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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

™ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the Quarterly Period Ended June 30, 2007

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d)OF THE SECURITIES
EXCHANGE ACT OF 1934
For the Transition Period from to

Commission File No. 0-17948

ELECTRONIC ARTS INC.

( Exact name of registrant as specified in its chajte

Delaware 94-2838567
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization Identification No.)
209 Redwood Shores Parkway
Redwood City, California 94065
(Address of principal executive office (Zip Code)

(650) 628-1500
(Registrant’s telephone number, including area gode

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastgs. YESY NOO

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRnle 12b-2 of the Exchange Act. (Check one):

Large accelerated filé Accelerated filed Non-accelerated fileO
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxge Act). YESO NOM
As of August 2, 2007, there were 311,938,373 shafrtfse Registrant's Common Stock, par value $@€&dlshare, outstanding.
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PART | — FINANCIAL INFORMATION

Item 1. Condensed Consolidated Financial Statemen¢s/naudited)

ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
(In millions, except par value dat

ASSETS

Current asset:
Cash and cash equivalel
Shor-term investment
Marketable equity securitie
Receivables, net of allowances of $176 and $2kpedtively
Inventories
Deferred income taxes, n
Other current asse

Total current asse

Property and equipment, r
Investments in affiliate
Goodwill

Other intangibles, ne
Deferred income taxes, n
Other asset

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Accounts payabl
Accrued and other current liabilitit
Deferred net revenue (packaged goods and digitaend)

Total current liabilities

Income tax obligation
Deferred income taxes, n
Other liabilities

Total liabilities
Commitments and contingencies (See Not

Stockholder' equity:

Preferred stock, $0.01 par value. 10 shares aut

Common stock, $0.01 par value. 1,000 shares aattyrB12 and 311 shares issued and outstand
respectively

Paic-in capital

Retained earning

Accumulated other comprehensive inca
Total stockholder equity

TOTAL LIABILITIES AND STOCKHOLDERS ' EQUITY

See accompanying Notes to Condensed Consolidatadidial Statements.

(@) Derived from audited financial statemer

June 30,
2007

March 31,
2007 (a)

$ 1,371
1,26¢
341

25¢€
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In millions, except per share da

Net revenue
Cost of goods sol

Gross profi

Operating expense
Marketing and sale
General and administratiy
Research and developmt
Amortization of intangible:
Restructuring charge

Total operating expens

Operating los!
Interest and other income, r

Loss before benefit from income tay
Benefit from income taxe

Net loss

Net loss per shar
Basic and Dilutet

Number of shares used in computati
Basic and Dilutet

See accompanying Notes to Condensed Consolidated¢tal Statements.

Three Months Ended

June 30,

2007 2006
$ 39t $ 41c
16€ 16¢€
22¢ 24E

82 77

71 59

25C 21€

7 6

2 6

412 364
(183 (119
27 21
(15€) (98)
(29 1
$ (132 $ (8D
$ (0.42 $ (0.26)
311 30¢€
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended
(Unaudited) June 30,
(In millions) 2007 2006

OPERATING ACTIVITIES

Net loss $ (132 $ (8
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation, amortization and accret 36 35
Stocl-based compensatic 28 37
Change in assets and liabiliti¢
Receivables, ne 13¢ 15¢
Inventories (20 3
Other asset (45) 12
Accounts payabl (74) (50
Accrued and other liabilitie (139 (142)
Deferred income taxes, r (36) (11)
Deferred net revenue (packaged goods and digitdént) 36 —
Net cash used in operating activit (199 (38
INVESTING ACTIVITIES
Capital expenditure (14) (38)
Purchase of marketable equity securities and invexsts in affiliate: (277) —
Proceeds from maturities and sales of «term investment 641 19¢€
Purchase of shc-term investment (897) (147)
Net cash provided by (used in) investing activi (547 11
FINANCING ACTIVITIES
Proceeds from issuance of common sl 18 37
Excess tax benefit from stc-based compensatic 8 4
Repayment of note assumed in connection with aitiquns — (19
Net cash provided by financing activiti 26 27
Effect of foreign exchange on cash and cash eciits 5 6
Increase (decrease) in cash and cash equiv: (70¢) 6
Beginning cash and cash equivale 1,371 1,24z
Ending cash and cash equivale 663 1,24¢
Shor-term investment 1,52¢ 983
Ending cash, cash equivalents and sterm investment $ 2,18¢ $ 2,231

Supplemental cash flow information:
Cash paid during the period for income ta $ 2 $ 27

Non-cash investing activities:
Change in unrealized gains on investments

©

66

¥
(o2}

See accompanying Notes to Condensed Consolidatadidial Statements.
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(1) DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATDN

We develop, market, publish and distribute intévacsoftware games that are playable by consunrexgdeo game consoles (such as the
Sony PlayStatiofi2 and PLAYSTATION® 3, Microsoft Xbox 360" and Nintendo Wii* ), personal computers, mobile platforms (including
cellular handsets and handheld game players sutte &dayStatio Portable (“PSP"”) and the Nintendo D%') and online (over the

Internet and other proprietary online networks)m8mf our games are based on content that we édeos others (e.g., Madden NFL
Football, Harry Potter and FIFA Soccer), and sofmeuo games are based on our own wholly-ownedlattlal property (e.g., The Sinis

and Need for Speed). Our goal is to publish titles with mass-markepeal, which often means translating and localizivegn for sale in
non-English speaking countries. In addition, we @tempt to create software game “franchises”dlatv us to publish new titles on a
recurring basis that are based on the same profiet@ynples of this franchise approach are the dritamations of our sports-based products
(e.g., Madden NFL Football, NCARFootball and FIFA Soccer), wholly-owned propertiest can be successfully sequeled (e.g., The Sims,
Need for Speed and Battlefield) and titles basebboc-lived literary and/or movie properties (e.g., Larftthe Rings and Harry Potter).

The Condensed Consolidated Financial Statementsnatedited and reflect all adjustments (consistinly of normal recurring accruals
unless otherwise indicated) that, in the opiniomahagement, are necessary for a fair presentattittre results for the interim periods
presented. The preparation of these Condensed [ftated Financial Statements requires managemeanaie estimates and assumptions
that affect the amounts reported in these Conde@sedolidated Financial Statements and accompamgtes. Actual results could differ
materially from those estimates. The results ofajpens for the current interim periods are notessarily indicative of results to be expected
for the current year or any other period.

Certain prior-year amounts have been reclassifiebhform to the fiscal 2008 presentation.

These Condensed Consolidated Financial Statemleoisdsbe read in conjunction with the ConsolidaEathncial Statements and Notes
thereto included in our Annual Report on Form 1@Kthe fiscal year ended March 31, 2007, as filétth the United States Securities and
Exchange Commission (“SEC”) on May 30, 2007.

(2) FISCAL YEAR AND FISCAL QUARTER

Our fiscal year is reported on a 52 or 53-weekqgktihat ends on the Saturday nearest March 31re3uits of operations for the fiscal years
ended March 31, 2008 and 2007 contain 52 weekeaddn March 29, 2008 and March 31, 2007, respagti©ur results of operations for
the fiscal quarters ended June 30, 2007 and 20@@icol3 weeks and ended on June 30, 2007 and.,JRBO6, respectively. For simplicity
disclosure, all fiscal periods are referred toradireg on a calendar month end.

(3) FINANCIAL INSTRUMENTS
Marketable Equity Securities

Our investments in marketable equity securitiesistrof investments in common stock of publiclyded companies.

In May 2007, we entered into a licensing agreemsatit and made a strategic equity investment in Thie8ited (“The9”), a leading online
game operator in China. We purchased approximatjyercent of the outstanding common shares (reptieg 15 percent of the voting
rights at that time) of The9 for approximately $X6iflion. Our agreement with The9 requires us tdhbese common shares until May 2(
The licensing agreement gives The9 exclusive phiblgsrights forEA SPORTS™ FIFA Onlina mainland China. As of June 30, 2007, our
ownership and voting right percentage remained amgéd.

In April 2007, we expanded our commercial agreeserith, and made strategic equity investments agWz Corporation and a related
online gaming company, Neowiz Games. Based in KdYeawiz is an online media and gaming company with
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which we partnered in 2006 to launEA SPORTS FIFA Online Korea. We purchased 15 percent of the then-autisthg common shares
(representing 15 percent of the voting rights at ttme) of Neowiz Corporation and 15 percent @f dlutstanding common shares
(representing 15 percent of the voting rights atttme) of Neowiz Games, for approximately $83 imill We refer to Neowiz Corporation
and Neowiz Games collectively as “Neowiz”. As ohdB0, 2007, we owned approximately 15 percerti@butstanding common shares
(representing 15 percent of the voting rights) ebiWiz. As discussed below, we also purchased pesfeshares of Neowiz which we
classified as investments in affiliates on our Gargkd Consolidated Balance Sheets.

Investments in Affiliates

In April 2007, we also purchased all of the outdtag preferred shares of Neowiz for approximatedy #illion. The preferred shares, which
do not have any voting rights, are convertible iypg@roximately 4 percent of the outstanding comstwares of Neowiz (representing 4
percent of the voting rights at the time) aftereaiqpd of 12 months. We account for our investmamti€owiz under the cost method as
prescribed by Accounting Principles Board OpinithRB”) No. 18, as amendedThe Equity Method of Accounting for Investments in
Common Stock

(4) GOODWILL AND OTHER INTANGIBLE ASSETS
Goodwill information is as follows (in millions):

Effects of
As of Foreign As of
March 31 Goodwill Currency June 30
2007 Acquired Translatiol 2007
Goodwiill $ 734 $ — $ 2 $ 73€
Finite-lived intangibles consist of the followinim (nillions):
Gross Other
Carrying Accumulater Intangibles
Amount Amortizatior Other Net
As of June 30, 200
Developed and Core Technolo $ 18: $ (72) $ — $ 112
Carrier Contracts and Relat 85 (24) — 61
Trade Name 44 (29 — 20
Subscribers and Other Intangib 16 (12) (1) 3
Total $ 32¢ $ (137) $ (1) $ 19€¢
As of March 31, 200
Developed and Core Technolo $ 18: $ (62) $ — $ 121
Carrier Contracts and Relat 85 (19 — 66
Trade Name 44 (29 — 20
Subscribers and Other Intangib 16 (12) (1) 3
Total $ 32¢ $ (117) $ (1) $ 21C

Amortization of intangibles for the three monthsled June 30, 2007 and 2006 was $14 million (of i€ million was recognized as cos
goods sold) and $12 million (of which $6 million sveecognized as cost of goods sold), respectihyte-lived intangible assets are
amortized using the straight-line method over #ssér of their estimated useful lives or the agesgrierms, typically from two to twelve
years. As of June 30, 2007 and March 31, 2007Avtghtec-average remaining useful life for finitered intangible assets was approxima
6.3 years.
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As of June 30, 2007, future amortization of finliteed intangibles that will be recorded in costgofods sold and operating expenses is
estimated as follows (in millions):

Fiscal Year Ending March 3

2008 (remaining nine month $ 38
2009 41
2010 34
2011 29
2012 9
Thereafte 45

Total $ 19¢

(5) RESTRUCTURING CHARGES
Restructuring information as of June 30, 2007 veafobows (in millions):

Fiscal 2006 Internation: Fiscal 2006, 2004, 20C
Publishing Reorganizatic and 2002 Restructuring
Facilities- Facilities-
Workforce related Other Workforce related Total

Balances as of March 31, 20 $ 1 $ 8 $ 2 $ 3 $ 7 $ 21
Charges to operatiol 10 1 4 — — 15
Charges utilized in cas (12) — (5) 3 (7) (26)
Balances as of March 31, 20 — 9 1 — — 10
Charges to operatiol 2 — — — — 2
Charges utilized in cas (1 — » — — 2
Balances as of June 30, 2( $ 1 $ 9 $ — $ — $ — $ 10

Fiscal 2006 International Publishing Reorganization

In November 2005, we announced plans to estabtishtarnational publishing headquarters in Gen8&wéizerland. Through the quarter
ended September 30, 2006, we relocated certainogegs to our new facility in Geneva, closed certadgilities in the United Kingdom, and
made other related changes in our internationdighibg business.

