHER GAMELINE EXCLUSIVE! 



- - - - 
- -  

•  
- - -  
- - -  
- - -  -  - - - -  -  

-  - - - -  -  
- - -  

Atari, Atari VCS, and Atari-Video Computer System are all trademarks of Atari, Inc. 
Video Arcade is a trademark-of Sears Roebuck & Company 

Gameline, MailLine, and Command Module are trademarks of Control Video Corporation. 

CONTROL VIDEO CORPORATION 

1500 Planning Research Drive, McLean, Virginia 22102 

Simply having fun is reason enough! But there's even more: 

Take the practically unlimited selection of GameLine games, for exam­ 
ple. You can't get that kind of variety at any arcade in town. 

And GameLine's right i n  your home! 

Look at: the practical side too: GameLine offers valuable prizes. Try games 
out on Gameline; then buy the cartridges at your local store. Become an expert! 

And, there's the competition: who hasn't wanted.to take on the world. 
when the action starts! Gameline electronically projects you into the world 

arcade of Gameliners everywhere. There's always a challenger waiting tot 
be trounced! % 

Remember: while you're fighting your battles, you can earn such 
premiums as: game credits; T-shirts, home computers, trips to GameLine's 
big-time play-offs; even a college scholarship! 

And, finally, it's all kept up to date by the monthly GameLiner maga­ 
zine: pages of action-packed previews. New games, new champions, tips 
on reaching:new Gameline highs! 

ZAP! THAT'S IT! 
THAT'S GAMELINE. 
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AGREEMENT 

Control Video Corporation (hereinafter) referred to as "CVC")  and 
r.- d  [iames boftware Level0Def 
(hereinafter referred to as "GD), for i t s e l f  and i t s  s ub s i d i a r i e s ,  have agreed 
as follows:  

1 .  GSD sha l l  furnish eve with  a  l i s t  of a l l  video games presently or 
in  the future owned or controlled by GSD, as wel l  as copies of the games themselves 
i n  a  machine readable medium with annotated l i s t i n g s ,  and an exc lus ive  l i c e n se ,  
excepting any system developed and operated by GSD, to distribute such games 
electronica l ly  via telephone l i n e s ,  cable  te lev i s ion  systems, low power te lev i s i on ,  
and s i m i l a r  electronic d i stribution  systems, to subscribers worldwide for their 
personal ,  non-commercial use.  GSD w i l l  provide eve with any ava i l ab le  marketing/ 
promotion materia ls  i n c l u d i n g  camera ready artwork e nab l i n g  CVC to promote GSD ' s  
games in  connection with  the GameLine System. CVC may offer new game releases 
via the GameLine System simultaneously with the release of the games to d i str ibutors ,  
wholesalers or retail  stores. A l l  other releases may be d istr ibuted  by CVC v ia  
GameLine at any time. 

2 .  This Agreement sha l l  continue in  effect for five ( 5 )  years from the 
commencement of the GameLine service and thereafter from year to year, un less  
at any time after the i n i t i a l  five year period the parties agree to renegotiate 
the Agreement, in  good fa ith .  

3 . C v C  sha l l  have the right to make l im ited  copies  of each game provided 
by GSD pursuant to th is  Agreement for CVC ' s  internal use i n  putting the game on 
the GameLine System only .  CVC s h a l l  have the right to make modifications to each 
game provided by GSD pursuant to th i s  Agreement i n  order to put the game on the 
GameLine system. Any changes sha l l  not effect the presentation or p l ayab i l i ty  of 
the game. 

4. CVC w i l l  transmit games over the GameLine network which a subscriber 
must pay a per-sess ion  fee to p lay .  eve w i l l  pay to GSD a l i cense  fee equal to 
1 5%  of adjusted gross revenues derived from game sessions  involv ing  GSD ' s  games. 
A game sess ion  s ha l l  consist  of a number of plays of a selected game, with GSD 
providing estimates of the number of plays per sess ion  such that the average 
player w i l l  receive about one h a l f - hour ' s  playing t ime .  Adjusted gross reve­ 
nues s h a l l  mean total game session b i l l i n g s  less credits a l lowed subscribers 
for defective or incomplete transmissions and adjustments for contest entry 
fees and uncol lectab le  accounts .  

5 .  CVC reserves the sole  right to set the prices at which i t  s e l l s  
game sess ions  to its  customers, and to adjust such prices from time to time .  
However, i t  i s  C VC ' s  present intent to charge $1 . 00  per session so ld .  

6. GSD agrees to grant to CVC the reasonable and l imited right to 
provide "free" game sessions for promotional efforts. Such promotional 
efforts may inc lude "free" or "bonus" transmissions of game sessions  selected 
by CVC from among GSD ' s  games for promotional and contest award purposes as 
are i n  C V C ' s  judgment necessary or des irab le  to attract new subscribers or 
increase subscriber u t i l izat ion  of GameLine. 