Since the inception of the restructuring plan, tigio June 30, 2007, we have incurred restructuttidgges of approximately $31 million, of
which $15 million was for employee-related expen$&smillion for the closure of certain United Kishgm facilities, and $7 million in other
costs in connection with our international publightreorganization. The restructuring accrual of 8iion as of June 30, 2007 is expected to
be utilized by March 2017. This accrual is includedther accrued expenses presented in Notehedflotes to Condensed Consolidated
Financial Statements.

In connection with our fiscal 2006 internationabpshing reorganization, in fiscal 2008, we exptecincur between $5 million and

$10 million of restructuring costs. Overall, incing charges incurred through June 30, 2007, wedakxtpencur between $50 million and

$55 million of restructuring costs in connectiortiwdur fiscal 2006 international publishing reorgation, substantially all of which will
result in cash expenditures by 2017. These resiiingt costs will consist primarily of employee-reld relocation assistance (approximately
$30 million), facility exit costs (approximately $illion), as well as other reorganization cosgsproximately $7 million).

(6) ROYALTIES AND LICENSES

Our royalty expenses consist of payments to (1)ergricensors, (2) independent software develgerd (3) co-publishing and distribution
affiliates. License royalties consist of paymentsdmto celebrities, professional sports organinatimovie studios and other organizations
for our use of their trademarks, copyrights, peas@ublicity rights, content and/or other intelleat property. Royalty payments to
independent software developers are payments éadekielopment of intellectual

8
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property related to our games. Co-publishing asttibution royalties are payments made to thirdiparfor the delivery of product.

Royalty-based obligations with content licensorg distribution affiliates are either paid in advarand capitalized as prepaid royalties or are
accrued as incurred and subsequently paid. Thgaéiydnased obligations are generally expensed to cagpads sold generally at the gre:

of the contractual rate or an effective royaltyerahsed on the total projected net revenue. Pregraigrmade to thinly capitalized independent
software developers and co-publishing affiliatess generally in connection with the development p&eticular product and, therefore, we are
generally subject to development risk prior to ielease of the product. Accordingly, payments #natdue prior to completion of a product
are generally amortized to research and developowartthe development period as the services atgned. Payments due after completion
of the product (primarily royalty-based in natuae@ generally expensed as cost of goods sold.

Our contracts with some licensors include minimurargnteed royalty payments which are initially releal as an asset and as a liability at
the contractual amount when no performance renvaiinsthe licensor. When performance remains withltbensor, we record guarantee
payments as an asset when actually paid and abibityi when incurred, rather than recording theeasind liability upon execution of the
contract. Minimum royalty payment obligations alassified as current liabilities to the extent suayalty payments are contractually due
within the next twelve months. As of June 30, 2@6d March 31, 2007, approximately $17 million addndillion, respectively, of minimum
guaranteed royalty obligations had been recogriizedch period and are included in the royaltytezlaassets and liabilities tables below.

Each quarter, we also evaluate the future reatimaif our royalty-based assets as well as any ogrézed minimum commitments not yet
paid to determine amounts we deem unlikely to léized through product sales. Any impairments ssés determined before the launch
product are charged to research and developmeghegplmpairments or losses determined post-laarebharged to cost of goods sold. In
either case, we rely on estimated revenue to eteatha future realization of prepaid royalties anthmitments. If actual sales or revised
revenue estimates fall below the initial revenu@este, then the actual charge taken may be gramagety given quarter than anticipated.
During the three months ended June 30, 2007, vegyrezed impairment charges of less than $1 millite. had no impairments during the
three months ended June 30, 2006.

The current and long-term portions of prepaid rogaland minimum guaranteed royalty-related assetikided in other current assets and
other assets, consisted of (in millions):

As of As of
June 30 March 31

2007 2007
Other current asse $ 10¢ $ 69
Other asset 45 40
Royalty-related asse! $ 154 $ 10¢

At any given time, depending on the timing of oayments to our co-publishing and/or distributiofiliates, content licensors and/or
independent software developers, we recognize dnpgalty amounts owed to these parties as eittmyumts payable or accrued liabilities.
The current and long-term portions of accrued sl included in accrued and other current liibgias well as other liabilities, consisted of
(in millions):

As of As of
June 30 March 31

2007 2007
Accrued and other current liabilitit $ 89 $ 91
Other liabilities 10 3
Royalty-related liabilities $ 99 $ 94




Table of Contents

In addition, as of June 30, 2007, we were commiibgohy approximately $1,514 million to contentlisors and co-publishing and/or
distribution affiliates, but performance remaineithvthe counterparty (i.e., delivery of the prodacttontent or other factors) and such
commitments were therefore not recorded in our @asdd Consolidated Financial Statements. See Naft¢h@ Notes to Condensed

Consolidated Financial Statements.

(7) BALANCE SHEET DETAILS
Inventories
Inventories as of June 30, 2007 and March 31, 2008isted of (in millions):

Raw materials and work in proce
Finished goods (including manufacturing royalti
Inventories

A significant amount of our inventory balance retato our distribution business in Switzerland.
Property and Equipment, Net
Property and equipment, net, as of June 30, 200 Mamnch 31, 2007 consisted of (in millions):

Computer equipment and softwi
Buildings

Leasehold improvemen

Office equipment, furniture and fixtur:
Land

Warehouse equipment and ot
Construction in progres

Less accumulated depreciati
Property and equipment, r

As of
March 31
2007

©
[E=Y

&

62

As of
March 31
2007

$ 55&
194
11C

Depreciation expense associated with property gnipment amounted to $30 million for the three rherended June 30, 2007 and

$23 million for the three months ended June 306200

10
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Accrued and Other Current Liabilities

Accrued and other current liabilities as of JuneZI7 and March 31, 2007 consisted of (in milljons

As of As of
June 30 March 31

2007 2007
Other accrued expens $ 15€ $ 152
Accrued royaltie: 89 91
Accrued compensation and bene 88 20€
Deferred net revenue (othe 57 58
Accrued value added tax 21 23
Accrued income taxe 2 284
Accrued and other current liabilitit $ 41t $ 814

Deferred net revenue (other), includes the defefralbscription revenue, deferrals related toQwitzerland distribution business,
advertising revenue, licensing arrangements anet edvenue for which revenue recognition criteaa hot been met.

Deferred Net Revenue (Packaged Goods and Digitaheat)

Deferred net revenue (packaged goods and digitabat) was $68 million as of June 30, 2007 and@Blon as of March 31, 2007. Deferr
net revenue (packaged goods and digital contertydes the deferral of (1) the total revenue ftbmsale of certain onlinerabled package
goods and PC digital downloads for which we areatdé¢ to objectively determine the fair value of tinline service we provide in
connection with the sale of the software, and €2enue from the sale of certain incremental contdated to our core subscription services
playable only online, which are types of “microrsactions”. We recognize revenue from sales oherdinabled software products for which
we are not able to objectively determine the faiue of the online service on a straight-line basisr an estimated six month period
beginning in the month after shipment.

(8) INCOME TAXES

In February 2006, the Financial Accounting Stand@dard (“FASB”) issued FASB Interpretation (“FINNo. 48, “Accounting for
Uncertainty in Income Taxes — An InterpretatiofrAEB Statement No. 10&that clarifies the accounting and recognitioniftcome tax
positions taken or expected to be taken in ourgéxns. On May 2, 2007, the FASB issued FASB FRa#ition (“FSP”) FIN 48-1, “
Definition of Settlement in FASB Interpretation M8, which amends FIN No. 48 to provide guidance owlan entity should determine
whether a tax position is effectively settled foe purpose of recognizing previously unrecognizedbenefits. The term “effectively settled”
replaces the term “ultimately settled” when usedédscribe recognition, and the terms “settlementsettled” replace the terms “ultimate
settlement” or “ultimately settled” when used tesdgbe measurement of a tax position under FINA8oFSP FIN 48-1 clarifies that a tax
position can be effectively settled upon the cortipuheof an examination by a taxing authority withbteing legally extinguished. For tax
positions considered effectively settled, an entiuld recognize the full amount of tax benefitem\f the tax position is not considered m
likely than not to be sustained based solely orbt®s of its technical merits and the statuténoitdtions remains open. We adopted FIN
No. 48 and FSP FIN ~1 on April 1, 2007, and recognized the cumulaéffect of a change in accounting principle by retping a decrease
in the liability for unrecognized tax benefits df&million, with a corresponding increase to beg@igrretained earnings. We also recognized
an additional decrease in the liability for unreciagd tax benefits of $14 million with a correspomincrease in beginning paid-in capital
related to the tax benefits of employee stock ostid he total liability for gross unrecognized benefits included in our Condensed
Consolidated Balance Sheet as of April 1, 200nhon-current other liabilities was $283 million. Bfs amount, $41 million of liabilities
would be offset by prior cash deposits to tax aities for issues pending resolution. Approximat8B89 million of the consolidated
worldwide liability for unrecognized tax benefitould affect our effective tax rate if recognizednpesolution of the uncertain tax positic
The liability for unrecognized tax benefits increddy approximately $2 million during the three rienended June 30, 2007.

Interest and penalties related to estimated oliigatfor tax positions taken in our tax returnsr@eognized in income tax expense in our
Condensed Consolidated Statements of Operationgt April 1, 2007, the combined amount of accrusgfiest and penalties related to tax
positions taken on our tax returns and includedion-current other liabilities was approximately $dllion. Approximately $4 million of
accrued interest expense related to estimatedatiglits for unrecognized tax benefits was expenseidglthe three months ended June 30,
2007.

11
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We have historically presented our estimated lighfibr unrecognized tax benefits as a currentiliigh FIN No. 48, requires liabilities for
unrecognized tax benefits to be classified basedtwther it is expected payment will be made withie next 12 months. That is, amounts
expected to be paid within the next 12 months ateetclassified as a current liability and all sthmounts are to be classified as a non-
current liability. In addition, we have historicajbresented our estimated state, local and intBadslities net of the estimated benefit we
expect to receive from deducting such paymentsiand tax returns (i.e., on a “net” basis). FIN M8.requires this estimated benefit to be
classified as a deferred tax asset instead ofwectiedh of the overall liability (i.e., on a grosadis).

We file income tax returns in the U.S., includirayious state and local jurisdictions. Our subsidgfile tax returns in various foreign
jurisdictions, including Canada, France, GermanyifZerland and the United Kingdom. The Internal Bawe Service‘IRS”) has completed
its examination of our federal income tax retumetigh fiscal year 2003. To date, the IRS has pegoand we have agreed to, certain
adjustments to our tax returns. The effects ofalaustments have been considered in estimatinfuture obligations for unrecognized tax
benefits and are not expected to have a matergdton our financial position or results of opienag. We have not agreed to certain other
proposed adjustments for fiscal years 1997 thr@@§)8, and those issues are pending resolutionéoppipeals section of the IRS.
Furthermore, the IRS has commenced an examinatioardiscal year 2004 and 2005 tax returns. Weadse under income tax examination
in Canada for fiscal years 2004 and 2005. We remliject to income tax examination in Canada &uodi years after 1999, in France,
Germany, and the United Kingdom for fiscal yeatera2003, and in Switzerland for fiscal years aR@d6.

The timing of the resolution of income tax examioas is highly uncertain, and the amounts ultimapelid, if any, upon resolution of the
issues raised by the taxing authorities may diffaterially from the amounts accrued for each yé#rile it is reasonably possible that some
of the issues in the IRS and Canadian examinationkl be resolved in the next 12 months, at tligesbf the process it is not practicable to
estimate a range of the potential change in thenlyidg unrecognized tax benefits.

With respect to our projected annual effective medax rate at the end of each quarter prior teetiteof a fiscal year, we are required to
make a projection of several items, including ounjgcted mix of full-year income in each jurisdastiin which we operate and the related
income tax expense in each jurisdiction. While finigjection is inherently uncertain, for fiscal 3)@ur projected tax rate is unusually vole
and subject to significantly greater variation hesmarelatively small changes in our forecasteditatufity for fiscal 2008 can significantly
affect our projected annual effective tax rate s@ish, as of the end of the first quarter of fi’@08, we believe our tax rate for the three
months ended June 30, 2007 is currently the mbabte estimate of our annual effective tax rateffecal 2008. Accordingly, the effective
income tax rate reflected in our financial statetador the three months ended June 30, 2007 reféedy our estimated tax position for the
three months ended June 30, 2007. The final efieaticome tax rate for the fiscal year will likddg different from the tax rate in effect for
the three months ended June 30, 2007 and couldrsgderably higher or potentially lower, as it vl particularly dependent on our
profitability for the year. As is the case for 862008, during fiscal 2007 our projected tax raées unusually volatile. As such, as of the end
of the first quarter of fiscal 2007, because retd}i small changes in our forecasted profitabildy fiscal 2007 could have significantly
affected our projected annual effective tax rate,quarterly tax rate was the most reliable eseénwditour effective tax rate. Accordingly, the
effective income tax rate reflected in our finahsiatements for the first quarter of fiscal 20@eflacted only our estimated tax benefit for the
quarter.

(9) COMMITMENTS AND CONTINGENCIES
Lease Commitments and Residual Value Guarantees

We lease certain of our current facilities, furni@and equipment under non-cancelable operatirsg lagreements. We are required to pay
property taxes, insurance and normal maintenansts éor certain of these facilities and will be uiggd to pay any increases over the base
year of these expenses on the remainder of olitizei

In February 1995, we entered into a build-to-sediske (“Phase One Lease”) with a thpatty lessor for our headquarters facilities in Wedd
City, California (“Phase One Facilities"fhe Phase One Facilities comprise a total of apprately 350,000 square feet and provide spac
sales, marketing, administration and research amdldpment functions. In July 2001, the lessomnggiced the Phase One Lease with
Keybank National Association through July 2006. Piase One Lease expires in January 2039, subjeatly termination in the event the
underlying financing between the lessor and itslégsa is
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not extended. Subject to certain terms and comdifizve may purchase the Phase One Facilities angerfor the sale of the Phase One
Facilities to a third party.

Pursuant to the terms of the Phase One Lease, weedmaoption to purchase the Phase One Facilitiasyatime for a purchase price of
$132 million. In the event of a sale to a thirdtpaif the sale price is less than $132 million, wi#l be obligated to reimburse the difference
between the actual sale price and $132 milliortoug maximum of $117 million, subject to certaiysions of the Phase One Lease, as
amended.

On May 26, 2006, the lessor extended its loan Gimanunderlying the Phase One Lease with its lentteough July 2007, and on May 14,
2007, the lenders extended this financing agaimfoadditional year through July 2008. We may retjumn behalf of the lessor and subjec
lender approval, an additional one-year extensfaheloan financing between the lessor and thdden In the event the lessor’s loan
financing with the lenders is not extended, we hoay to the lessor approximately 90 percent offitiencing, and require the lessor to ext
the remainder through July 2009; otherwise thedla@l terminate. We account for the Phase One é@asangement as an operating lease in
accordance with Statement of Financial Accountitep8ard (“SFAS”) No. 13, Accounting for Leasés as amended.

In December 2000, we entered into a second buikliiblease (“Phase Two Lease”) with Keybank Nadlokssociation for a five and one-
half year term beginning in December 2000 to expaumdRedwood City, California headquarters fa@ftand develop adjacent property
(“Phase Two Facilities”). Construction of the Ph@se Facilities was completed in June 2002. ThesBHawo Facilities comprise a total of
approximately 310,000 square feet and provide sfuacgales, marketing, administration and researchdevelopment functions. Subject to
certain terms and conditions, we may purchase liasdéTwo Facilities or arrange for the sale ofRhase Two Facilities to a third party.

Pursuant to the terms of the Phase Two Lease, wedraoption to purchase the Phase Two Facilitiasytime for a purchase price of
$115 million. In the event of a sale to a thirdtpaif the sale price is less than $115 million, wi#l be obligated to reimburse the difference
between the actual sale price and $115 milliortoug maximum of $105 million, subject to certainysions of the Phase Two Lease, as
amended.

On May 26, 2006, the lessor extended the Phasel'Base through July 2009 subject to early termimaiticthe event the underlying loan
financing between the lessor and its lenders iertnded. Concurrently with the extension of #ask, the lessor extended the loan finar
underlying the Phase Two Lease with its lendersutjin July 2007. On May 14, 2007, the lenders exadrlis financing again for an
additional year through July 2008. We may requastehalf of the lessor and subject to lender agdran additional one-year extension of
the loan financing between the lessor and the lsndie the event the lessor’s loan financing witd kenders is not extended, we may loan to
the lessor approximately 90 percent of the finamcémd require the lessor to extend the remairdeugh July 2009, otherwise the lease will
terminate. We account for the Phase Two Lease @graant as an operating lease in accordance witlfB¥& 13, as amended.

We believe that, as of June 30, 2007, the estinfatesgtalues of both properties under these opegdiases exceeded their respective
guaranteed residual values.

The two lease agreements with Keybank National éiation described above require us to maintaire@efinancial covenants as shown
below, all of which we were in compliance with dsJane 30, 2007.

Actual as of

Financial Covenani Requiremen June 30, 20C
Consolidated Net Worth (in million: equal to or greater th $2,43( $  4,05:
Fixed Charge Coverage Ra equal to or greater th 3.0C 4.2C
Total Consolidated Debt to Capi equal to or less the 60% 5.7%
Quick Ratio— Ql1&Q2 equal to or greater th 1.0C 6.57
Q3& Q4 equal to or greater th 1.7t N/A

Development, Celebrity, League and Content Licendgsyments and Commitments

The products we produce in our studios are designdccreated by our employee designers, artidtsya®@ programmers and by non-
employee software developers (“independent artmtsthird-party developers”). We typically advangevelopment funds to the independent
artists and third-party developers during developine¢ our games, usually in installment payments
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made upon the completion of specified developmelgstones. Contractually, these payments are giyemmsidered advances against
subsequent royalties on the sales of the prodibtse terms are set forth in written agreementyedtnto with the independent artists and
third-party developers.

In addition, we have certain celebrity, league emittent license contracts that contain minimum goe payments and marketing
commitments that may not be dependent on any delies. Celebrities and organizations with whomhaee contracts include: FIFA,
FIFPRO Foundation, UEFA and FAPL (Football AssaoimPremier League Limited) (professional soccdASCAR (stock car racing);
National Basketball Association (professional bdsé); PGA TOUR and Tiger Woods (professional dfational Hockey League ai
NHL Player’ Association (professional hockey); Warner Brdsa(ry Potter, Batman and Superman); New Line Prboiog and Saul Zaentz
Company (The Lord of the Rings); Red Bear Inc. (Jbtadden); National Football League PropertiesRhAYERS Inc. (professional
football); Collegiate Licensing Company (collegi&etball, basketball and baseball); Simcoh (Defh)]Ja/iacom Consumer Products (The
Godfather); ESPN (content in EA SPORM™sgames); Twentieth Century Fox Licensing and Merdisng (The Simpsons); and Marvel
Entertainment, Inc. (Marvel character fighting gaindhese developer and content license commitnmeptesent the sum of (1) the cash
payments due under non-royalty-bearing licensesandces agreements and (2) the minimum guarap@adents and advances against
royalties due under royalty-bearing licenses amdices agreements, the majority of which are cao#l upon performance by the
counterparty. These minimum guarantee paymentsiapdelated marketing commitments are includethéntable below.