7 .  Once each month,  eve w i l l  report to GSD the total number of game 
sessions played during the preceding month i nvo lv i ng  games supplied by GSD and 
remit the sum due in  accordance with paragraph 4 .  and 6 .  above. The reports 
accompanying such payment w i l l  i n c l u d e ,  at a min imum ,  the number of sessions 
played of each of GSD ' s  games accompanied by demographic data relative to those 
game sess ions .  

8 .  The terms of t h i s  Agreement are confidential  and neither CVC nor GSD 
sha l l  d i s c lo se  such terms to any third party without the prior written consent of 
the other. 

9 .  GSD and CVC may enter i nto  a  more deta i l ed  agreement embodying the 
terms and cond it ions  hereof ,  and such add it iona l  prov iss ions  as the parties may 
agree .  Unt i l  such time th i s  Agreement sha l l  be b i nd i ng  on the part ie s .  

ACCEPTED AND AGREED 

BY: 

TITLE: 
--------- 

DATE: 

ACCEPTED AND AGREED 

CONTROL VIDEO CORPORATION 

BY :  

TITLE: 

DATE: 
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Gameline is the first service of CVC, animating through technology today the home 
entertainment center of tomorrow. 

You will own and operate one or more eve Multiplexors, as well as your own CVC 
Control Terminal. 

It is an electronic device that combines a number of local telephone l ines into one 
long distance telephone l ine that is connected to Gameline host computers, thereby re­ 
ducing the cost per long distance call from as much as $.50 to as l ittle as $.03 (average 
$ . 10 )  per minute. In effect, by spending capital dollars for equipment, on-going (expense) 
dollars are substantially reduced. 

INWATS (800) service costs $ . 1 8  to $.35 per minute, depending on the caller's loca­ 
tion and the time of day the call is placed. CVC will, of course, use INWATS for appro­ 
priate applications such as customer service calls, and in our national back-up system to 
provide uninterrupted service to your subscribers in the event of a CVC Mult iplexor fail­ 
ure. 

It is a communicat ions device that allows you to send and receive messages to or 
from eve headquarters or to your subscribers .  

CONTROL VIDEO CORPORATION 

1 5 0 0  P lanning Research Drive € McLean, Virginia 2 2 1 0 2  €  (703) 448-8700 



You need no previous training or experience to own and operate a CVC Mult iplexor. 
Once the unit is installed and operating, it can be left unattended, except for repair calls. 

CVC will be in constant contact with you via your CVC Control Terminal and our 
- exclusive "Mai ll ine"" "electronic message system. You wi l l  receive frequent status and 

usage reports, as well as system fai lure notif ications, and you wi l l  be able to make your 
own on- l ine inquir ies concerning revenues and sales trends, etc. CVC's professional te­ 
lecommunications staff will be at your disposal v irtual ly 24 hours per day to assist you in 
maximizing the return on your investment. 

CVC provides you with two days of free training ( inc lud ing travel and lodging ex­ 
penses) at our headquarters location in McLean, Virgin ia or at CVC's Regional Training 
Centers. During that t ime ,  you wi l l  be taught how to operate your CVC Contro l Term ina l  
and how to communicate with CVC using "Mai lL ine" .  In addit ion, you will learn how to 
d iagnose and replace faulty CVC Mult iplexor modules, guided remotely by our trouble 
shooting professionals. 

You make money in three ways : 

1 .  You will receive $ . 1 0  for every game selection made by your subscribers , the 
players in your telephone area. 

2. You will be paid a New Subscriber Bonus for each Gameline Command Mod­ 
ule TM registered in your exc lusive terr itory. 

3. As future CVC services (such as news , sports scores and home banking) extend 
the amount of t ime your subscribers use your CVC Mult ip lexor ,  you will continue 
to receive $ . 1 0  for the first minute of usage ,  p lus S.05 for each addit ional minu te 
or fract ion thereof on all calls made through your equipment. 

Gameline makes money by charg ing subscribers for the r ight to try out new video 
games before purchasing them in cartridge form .  as well as for the opportunity to test 
their skills in local ,  state, and nat ional contests (for prizes) against fellow Gameline rs 
down the street , across the country, or around the wor ld .  

2 



CVC wil l install and operate some mult iplexors of its own, but we need CVC Net­ 
work Affiliates to secure the broadest possible market coverage in the shortest possible 
time. In addition, by l iving and working within their territories, CVC Network Affiliates pro­ 
vide the monitoring and feedback of local condit ions that allow us to maximize market 
potential in those local it ies. 