The following table summarizes our minimum contwatiobligations and commercial commitments as aEJX0, 2007 (in millions):

Commercial
Contractual Obligation Commitments
Developer; Letter of Credit
Fiscal Yeal Licensor Bank anc
Ending March 31 Leasesd) Commitments() Marketing Other Guarante: Total
2008 (remaining nine month $ 44 $ 172 $ 63 $ 5 $ 28t
2009 56 20E 40 — 301
2010 39 16& 31 — 23t
2011 27 264 32 — 32¢
2012 24 62 17 — 108
Thereafte 46 662 16¢ — 877
Total $ 23€ $ 1,531 $ 352 $ 5 $2,12¢

(1) Lease commitments include contractual rentalraéments of $15 million under real estate leasesifiutilized office space resulting
from our restructuring activities. These amoungs,af estimated future sub-lease income, were esgukin the periods of the related
restructuring and are included in our accrued ahdracurrent liabilities reported on our Conden€edisolidated Balance Sheets as of
June 30, 2007. See Note 5 of the Notes to Condedsesblidated Financial Statemer

@  Developer/licensor commitments include $17 iomillof commitments to developers or licensors Heate been recorded in current and
long-term liabilities and a corresponding amountunrent and long-term assets in our Condenseddlidated Balance Sheets as of
June 30, 2007 because payment is not contingemt pgdormance by the developer or licen:

The amounts represented in the table above refleaninimal cash obligations for the respectivedisyears, but do not necessarily represent
the periods in which they will be expensed in oon@ensed Consolidated Financial Statements.

Also, as discussed in Note 8 of the Notes to CoseldiConsolidated Financial Statements, we adopeegrbvisions of FIN No. 48. As of
April 1, 2007, we had a liability for unrecognizik benefits and an accrual for the payment otedlaterest totaling $318 million, of which
approximately $41 million is offset by prior casbpwsits to tax authorities for issues pending tegmi. For the remaining liability, we are
unable to make a reasonably reliable estimate efwdash settlement with a taxing authority willarcc
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Legal proceedings

We are subject to claims and litigation arisinghia ordinary course of business. We believe thatiahility from any reasonably foreseeable
disposition of such claims and litigation, indivally or in the aggregate, would not have a materisierse effect on our consolidated
financial position or results of operations.

Director Indemnity Agreements

We have entered into indemnification agreementk edtch of the members of our Board of Directoth@time they joined the Board to
indemnify them to the extent permitted by law aghaany and all liabilities, costs, expenses, an®paid in settlement and damages incurred
by the directors as a result of any lawsuit, or jhcial, administrative or investigative procerglin which the directors are sued or charged
as a result of their service as members of our o&Directors.

(10) STOCK-BASED COMPENSATION

We are required to estimate the fair value of sthased payment awards on the date of grant. Wené&mcompensation costs for stock-
based payment transactions to employees base@iomtant-date fair value over the service perimdwhich such awards are expected to
vest. The fair value of restricted stock unitsésaimined based on the quoted price of our comrumk ®n the date of grant. The fair value
stock options and stock purchase rights grantesugint to our employee stock purchase plan (“ESBRIg¢termined using the Black-Scholes
valuation model. The determination of fair valuaffected by our stock price as well as assumptiegarding subjective and complex
variables such as expected employee exercise lmehend our expected stock price volatility over éxpected term of the award. Generally,
our assumptions are based on historical informatimhjudgment is required to determine if histdrioands may be indicators of future
outcomes. We estimated the following key assumptfonthe Black-Scholes valuation calculation:

. Risk-free interest rate The riskfree interest rate is based on U.S. Treasury yielé$fect at the time of grant for the expectauntef
the option.

. Expected volatility, We use a combination of historical stock pricéatitity and implied volatility computed based dretprice of
options publicly traded on our common stock for exjpected volatility assumptio

. Expected terr. The expected term represents the weighted-aveeximd the stock options are expected to remaistauding. The
expected term is determined based on historicatesebehavior, post-vesting termination patteopsions outstanding and future
expected exercise behavi

. Expected dividenc.

The assumptions used in the Black-Scholes valuatiodel to value our option grants were as follows:

Stock Option Grant
Three Months Ende

June 30
2007 2006
Risk-free interest rat 5.0- 5.1% 5.1%
Expected volatility 31-37% 35- 53%
Weightec-average volatility 32% 48%
Expected tern 4.4 year 5.7 year
Expected dividend None None

Employee stock-based compensation expense recoghizing the three months ended June 30, 2007 @d@l ®as calculated based on
awards ultimately expected to vest and has bearceedfor estimated forfeitures. In subsequent gerid actual forfeitures differ from those
estimates, an adjustment to stock-based compensatpense will be recognized at that time.
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The following table summarizes stock-based comp@rsaxpense resulting from stock options, resdaitock, restricted stock units and our
employee stock purchase plan included in our CoseftiConsolidated Statements of Operations (inanal:

Three Months Ende

June 30
2007 2006
Cost of goods sol $ — $ —
Marketing and sale 4 5
General and administrati 8 11
Research and developmt 16 21
Stocl-based compensation expel 28 37
Benefit from income taxe ©) )]
Stocl-based compensation expense, net o $ 23 $ 29

As of June 30, 2007, our total unrecognized comgtiors cost related to stock options was $206 nmilkad is expected to be recognized over
a weighted-average service period of 2.5 yearofAlsine 30, 2007, our total unrecognized compersatst related to restricted stock and
restricted stock units (collectively referred to"eestricted stock rights”) was $117 million andeigpected to be recognized over a weighted-
average service period of 2.2 years.

The following table summarizes our stock optionatgst for the three months ended June 30, 2007:

Weightec-
Average
Weightec- Remaining Aggregate
Options Average Contractua Intrinsic Value
(in thousand: Exercise Pric Term (in years (in millions)
Outstanding as of March 31, 20 35,86¢ $  40.7¢
Activity for the three months ended June 30, 2(
Granted 4,35¢ 49.92
Exercisec (720 24.0C
Forfeited, cancelled or expirt (659) 52.9i
Outstanding as of June 30, 2(C 38,84¢ $ 41.8¢ 6.51 $ 42¢
Exercisable as of June 30, 2C 23,67 $ 34.8¢ 5.0 $ 415

The weighted-average grant-date fair value of stqations granted during the three months ended 30n2007 and 2006 was $17.19 and
$24.85, respectively.

The following table summarizes our restricted stoghts activity for the three months ended Jung2B07:

Restrictec Weightec-

Stock Rights Average Gran

(in thousand: Date Fair Valu

Balance as of March 31, 20 2,13¢ $ 52.62
Activity for the three months ended June 30, 2(

Granted 907 50.0:

Vested 1) 49.9(

Forfeited (70) 52.5¢

Balance as of June 30, 20 2,97( $ 51.8:¢

The weighted-average grant date fair value ofitstt stock rights is based on the quoted markeevaf our common stock on the date of
grant. The weightedverage fair value of restricted stock rights gedrduring the three months ended June 30, 2002@0®i was $50.03 ar
$45.14, respectively.
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During the three months ended June 30, 2007, there no shares issued under our Employee Stockh&sedlan.

At our Annual Meeting of Stockholders, held on J26; 2007, our stockholders approved amendmeritetd000 Equity Incentive Plan to
(a) increase the number of shares authorized $aaisce under the Equity Plan by 9 million, (b) dase by 4 million shares the limit on the
total number of shares underlying awards of rastictock and restricted stock units that may betgd under the Equity Plan — from

15 million to 11 million shares, and (c) revise #mount and nature of automatic initial and aniguahts to our nommployee directors und
the Equity Plan by adding restricted stock unitd decreasing the size of stock option grants. @aokbolders also approved an amendment
to the 2000 Employee Stock Purchase Plan to ineread.5 million the number of shares of commomlsteserved for issuance under the
Purchase Plan.

(11) COMPREHENSIVE LOSS

We are required to classify items of other compnshe income (loss) by their nature in a finanstatement and display the accumulated
balance of other comprehensive income separataty fetained earnings and additional paid-in capitéhe equity section of the balance
sheet. Accumulated other comprehensive income pitiniacludes foreign currency translation adjustritss and the net-of-tax amounts for
unrealized gains (losses) on investments and upegadains (losses) on derivatives designated &ts ftav hedges.

The components of comprehensive loss for the tma®ths ended June 30, 2007 and 2006 are summasZetlows (in millions):

Three Months Ende

June 30
2007 2006
Net loss $ (132 $ (8)
Other comprehensive incorr
Change in unrealized gains on investments, neboéxpense of $18 and $0, respectiy 48 6
Reclassification adjustment for gains realized enéhtive instruments in net loss, net of tax exgeeof
$0 and $0, respective 1) —
Foreign currency translation adjustme 20 18
Total other comprehensive incor 67 24
Total comprehensive lo: $ (65 $ (59

The foreign currency translation adjustments ateadfusted for income taxes as they relate to indefinvestments in non-U.S. subsidiaries.

(12) NET LOSS PER SHARE

As a result of our net loss for the three monthdedniune 30, 2007 and 2006, we have excludedesttaik awards from the diluted earni
per share calculation as their inclusion would hagen antidilutive. Had we reported net incomeli@sse periods, an additional 7 million and
8 million shares of potential common stock equimtdevould have been included in the number of shased to calculate diluted earnings
per share for the three months ended June 30, 2802006, respectively.

In addition, options to purchase 16 million andmilion shares of common stock were excluded framdbove computation of diluted she
for the three months ended June 30, 2007 and 288ectively, as their inclusion would have beeidduative. For the three months ended
June 30, 2007 and 2006, the weighted-average srquaice of these shares was $54.69 and $55.4ateeely.
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(13) SEGMENT INFORMATION

Our reporting segments are based upon: our intergahizational structure; the manner in which @perations are managed; the criteria |
by our Chief Executive Officer, our chief operatidecision maker, to evaluate segment performaheeavailability of separate financial
information; and overall materiality considerations

We manage our business primarily based on geograpberformance. Accordingly, our combined globablshing organizations represent
our reportable segment, our Publishing segmenttaltieeir similar economic characteristics, produantd distribution methods. Publishing
refers to the manufacturing, marketing, advertising distribution of products developed or co-depet! by us, or distribution of certain
third-party publishers’ products through our co-sling and distribution program.

The following table summarizes the financial pemfance of our Publishing segment and a reconcitiadfoour Publishing segment’s profit to
our consolidated operating loss (in millions):

Three Months Ende

June 30
2007 2006

Publishing segmen

Net revenue $ 37z $ 37¢

Depreciation and amortizatic (5) (5)

Other expense (259 (247
Publishing segment prof 114 12¢€
Reconciliation to consolidated operating Ic
Other:

Net revenue 22 35

Depreciation and amortizatic (39 (30

Other expense (280 (250
Consolidated operating lo $ (189 $ (119

Publishing segment profit differs from consolidatgzerating loss primarily due to the exclusionfgubstantially all of our research and
development expense, as well as certain corpanatgibnal costs that are not allocated to the ghbig organizations and (2) the deferral of
certain net revenue related to packaged goodsigitdldontent (see Note 7 of the Notes to CondéiGensolidated Financial Statements).
Our Chief Executive Officer reviews assets on asotidated basis and not on a segment basis.
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Information about our total net revenue by platfdamthe three months ended June 30, 2007 and i2d@¥@sented below (in millions):

Three Months Ende

June 30
2007 2006
Consoles
PlayStation - $ 61 $ 99
Xbox 360 47 61
Wi 29 —
PLAYSTATION 3 13 —
Xbox 3 23
Nintendo GameCuk 1 11
Total Console: 154 194
PC 89 66
Mobility
Cellular Handset 33 33
Nintendo DS 25 8
PSP 21 37
Game Boy Advanc 2 7
Total Mobility 81 85
Cce-publishing and Distributio 39 42
Internet Services, Licensing and Ot
Subscription Service 23 16
Licensing, Advertising and Oth 9 10
Total Internet Services, Licensing and Ot 32 26
Total Net Revenu $ 39t $ 41c

Information about our operations in North AmeriEarope and Asia for the three months ended Jun2@®X, and 2006 is presented below
millions):

North
America Europe Asia Total
Three months ended June 30, 2!
Net revenue from unaffiliated custom: $ 168 $ 204 $ 28 $ 39¢
Long-lived asset: 1,15C 26€ 10 1,42¢
Three months ended June 30, 2
Net revenue from unaffiliated custom: $ 20¢ $ 16¢ $ 35 $ 41:Z
Long-lived asset: 1,06(C 212 12 1,28¢

No single customer represented more than 10 peotd¢otal net revenue during the three months edde@ 30, 2007. Our direct sales
Wal-Mart Stores, Inc. represented approximatelypédrcent of total net revenue for the three monttaed June 30, 2006.

(14) IMPACT OF RECENTLY ISSUED ACCOUNTING STANDARDS

In September 2006, the FASB issued SFAS No. 153jr‘Value Measurements SFAS No. 157 defines fair value, establishesaanEwork
for measuring fair value in generally accepted antiog principles and expands disclosures abouwfdie measurements. Fair value refers
to the price that would be received to sell antasispaid to transfer a liability in an orderly misaction between market participants in the
market in which the reporting entity transacts. SA¥0. 157 establishes a fair value hierarchy thatifizes the information used to develop
those assumptions. Fair value measurements would be
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separately disclosed by level within the fair vahierarchy. The provisions of SFAS No. 157 areaife for financial statements issued for
fiscal years beginning after November 15, 2007, iatetim periods within those fiscal years. We @b expect the adoption of SFAS No. 157
to have a material impact on our Condensed CoredelidFinancial Statements.

In February 2007, the FASB issued SFAS No. 15mé Fair Value Option for Financial Assets and Fingl Liabilities — Including an
amendment of FASB Statement No.LTFAS No. 159 permits entities to choose to measuany financial instruments and certain other
items at fair value that are not currently requitetbe measured at fair value. It also establighesentation and disclosure requirements
designed to facilitate comparisons between entitiaschoose different measurement attributesifollar types of assets and liabilities. The
provisions of SFAS No. 159 are effective for finmhstatements issued for fiscal years beginnitgr dlovember 15, 2007. This Statement
should not be applied retrospectively to fiscalrgd@eginning prior to the effective date, exceppasnitted with early adoption. We are
evaluating if we will adopt SFAS No. 159 and whapact the adoption will have on our Condensed Gafeted Financial Statements if we
adopt. If we adopt SFAS No. 159, it could have aemial impact on our Condensed Consolidated Firs8tatements.

In June 2007, the FASB ratified the Emerging Issteesk Force’s (“EITF”) consensus conclusion on EOF03, “Accounting for Advance
Payments for Goods or Services to Be Used in FulResearch and Developm¢’. EITF 07-03 addresses the diversity which exigts

respect to the accounting for the non-refundabltigroof a payment made by a research and developemtity for future research and
development activities. Under this conclusion, atitg is required to defer and capitalize non-refable advance payments made for researct
and development activities until the related goadsdelivered or the related services are perforfabid- 07-03 is effective for interim or
annual reporting periods in fiscal years beginraftgr December 15, 2007 and requires prospectigkcagion for new contracts entered into
after the effective date. We do not expect the adopf EITF 07-03 to have a material impact on Gendensed Consolidated Financial
Statements.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Electronic Arts Inc.:

We have reviewed the condensed consolidated batdmezt of Electronic Arts Inc. and subsidiariege @ompany) as of June 30, 2007, and
the related condensed consolidated statementsohtigns and cash flows for the three-month peregdied June 30, 2007 and July 1, 2006.
These condensed consolidated financial statementh@ responsibility of the Company’s management.

We conducted our reviews in accordance with thedsteds of the Public Company Accounting Oversigbal (United States). A review of
interim financial information consists principalyy applying analytical procedures and making inigsiof persons responsible for financial
and accounting matters. It is substantially lessciope than an audit conducted in accordance hatistandards of the Public Company
Accounting Oversight Board (United States), thezotiye of which is the expression of an opinionareling the financial statements taken as
a whole. Accordingly, we do not express such aniopi

Based on our reviews, we are not aware of any mhtaodifications that should be made to the cosddrconsolidated financial statements
referred to above for them to be in conformity witts. generally accepted accounting principles.

We have previously audited, in accordance withdsaaas of the Public Company Accounting OversighamioUnited States), the
consolidated balance sheet of Electronic Arts &mel subsidiaries as of March 31, 2007, and théectleonsolidated statements of operations,
stockholdersequity and comprehensive income, and cash flowthtoyear then ended (not presented herein); aadrineport dated May 2
2007, we expressed an unqualified opinion on tleossolidated financial statements. In our opintbe,information set forth in the
accompanying condensed consolidated balance sheétarch 31, 2007, is fairly stated, in all m&krespects, in relation to the
consolidated balance sheet from which it has beenet.

KPMG LLP

Mountain View, California
August 6, 2007
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of the Privee Securities Litigation
Reform Act of 1995. All statements, other than sta&ments of historical fact, including statements resyding industry prospects and
future results of operations or financial position,made in this Quarterly Report on Form 10-Q are foward looking. We use words
such as “anticipate”, “believe”, “expect”, “intend” , “estimate” (and the negative of any of these ters), “future” and similar
expressions to help identify forward-looking staterants. These forward-looking statements are subjetd business and economic risk
and reflect management’s current expectations, anhvolve subjects that are inherently uncertain andlifficult to predict. Our actual
results could differ materially. We will not necesarily update information if any forward-looking statement later turns out to be
inaccurate. Risks and uncertainties that may affecour future results include, but are not limited to, those discussed in this report
under the heading “Risk Factors” in Part I, Item 1A, as well as in our Annual Report on Form 10-K forthe fiscal year ended

March 31, 2007 as filed with the Securities and Ex@ange Commission (“SEC”) on May 30, 2007 and in odr documents we have filed
with the SEC.

OVERVIEW

The following overview is a top-level discussionafr operating results as well as some of the sremdl drivers that affect our business.
Management believes that an understanding of tinesds and drivers is important in order to underdtour results for the three months
ended June 30, 2007, as well as our future prospElis summary is not intended to be exhaustigejmit intended to be a substitute for the
detailed discussion and analysis provided elsewihattés Form 10-Q, including in the remainder M&nagement’s Discussion and Analysis
of Financial Condition and Results of OperatioriRisk Factors” and the Condensed Consolidated EiahStatements and related notes.
Additional information can be found in the “Busis&section of our Annual Report on Form 10-K foe fiscal year ended March 31, 2007 as
filed with the SEC on May 30, 2007 and in otherwloents we have filed with the SEC.

About Electronic Arts

We develop, market, publish and distribute intévacsoftware games that are playable by consumewsdeo game consoles (such as the
Sony PlayStatiofi2 and PLAYSTATION® 3, Microsoft Xbox 360" and Nintendo Wii™ ), personal computers, mobile platforms (including
cellular handsets and handheld game players sutte &ayStatiof® Portable (“PSP"”) and the Nintendo D&') and online (over the

Internet and other proprietary online networks)nm8mf our games are based on content that we &deos others (e.g., Madden NFL
Football, Harry Potter and FIFA Soccer), and soifneuo games are based on our own wholly-ownedlattlal property (e.g., The Sinis

and Need for Speed). Our goal is to publish titles with mass-markepeal, which often means translating and localizivegn for sale in
non-English speaking countries. In addition, we® alfempt to create software game “franchises”dlatv us to publish new titles on a
recurring basis that are based on the same projft@nples of this franchise approach are the dntauations of our sports-based products
(e.g., Madden NFL Football, NCARFootball and FIFA Soccer), wholly-owned propertiest can be successfully sequeled (e.g., The Sims,
Need for Speed and Battlefield) and titles basebboc-lived literary and/or movie properties (e.g., Lardthe Rings and Harry Potter).

Overview of Financial Results
Special Note Regarding Deferred Net Rever

The ubiquity of high-speed Internet access andrniegration of network connectivity into new gertera game consoles are expected to
increase demand for games with onlareabled features. To address this demand, manyr afoftware products are developed with the at

to be connected to, and played via, the Intermedrdier for consumers to participate in online camities and play against one another via
the Internet, we (or through outsourced arrangesneith third parties) maintain servers which supploe various online services we provide
to consumers such as matchmaking, roster updatesaments and player rankings. In situations wherelo not separately sell these online
services, we consider the sale of the softwareymtoals a “bundle” sale, or multiple element arranget, in which we sell both the software
product and the online service for one combinedepri

Through fiscal 2007, for accounting purposes, vespecific objective evidence of fair value existedthe online service. Accordingly, we
allocated the revenue collected from the sale ®fthftware product between the online service had t
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software product and recognized the amounts alldct each element separately. However, startifigéal 2008, for accounting purposes,
the required vendor specific objective evidencéafvalue does not exist for the online servicgdated to certain of our online-enabled
software products. This prevents us from allocatind recognizing revenue related to the softwandymt and the online services separately.
Accordingly, starting in fiscal 2008, we are recizgmg all of the revenue from the sale of our oalignabled software products for the PC,
PlayStation 2, PLAYSTATION 3 and the PSP on a def¢basis — over an estimated online service pewbdh we estimate to be six
months beginning in the month after shipment. Wicgrate that we will defer approximately $350 #6568 million in net revenue from the
sale of these online-enabled software products fiscal 2008 and into fiscal 2009. On a quartedsgib, this amount will vary significantly
depending upon the timing of the release, salaswe) returns and price protection provided for ¢h@sline-enabled software products. In
addition, we expense the cost of goods sold refat¢ldese transactions during the period in whighproduct is delivered (rather than on a
deferred basis), which inherently creates volstilitour reported gross margin percentages. Asioé B0, 2007, we had an accumulated
balance of $68 million of deferred net revenueteglao online-enabled packaged goods and digitatect.