Your territory is determined by your local telephone calling area. 

Subscribers are added when they purchase a Gameline Command Module in re­ 
sponse to advertising and retail promotion. Subscribers must also register the Command 
Module via a toll free call to our customer service center. The Module is then automati­ 
cally programmed to dial your eve Mult ip lexor.  All b i l l i ng is computed directly by CVC 
and posted to subscribers' credit cards: non-credit card subscribers will be required to 
pay a modest deposit as well as a $5 min imum monthly fee. 

Your investment will be determined by the size of the CVC Mult ip lexor required for 
your exclusive territory. A modest amount of working capital wi l l  also be required to fund 
local telephone l ine costs and network access charges unti l  you achieve break-even 
cash flow. Only applications for territories where the local calling area exceeds 100,000 
homes will be considered. 

For example, a territory of 200,000 homes would require a s ingle CVC Mult iplexor 
with 1 2  P o rt s .  The costs are:  

• $ 5 , 500 per Port ( in four Port increments)  
•  $45 per Port for Network Access E quipment rental 
•  Approximately $25 per month for each 

l o c a l  t e l e p h o n e  l i n e  (4 l i n e s  @ $25) 
e S p a c e  rental , insurance and appl icable taxes. 

$ 6 6 ,000/one time charge 
540/month 

100 month 

2 50/month 

No .  You purchase the required amount of CVC Mult ip lexor equ ipment  and rent the 
Network Access equipment ,  bu t  you need on ly pay for four local l i nes from  the t ime that  
there are at least 5 0 0  G amel ine C o m m a n d  M o d u l e s  r e g i s t e r e d  in  you r  area . . .  u n t i l  
your call volume grows to where addit ional l ines are r e q u i r e d .  G a m e L i n e  w i l l  inf o r m  you 
of such req u i rements on a month l y  basis or you may examine your usage statis t ic s  at 
any t ime u s i n g  your  eve Contro l  Terminal.  



All of these numbers are determined by a process called "Telecommunication Traffic 
Engineer ing" (TTE) that is also used by every local telephone company and AT&T Long 
Lines. TTE takes into consideration the percentage of the total day's traffic that occurs in 
the busiest hour, the average length of each all (call holding t ime) ,  the size of each 
group of l ines available to accept calls,  and the probability of the subscriber getting a 

. busy signal when calling Gameline. CVC's TTE is based on reaching 4% of the house­ 
holds in your territory within three years, and on the assumption that the average house­ 

hold wil l  call Gameline five t imes each month with each call averaging 60 seconds in 
duration. All TTE factors will be periodically reviewed by CVC's staff of professional 
traffic engineers. Written reports and recommendations will be provided to you.  

If GameLine's penetration of your territory exceeds 4%, and/or if the average num­ 
ber of calls per household exceeds 5 per month , you will be required to add add i t ional 
Ports . 

' + '  

As a eve Network Affiliate ,  you w ill own your eve Mult iplexor and may use the ITC 
and depreciation expense associated with that ownersh ip in preparing your Federa l  and 
State Income Tax returns. Your accountant will be able to adv ise you how best to apply 
your ITC and depreciation pr ivi leges. 

You w ill be required to provide up to 1 0 0  square feet ( 1 0 '  1 0 ' )  of temperature 
and humidity controlled (air condit ioned) space for your CVC Mu l t ip lexor .  This space 
must be located so as to serve your local calling area properly and must have access to 
telephone faci l it ies suff icient to handle the call volume projected for your subscriber pop­ 
ulat ion. The location must be approved by CVC's Field Engineer ing department and ,  due 
to the number of telephone l ines required ,  should probably be in the basement or ut i l i ty 

·  - section of a commercial office bu i ld ing .  

Total mul t ip lexor system fai lures are ex tremely rare . and power outages of up to one 
hou r  are accommodated by the Uninterrup t ib le Power System (UPS) prov ided with your 
un i t .  S ing le l ine module or modem fa i lures are au tomat ical ly detected by CVC's Network 
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Control Center (NCC), and the affected telephone l ine is made to "look busy" so that 
incoming calls automatically skip over to the next available l ine .  The NCC wil l  be staffed 
24 hours a day and wi l l  notify you of the fa i lure virtually as it occurs. Ninety percent of 
such fai lures can be cured by replacing the faulty module from the · ·spares k if '  furnished 
with your CVC Mult ip lexor, under the. guidance of our NCC engineers. The NCC's re­ 
mote diagnostic capabi l i ty will often be able to diagnose a fault even before it results in a 
service interruption. 

Final ly ,  should a total fai lure actual ly occur, our planned field engineerirg support 
. group wil l  normally be able to help you correct the problem w i th in less than e ight hours .  

(Surpr is ingly perhaps, your subscribers w i l l  remain virtually unaffected ; their Gameline 
- Command Modu les w ill be automatically switched to dia l  our back-up INWATS network 

until your CVC Mult ip lexor is back on- l ine . )  

Other than a modest complement of spare parts (the Spares K it) prov ided w ith your 
CVC Mult ip lexor, no other inventory is required. 

It wil l  normally take approximately 90-120 days from execution of a Network Affi l iate 
Agreement with CVC unti l  your eve Mult ip lexor is instal led and operating. However, 
during this t ime CVC will immediately beg in to bui ld your subscriber base using our IN ­  
WA TS network. 

CVC currently knows of no s imi lar ( i .e . ,  telephone based) serv ice in any stage of 
deve lopment , and considers its Gameline Command Modu le technology to be protect­ 
able under U.S .  Patent Law. There are, however, at least two cab le television based 
services that offer games on a monthly subscription basis (Mattel E lectronics '  PLAYCA­ 
BLE and the GAMES NETWORK from Internationa l Cablecasting of Salt Lake C ity .) Be­ 
cause of the lack of two-way cable facil it ies ,  these services are unable to hold and score 
contests, a major attraction of Gameline, or to offer games on a "pay-per-play" basis .  

Supply us w ith a descript ion of your local ca l l ing area (ava i lable from the introduc­ 
tory pages of your local te lephone directory) .  Un less prohib i ted by your state law ,  we w ill 
prepare "high -med ium- low" revenue projections and a return-on- investment ana lysis of 
your proposed territory . Shou ld these projected results meet with your investment objec­ 
tives ,  we wi l l  arrange a mutual ly convenient appointment to hold further discussions. 

5 



Technology. The explosive growth of the video game industry will result in 1982 
sales of nearly $ 1 0  bill ion;  $7 billion in arcade revenues and $3 billion in home game 
playing equipment, of which the Atari" and Sears Video Arcade" share is nearly 80%. 

Gamel_ine is designed to distribute games and information to the huge instal led base of 
Atari® Video Computer Systems™ and Sears Video Arcades TM (game terminals) .  

The Gameline system consists of powerful host computers, a toll free communica­ 
tions network, and the Gameline Command Module which plugs into the subscriber's 
game terminal and telephone. The Command Module, consisting of a modem, digital in- 

- terface and memory bank, will retail for less than $50. 

Using the Gameline system is extremely simple: the subscriber plugs the Command 
Module into the game terminal and the connecting cable into a modular jack on the tele­ 
phone. Through your Multiplexor's telephone l ine(s) ,  dialed automatically, the television 
screen displays a complete l ine-up of games for selection from the huge Gameline l i­ 
brary. The subscriber now has the abil ity to select any game desired, simply by using 
the "joystick" connected to the game terminal . Since the host computer has already 
identified the subscriber by "reading" the serial number in the Command Module, a 
charge (say, 1 0  plays for S$ 1 )  is automatically posted to the credit card of that subscriber .  
After the final play , the television screen thanks the user and, in the spirit of positive 
market relations, directs him to the nearest video dealer slling that particular game car­ 
tridge . 

During play , the Gameline Command Module stores the name of the game selected 
and identifies the user and his or her highest score achieved ! Each week the highest 
score entered can earn such premiums as game credits, T-shirts, home computers , trips 
to Gameline's big-time play-offs, even college scholarships !  THAT'S thorough, stream­ 
l ined ,  practical techno logy! 

Beyond Gameline, the potential of CVC is staggering .  In the near future, a long l ist 
of activities wil l  be directed from the home. Not only wil l  we continue to play video 
games ,  but we wil l  make bank deposits, pay our bi l ls ,  even send and receive mail-all 
through the TV. 

The developer of CVC technology and the founder of this corporation is W ill iam F. 
von Meister ; repeated technological success is woven throughout his corporate leader­ 
ship background, chiefly with TDX Systems, Western Union E lectronic Mai l ,  and THE 
SOURCE .  

Promotion. A revolutionary product is not enough .  It must be marketed creatively to 
gain exceptional publ ic awareness . CVC has retained TYL Associates Publ ic Re lations & 

Advert is ing of McLean, Virgin ia,  specialists in the promot ion of technolog ical projects , to 
promote Gameline .  This campaign will bo lster your revenues as the sales of Command 
Modules dramat ically expand Gamelin ing in your calling area .  

Atar i .  Atari VCS. and Atari Video Computer System are al !  trademarks of Atar i .  Inc. 

Video Arcade is a trademark of Sears Roebuck & Co 
me!ine Mall ine.  and Command Module are trademarks of Control Video Corporation 

6 