Three Months Ended June 30, 2007

Total net revenue for the three months ended JOp2®7 was $395 million, down 4 percent as conbsrehe three months ended June 30,
2006. The impact of deferrals related to packagmxtlg and digital content for the three months edded 30, 2007 decreased our reported
net revenue by $36 million. Net revenue was drivgisales oHarry Potter and the Order of the Phoenix™ommand & Conquer 3
Tiberium Wars™ The Sims™ 2 PetdNeed for Speed™ CarboandThe Sims™ 2 During the quarteiiarry Potter and the Order of the
Phoenixsold over two million copies.

Net loss for the three months ended June 30, 2@&7$432 million as compared to a net loss of $8llomifor the three months end:

June 30, 2006. Diluted loss per share for the threeths ended June 30, 2007 was $0.42 as compmaeediluted loss per share of $0.26 for
the three months ended June 30, 2006. Net lossdsed during the three months ended June 30, 208dh#pared to the three months ended
June 30, 2006 due to (1) an $18 million decreaseimevenue primarily as a result of the defesfadet revenue related to certain of our
packaged goods and digital content sales in theuatrad $36 million, (2) an increase of $18 millionpersonnel-related costs resulting from
an increase in headcount, (3) an increase in eatdavelopment costs of $17 million due to a higheanber of projects in development as
compared to the prior year, and (4) an increas 6fmillion in facilities-related expenses to supmur business.

During the three months ended June 30, 2007, wet $E@2 million of cash from operating activitiescasnpared to $38 million for the three
months ended June 30, 2006. The increase in cashiusperating activities for the three monthsaeshdune 30, 2007 as compared to the
three months ended June 30, 2006 resulted prinfeoity (1) approximately $90 million increase in aahbonus payments, (2) a $26 million
increase as a result of the timing of our royakliyments, and (3) an increase in operating expenses.

Management’s Overview of Historical and ProspectivBusiness Trends

Fiscal 2008 Reorganizatiolln June 2007, we announced that we will organizebosiness into four divisions, which we call “Lédfe EA
SPORTS, EA Games, EA Casual Entertainment and rhe. &ach Label will operate with dedicated stuahol publishing teams focused on
consumer-driven priorities. The new structure isigieed to streamline decision-making, improve gldbeus, and speed new ideas to the
market.

Transition to a New Generation of Consol&leo game hardware systems have historically hid aycle of four to six years, which causes
the video game software market to be cyclical dt Wkcrosoft launched the Xbox 360 in November 80&hile Sony and Nintendo
launched the PLAYSTATION 3 and the Wii, respectyvéh November 2006. We have continued to devetapraarket new titles for prior-
generation video game systems such as the Playstatvhile also making significant investments ingucts for the new systems. As the
prior-generation systems reach the end of theardifcle and the installed base of the new systemténties to grow, our sales of video games
for prior-generation systems will continue to deelas (1) we produce fewer titles for prior-gerierasystems, (2) consumers replace their
prior-generation systems with the new systems,car{@) consumers reduce game software purchaseeff@in prior-generation consoles
generally until they are able to purchase a neww/ighme hardware system. This decline in prior+ggioe product sales could ultimately be
greater or faster than we anticipate, and sal@saafucts for the new platforms may be lower oréase more slowly than we anticipate.
Moreover, we expect development costs for the newo/game systems to be greater on a per-titles faan development costs for prior-
generation video game systems.
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We have incurred increased costs during this tiiansas we have continued to develop and markettitks for certain prior-generation
video game platforms while also making significenvestments in products for the new generatiorfquats. As a result of these factors, we
expect research and development expenses to irdrefiscal 2008 as compared to fiscal 2007; howewe expect research and developr
expenses to decline as a percentage of net rewefigeal 2008 as compared to fiscal 2007.

Investment in OnlineToday, we generate net revenue from a variety ti@mroducts and services, including casual gaanesdownloadab
content marketed under our Pogo brand, persistatet world games such Bétima Online™ andDark Age of Cameldt, PC-based
downloadable content and online-enabled packagedsydn addition, we are anticipating the releds&/arhammef Onlinewhich is

currently in beta testing. As the nature of onlijaene offerings expands and evolves, we anticijpeitg-term opportunities for growth in this
area. For example, we expect that consumers Wil salvantage of the online connectivity of the mgmeration of consoles at a much higher
rate than they have on prior-generation consolksyiag more consumers to enhance their gameplagance through multiplayer activity,
community-building and downloading content. We piaincrease the amount of content available fevrdoad on the PC and consoles,
increase the number of games with dynamic in-gatiweréising and to increase the number of PC-baaetkeg that can be downloaded
digitally. In addition, we plan to expand our casgeme offerings internationally and to invest howing genres such as mid-session games.
To further enhance our online offerings, we acquiviythic Entertainment, Inc. (“Mythic”), a develapand publisher of massively
multiplayer online role-playing games, in July 2006e intend to make significant investments in malproducts, infrastructure and services
and believe that online gameplay will become ameasingly important part of our business in thegltarm.

Expansion of Mobile Platforrr. Advances in mobile technology have resulted vargety of new and evolving platforms for on-the-go
interactive entertainment that appeal to a brodderographic of consumers. Our efforts to capitadizéhe growth in mobile interactive
entertainment are focused in two broad areas —gggekgoods games for handheld game systems andodmahle games for cellular
handsets.

We have developed and published games for a vaxfdtgndheld platforms, including the Nintendo GaBay and Game Boy Advance, for
several years. The introductions of the Sony PSRtfaa Nintendo DS, with their enhanced graphicepde gameplay, and online
functionality, provide a richer mobile gaming expece for consumers.

We expect sales of games for cellular handseteritiraie to be an increasingly important part of lousiness worldwide. To accelerate our
position in this growing segment, in February 2008,acquired JAMDAT Mobile Inc., a global publisterwireless games and other
wireless entertainment applications.

As mobile technology continues to evolve and ttstaiied base of both handheld game systems and-gaaieed cellular phones continue
expand, we anticipate that sales of our titlesvfobile platforms — for both handhelds and cellbi@andsets — will become an increasingly
important part of our business.

Acquisitions and InvestmenWe have engaged in, evaluated, and expect to emntorengage in and evaluate, a wide array of giaten
strategic transactions, including acquisitionsahpanies, businesses, intellectual propertiesp#mer assets. Since the beginning of fiscal
2007, we have completed several acquisitions arestments:

. In May 2007, we entered into a licensing agree¢ma&th and made a strategic equity investment iehimited (“The9”), a leading
online game operator in China. The licensing agesgrgives The9 exclusive publishing rights ok SPORTS™ FIFA Onliria
mainland China

. In April 2007, we expanded our commercial agregsevith and made strategic equity investmentséowz Corporation and a
related online gaming company, Neowiz Games. Bas&drea, Neowiz is an online media and gaming camypwith which we
partnered in 2006 to laun&A SPORTS FIFA Online Korea. We refer to Neowiz Corporation and Neo®ames collectively as
“Neowiz".

. In October 2006, the remaining outstanding shafé&igital lllusions C.E. (“DICE”) were purchasetthereby completing the
acquisition of the remaining minority interest ofE.

. In July 2006, we acquired Mythic as part of offioits to accelerate our growth in the massivehtiplayer online role-playing
market.
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. In fiscal 2007, we also acquired SingShot Medi&an Francisco-based online karaoke communityeisas substantially all of the
assets of Headgate Studios, a Utah-based develaghewhich we had partnered since 2000 to develamn EA franchises, and
Phenomic Game Development, a developer o-time-strategy games based in Germe

International Operations and Foreign Currency Exaba Impactinternational sales are a fundamental part of agiress. Net revenue frc
international sales accounted for approximatelp&@ent of our total net revenue during the finse&é months of fiscal 2008 and
approximately 49 percent of our total net revenuend the first three months of fiscal 2007. Ouemational net revenue was primarily
driven by sales in Europe and, to a much lessenéxin Asia. Year-over-year, foreign exchangesdi@d a favorable impact on our net
revenue of $14 million, or 3 percent, for the thneenths ended June 30, 2007. We believe that ierdodsucceed internationally, it is
important to locally develop content that is spieaify directed toward local cultures and consumAsssuch, we expect to continue to devote
resources to hiring local development talent anghaging our infrastructure, particularly in Asia.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our Condensed Consolidated Financial Statements Ib@en prepared in accordance with accountingiptéscgenerally accepted in the
United States. The preparation of these Condenseddlidated Financial Statements requires managaimemake estimates and assumpt
that affect the reported amounts of assets aniitied, contingent assets and liabilities, anderewe and expenses during the reporting
periods. The policies discussed below are congideyananagement to be critical because they aremptimportant to the portrayal of our
financial condition and results of operations Habdecause application and interpretation of tipedieies requires both judgment and
estimates of matters that are inherently uncesathunknown. As a result, actual results may diffaterially from our estimates.

Revenue Recognition, Sales Returns, Allowances Bad Debt Reserves

We derive revenue principally from sales of intéirecsoftware games designed for play on video geomsoles (such as the
PLAYSTATION 3, Xbox 360 and Wii), PCs and mobilagibrms including handheld game players (such @astny PSP and Nintendo DS),
and cellular handsets. We evaluate the recognitisavenue based on the criteria set forth in &tate of Position (“SOP”) 97-2Software
Revenue Recogniti” , as amended by SOP 98*Blodification of SOP 97-2, Software Revenue Redigmi With Respect to Certain
Transactions”and Staff Accounting Bulletin (“SAB”) No. 104Revenue Recognition? We evaluate revenue recognition using the folhmvi
basic criteria and recognize revenue when all &fuhe following criteria are met:

. Evidence of an arrangeme. Evidence of an agreement with the customer #fégats the terms and conditions to deliver prosluct
must be present in order to recognize reve

. Delivery. Delivery is considered to occur when a produshipped and the risk of loss and rewards of ovnigiisave been
transferred to the customer. For online game sesyidelivery is considered to occur as the sersipeovided.

. Fixed or determinable fe. If a portion of the arrangement fee is not fixedleterminable, we recognize revenue as the amount
becomes fixed or determinab

. Collection is deemed probabl&Ve conduct a credit review of each customer weolin a significant transaction to determine the
creditworthiness of the customer. Collection isrded probable if we expect the customer to be abfmy amounts under the
arrangement as those amounts become due. If werdeésthat collection is not probable, we recogmaeenue when collection
becomes probable (generally upon cash collect

Determining whether and when some of these criteaiee been satisfied often involves assumptionguwdginents that can have a significant
impact on the timing and amount of revenue we repagach period. For example, for multiple elemsmangements, we must make
assumptions and judgments in order to: (1) dete¥mihether and when each element has been deli@)edetermine whether undelivered
products or services are essential to the fundityraf the delivered products and services; (Iedmine whether vendor-specific objective
evidence of fair value (“VSOE") exists for each elidered element; and (4) allocate the total pageng the various elements we must
deliver. Changes to any of these assumptions gnjethts, or changes to the elements in a softwaaaegement, could cause a material
increase or decrease in the amount of revenue that
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we report in a particular period. For example, sarheur packaged goods products are sold with ergirvices. Prior to fiscal 2008, we were
able to determine VSOE for the online servicesaaélivered; therefore, we were able to allocatetdial price received from the combined
product and online service sale between these levoents and recognize the related revenue separtiivever, starting in fiscal 2008,
VSOE does not exist for the online services tod&esdred for certain platforms and all revenue friirase transactions are recognized over
the estimated online service period. More spedlfficatarting in fiscal 2008, we began to recogrtize revenue from sales of certain online-
enabled packaged goods on a straight-line basiseosi& month period beginning in the month aftépment. Accordingly, this relatively
small change (from having VSOE for online hostiegvices to no longer having VSOE) has had a sicgnifi effect on our reported results.

Determining whether a transaction constitutes dmegame service transaction or a download ofoayet requires judgment and can be
difficult. The accounting for these transactionsignificantly different. Revenue from product ddeads is recognized when the download
occurs (assuming all other recognition criteriarast). Revenue from online game services is reeeghas the services are rendered. If the
service period is not defined, we recognize themere over the estimated service period. Determithiagestimated service period is
inherently subjective and is subject to regulaisien based on historical online usage.

Product revenue, including sales to resellers dstdlilitors (“channel partners”), is recognized whiee above criteria are met. We reduce
product revenue for estimated future returns, picgéection, and other offerings, which may occithwur customers and channel partners.
Price protection represents the right to receigeedit allowance in the event we lower our wholegaice on a particular product. The amc¢
of the price protection is generally the differehetween the old price and the new price. In aetauntries, we have stock-balancing
programs for our PC and video game system prodwtish allow for the exchange of these productsdsgllers under certain circumstans
It is our general practice to exchange productive credits rather than to give cash refunds.

In certain countries, from time to time, we dedidgrovide price protection for both our PC andeddyame system products. When
evaluating the adequacy of sales returns and pratection allowances, we analyze historical retpourrent sell-through of distributor and
retailer inventory of our products, current treimisetail and the video game segment, changesstomer demand and acceptance of our
products, and other related factors. In additiom,monitor the volume of sales to our channel pastaad their inventories, as substantial
overstocking in the distribution channel could tesuhigh returns or higher price protection castsubsequent periods.

In the future, actual returns and price protectimay materially exceed our estimates as unsoldyatedn the distribution channels are
exposed to rapid changes in consumer preferen@&etrconditions or technological obsolescencetduew platforms, product updates or
competing products. For example, the risk of prodettrns and/or price protection for our produntsy continue to increase as the
PlayStation 2 console moves through its lifecy@While we believe we can make reliable estimateandigg these matters, these estimate
inherently subjective. Accordingly, if our estimatehanged, our returns and price protection resemeglld change, which would impact the
total net revenue we report. For example, if aatealrns and/or price protection were significamigater than the reserves we have
established, our actual results would decreaseeparted total net revenue. Conversely, if actealms and/or price protection were
significantly less than our reserves, this woulttéase our reported total net revenue. In additiaur estimates of returns and price
protection related to online-enabled packaged gpoaducts change, the amount of net deferred revemurecognize in the future would
change.

Significant judgment is required to estimate olmaénce for doubtful accounts in any accountingqeeiWe determine our allowance for
doubtful accounts by evaluating customer credithingss in the context of current economic trendkhastorical experience. Depending
upon the overall economic climate and the finanoaddition of our customers, the amount and tinthgur bad debt expense and cash

collection could change significantly.

Royalties and Licenses

Our royalty expenses consist of payments to (1)ergricensors, (2) independent software develgerd (3) co-publishing and distribution
affiliates. License royalties consist of paymentedmto celebrities, professional sports organinatimovie studios and other organizations
for our use of their trademarks, copyrights, peas@ublicity rights, content and/or other inteligat property. Royalty payments to
independent software developers are payments éadekielopment of intellectual property relatedao games. Cgublishing and distributic
royalties are payments made to third parties ferddlivery of product.
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Royalty-based obligations with content licensorg distribution affiliates are either paid in advarand capitalized as prepaid royalties or are
accrued as incurred and subsequently paid. Thgs#tydased obligations are generally expensed to cagpads sold generally at the gre:

of the contractual rate or an effective royaltyerbhsed on the total projected net revenue. Sogmifijudgment is required to estimate the
effective royalty rate for a particular contracedduse the computation of effective royalty ragegiires us to project future revenue, it is
inherently subjective as our future revenue pragest must anticipate a number of factors, includitigthe total number of titles subject to
contract, (2) the timing of the release of thelegj (3) the number of software units we expecaibwhich can be impacted by a number of
variables, including product quality and competitiand (4) future pricing. Determining the effeetioyalty rate for our titles is particularly
challenging due to the inherent difficulty in pretitig the popularity of entertainment products. éwclingly, if our future revenue projections
change, our effective royalty rates would chandg@civcould impact the royalty expense we recogritzepayments made to thinly
capitalized independent software developers anguddishing affiliates are generally made in conimectvith the development of a particular
product and, therefore, we are generally subjedetelopment risk prior to the release of the pobdficcordingly, payments that are due
prior to completion of a product are generally atized to research and development over the devedopperiod as the services are incurred.
Payments due after completion of the product (prilgneoyalty-based in nature) are generally expense cost of goods sold.

Our contracts with some licensors include minimurargnteed royalty payments which are initially réleal as an asset and as a liability at
the contractual amount when no performance renvaiisthe licensor. When performance remains withltbensor, we record guarantee
payments as an asset when actually paid and abikityi when incurred, rather than recording theeasnd liability upon execution of the
contract. Minimum royalty payment obligations alassified as current liabilities to the extent suayalty payments are contractually due
within the next twelve months. As of June 30, 2@6@ March 31, 2007, approximately $17 million afddillion, respectively, of minimum
guaranteed royalty obligations had been recogriizedch period.

Each quarter, we also evaluate the future reatimaif our royalty-based assets as well as any ogrézed minimum commitments not yet
paid to determine amounts we deem unlikely to léized through product sales. Any impairments ssés determined before the launch
product are charged to research and developmephegplmpairments or losses determined post-laarehharged to cost of goods sold. In
either case, we rely on estimated revenue to eteathe future realization of prepaid royalties aathmitments. If actual sales or revised
revenue estimates fall below the initial revenu@este, then the actual charge taken may be gramagety given quarter than anticipated.
During the three months ended June 30, 2007, vegyrézed impairment charges of less than $1 millite. had no impairments during the
three months ended June 30, 2006.

Valuation of Long-Lived Assets, including goodwdhd other intangible assets

We evaluate both purchased intangible assets &ed loing-lived assets in order to determine if éy@m changes in circumstances indicate a
potential impairment in value exists. This evaloatfequires us to estimate, among other things,etimaining useful lives of the assets and
future cash flows of the business. These evaluatima estimates require the use of judgment. Guabesults could differ materially from
our current estimates.

Under current accounting standards, we make judtgrabout the recoverability of purchased intang#sieets and other long-lived assets
whenever events or changes in circumstances irdécpbtential impairment in the remaining valu¢hef assets recorded on our Condensed
Consolidated Balance Sheets. In order to deterihmpotential impairment has occurred, managenrekes various assumptions about the
future value of the asset by evaluating future tess$ prospects and estimated cash flows. Our faatreash flows are primarily dependen
the sale of products for play on proprietary vig@me consoles, handheld game players, PCs, anthcélhndsets (“platforms”Yhe sales ¢
our products are affected by our ability to accelsapredict which platforms and which products vexelop will be successful. Also, our
revenue and earnings are dependent on our alilityeiet our product release schedules. Due to pradies shortfalls, we may not realize
future net cash flows necessary to recover our-livegl assets, which may result in an impairmerargk being recorded in the future. There
were no impairment charges recorded in the thregtimseended June 30, 2007. We recognized an ingignifamount of impairment during
the three months ended June 30, 2006.

Statement of Financial Accounting Standard (“SFAS6) 142,“Goodwill and Other Intangible Assetgequires at least an annual assess
for impairment of goodwill by applying a fair-vakimsed test. A two-step approach is required tagmsdwill for impairment for each
reporting unit. The first step tests for impairmbgtapplying fair value-based tests at the
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reporting unit level. The second step (if necegsemyasures the amount of impairment by applyingvaliue-based tests to individual assets
and liabilities within each reporting unit. Appligan of the goodwill impairment test requires judgmt, including identification of reporting
units, assignment of assets and liabilities to répg units, assignment of goodwill to reportingtanand determination of the fair value of
each reporting unit. The fair value of each repgrtinit is estimated using a discounted cash fl@thadology which requires significant
judgment to estimate the future cash flows, deteentihe appropriate discount rates, growth rateso#met assumptions. The determinatiol
fair value for each reporting unit could be matéyriaffected by changes in these estimates anchgstsens which could trigger impairment.
In fiscal 2007, we completed the first step of éimaual goodwill impairment testing as of Januarg]7 and found no indicators of
impairment of our recorded goodwill. We did notagnize an impairment loss on goodwill in fiscal ZDR006 or 2005. Future impairment
tests may result in a charge to earnings and thergotential for a write-down of goodwill in cagation with the annual impairment test.

Stock-Based Compensation

We are required to estimate the fair value of shiased payment awards on the date of grant. Threated fair value of stock options and
stock purchase rights granted pursuant to our ereplstock purchase plan (‘ESPP”) is determinedgusia Black-Scholes valuation model.
The Black-Scholes valuation model requires us tken@rtain assumptions about the future. The détetion of fair value is affected by our
stock price as well as assumptions regarding stibbgeand complex variables such as expected emeleyercise behavior and our expected
stock price volatility over the term of the awa@kenerally, our assumptions are based on histarit@mation and judgment is required to
determine if historical trends may be indicator$utfire outcomes. We estimated the following keguasptions for the Black-Scholes
valuation calculation:

. Risk-free interest rate The riskfree interest rate is based on U.S. Treasury yielé$fect at the time of grant for the expectauntef
the option.

. Expected volatility, We use a combination of historical stock pricéatitity and implied volatility computed based dretprice of
options publicly traded on our common stock for exgpected volatility assumptio

. Expected terr. The expected term represents the weighted-aveeximd the stock options are expected to remaistauding. The
expected term is determined based on historicatesebehavior, post-vesting termination patteopsions outstanding and future
expected exercise behavi

. Expected dividenc.

Employee stock-based compensation expense wadataltased on awards ultimately expected to wveshas been reduced for estimated
forfeitures. Forfeitures are revised, if necessargubsequent periods if actual forfeitures diffem those estimates and an adjustment wi
recognized at that time.

Changes to our underlying stock price, our assumptused in the Blacgeholes option valuation calculation and our faudies rate as well ¢
future grants of equity could significantly impacmpensation expense to be recognized during f&¥@8 and future periods.

We continue to recognize the remaining compensatigense for options granted prior to our adoptib8FAS No. 123 (revised 2004)
(“SFAS No. 123(R)"), “Share-Based Paymehusing the accelerated approach over the requisitéce period. However, in conjunction w
our adoption of SFAS No. 123(R) in fiscal 2007, eteanged our method of recognizing our stock-basewpensation expense for post-
adoption grants to the straight-line approach tlverequisite service period.

Income Taxes

We adopted Financial Accounting Standards Board$B") Interpretation (“FIN”) No. 48, “Accounting for Uncertainty in Income Taxes —
An Interpretation of FASB Statement No. ”, in the first quarter of fiscal 2008. See Note 8haf Notes to Condensed Consolidated Fina
Statements.

In the ordinary course of our business, there ameyntransactions and calculations where the taalagvultimate tax determination is
uncertain. As part of the process of preparing@oamdensed Consolidated Financial Statements, weequéred to estimate our income taxes
in each of the jurisdictions in which we operat®pto the completion and filing of tax
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returns for such periods. This process requiremating both our geographic mix of income and oucartain tax positions in each
jurisdiction where we operate. These estimateshievoomplex issues and require us to make judgmseuath as anticipating the positions
we will take on tax returns prior to our actuallgparing the returns and the outcomes of disputistax authorities. The ultimate resolution
of these issues frequently may take extended penbtme due to examinations by tax authoritied statutes of limitations. We are also
required to make determinations of the need tortedeferred tax liabilities and the recoverabibfydeferred tax assets. A valuation
allowance is established to the extent recovededdrred tax assets is not likely based on oumasitbn of future taxable income in each
jurisdiction.

In addition, changes in our business, includinguéitions, changes in our international corporatecture, changes in the geographic loca
of business functions or assets, changes in thgrggloic mix and amount of income, as well as chamgeur agreements with tax authorit
valuation allowances, applicable accounting rudgglicable tax laws and regulations, rulings andrjpretations thereof, developments in tax
audit and other matters, and variations in theregd and actual level of annual pre-tax incomeadtatt the overall effective income tax
rate.

The calculation of our tax liabilities involves aemting for uncertainties in the application of q@ex tax rules, regulations and practices. As
a result of the implementation of FIN No. 48, weagnize benefits for uncertain tax positions based two-step process. The first step is to
evaluate the tax position for recognition of a Brfer the absence of a liability) by determiniiighe weight of available evidence indicates
that it is more likely than not that the positiakén will be sustained upon audit, including resotuof related appeals or litigation processes,
if any. If it is not “more likely than not” that éhposition will be sustained, then we do not reagany benefit for the position. If it is more
likely than not that the position will be sustainadsecond step in the process is required to atihow much of the benefit we will

ultimately receive. This second step requires wsstonate and measure the tax benefit as the tamgesunt that is more than 50 percent lit

of being realized upon ultimate settlement. Inisdrently difficult and subjective to estimate sachounts. We reevaluate these uncertain tax
positions on a quarterly basis. This evaluatidosised on a number of factors including, but noitéichto, changes in facts or circumstances,
changes in tax law, new facts, correspondencetaittauthorities during the course of an audit,&ife settlement of audit issues, and
commencement of new audit activity. Such a changedognition or measurement would result in tledgaition of a tax benefit or an
additional charge to the tax provision in the perids a result of the adoption of FIN No. 48, w@eot our tax rate to be more volatile.

In order to estimate our annual effective tax rateare required to make a projection of seveeahd, including our projected amount of full-
year income in each jurisdiction in which we operamd the related income tax expense in each jctiol While this projection is inhereni
uncertain, our estimated annual tax rate for fi2€818 is expected to be unusually volatile andestthip significantly greater variation beca
relatively small changes in our forecasted profitigtand geographical mix of income for fiscal B)@ill significantly affect our estimated
annual effective tax rate. As such, as of the dritlefirst quarter of fiscal 2008, we believe gquiarterly tax rate is currently the most reliable
estimate of our effective tax rate. Accordinglye #ffective income tax rate reflected in our finahstatements for the first quarter of fiscal
2008 reflects only our estimated tax liabilitiegldax benefits for this quarter. The overall effexzincome tax rate for the fiscal year and
subsequent quarters will likely be different franistquarter’s tax rate and could be consideralsiféri or potentially lower, depending on our
profitability for the year.

RESULTS OF OPERATIONS

Ouir fiscal year is reported on a 52 or 53-weekquktihat ends on the Saturday nearest March 31re8ults of operations for the fiscal years
ended March 31, 2008 and 2007 contain 52 weekeadadn March 29, 2008 and March 31, 2007, respagti©ur results of operations for
the fiscal quarters ended June 30, 2007 and 20@@icol3 weeks and ended on June 30, 2007 and.,JRBO6, respectively. For simplicity
disclosure, all fiscal periods are referred tordireg on a calendar month end.

Beginning on April 1, 2006, we adopted SFAS No.(B)3nd applied the provisions of SAB No. 10BHare-Based Paymehtto our
adoption of SFAS No. 123(R). During the three merghded June 30, 2007, we recognized stock-basegdersation of $28 million, prisx,
and $23 million, net of tax. During the three manémded June 30, 2006, we recognized stock-basegertsation of $37 million, pre-tax,
and $29 million, net of tax. Stock-based compepgatixpense has been reflected in the respectiatidnal line items on our Condensed
Consolidated Statements of Operations.
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Net Revenue

We derive net revenue principally from sales oéiattive software games designed for play on vgieoe consoles (such as the PlayStation
2, PLAYSTATION 3, Xbox 360 and Wii), PCs and hanlthgame players (such as the Sony PSP, Nintendard¥Nintendo Game Boy
Advance) and cellular handsets. We also deriveavanue from selling services in connection witteaf our online games, programming
third-party web sites with our game content, allowingeottompanies to manufacture and sell our prodaatsmjunction with other produci
and selling advertisements on our online web pagésn our games.

From a geographical perspective, our total netmegdor the three months ended June 30, 2007 &@i\@8s as follows (in millions):

Three Months Ended June { Increase %
2007 2006 (Decrease Change
North America $ 163 41% $ 20¢ 51% $ (46) (22%)
Europe 204 52% 16¢ 41% 35 21%
Asia 28 7% 35 8% (7) (20%;
International 232 59% 204 49% 28 14%
Total Net Revenu $ 39 10(% $ 41: 10C% $ (18) (4%)

Total net revenue for the three months ended JOn2@®7 was $395 million, down 4 percent as conpsrehe three months ended June 30,
2006. Deferred net revenue related to certain opackaged goods and digital content sales, whitttba/recognized in future periods,
decreased our reported net revenue by $36 miflldinring the three months ended June 30, 2007 asaredhpo the three months ended
June 30, 2006. From an operational perspectivejebosease was driven by (1) a $38 million decr@aset revenue from sales of titles for
PlayStation 2 (of which $8 million was deferred amifl be recognized in future periods), (2) a $20lion decrease in net revenue from sales
of titles for the Xbox, and (3) a $16 million dease in net revenue from sales of titles for the REMhich $9 million was deferred and will
be recognized in future periods). These decreaeses significantly offset by (1) $29 million of netvenue from sales of titles for the Wi,
which was initially released in November 2006, g)increase of $23 million in net revenue from salktitles for the PC (of which

$7 million was deferred and will be recognizedutufe periods), and (3) an increase of $17 mililonet revenue from sales of titles for the
Nintendo DS

@ The deferral of $36 million of net revenue, whiclil e recognized in future periods, consisted1gf§9 million of net revenue related to
the PSP, (2) $8 million of net revenue relatechtoPlayStation 2, (3) $7 million of net revenuetedl to the PLAYSTATION 3, (4)
$7 million of net revenue related to the PC, (5ndillion of net revenue related to cellular handsand (6) $4 million of other net reven

North America

For the three months ended June 30, 2007, netueviarNorth America was $163 million, driven byesabfHarry Potter and the Order of
the Phoenix Command & Conquer 3 Tiberium Warand Club Pogo subscription revenue.

Net revenue for the three months ended June 3@, @8€reased 22 percent as compared to the threthsremded June 30, 2006. Deferrec
revenue related to certain of our packaged goodsi@ital content sales, which will be recognizeduture periods, decreased our reported
net revenue by $8 milliof? during the three months ended June 30, 2007 asareahfo the three months ended June 30, 2006. &nom
operational perspective, the decrease was drivét)tsy $27 million decrease in net revenue froresal titles for the PlayStation 2 (of whi
$2 million was deferred and will be recognizedutufe periods), (2) a $16 million decrease in peenue from sales of titles for the Xbox
360, and (3) a $14 million decrease in net revérara sales of titles for the Xbox. These decreasa® partially offset by (1) $13 million of
net revenue from sales of titles for the Wii, aBflg $7 million increase in net revenue from saleitles for the PC.

®) The deferral of $8 million of net revenue, whicHlWi recognized in future periods, consisted ¢f3 million of net revenue related to
the PSP, (2) $2 million of net revenue relatechtoRlayStation 2, (3) $1 million of net revenueted to cellular handsets, and (4)
$2 million of other net revenu
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We expect net revenue for North America to increhging fiscal 2008 as compared to fiscal 2007.

Europe

For the three months ended June 30, 2007, netueviarEurope was $204 million, driven by saleslafry Potter and the Order of the
Phoenix, Command & Conquer 3 Tiberium WarandThe Sims 2 We estimate that foreign exchange rates (priméng Euro and the

British pound sterling) increased reported net nereeby approximately $13 million, or 8 percent, the three months ended June 30, 2007 as
compared to the three months ended June 30, 2@8kiding the effect of foreign exchange rates, stingate that net revenue increased by
approximately $43 million, or 25 percent, for theege months ended June 30, 2007.

Net revenue for the three months ended June 3@, id@€eased 21 percent as compared to the threthmended June 30, 2006. Deferred
revenue related to certain of our packaged goodgiayital content sales, which will be recognizeduture periods, decreased our reported
net revenue by $21 millio® during the three months ended June 30, 2007 asarehpo the three months ended June 30, 2006. &nom
operational perspective, the increase was drivefips $20 million increase in net revenue fronesaif titles for the PC (of which $4 millic
was deferred and will be recognized in future ps)o(2) $15 million of net revenue from salesitiés$ for the Wii, and (3) a $10 million
increase in net revenue from sales of titles ferNintendo DS. These increases were partially bifgen $8 million decrease in net revenue
from sales of titles for the PlayStation 2 (of whi5 million was deferred and will be recognizeduture periods).

© The deferral of $21 million of net revenue, whichi e recognized in future periods, consisted1)f§5 million of net revenue related to
the PlayStation 2, (2) $5 million of net revenulated to the PLAYSTATION 3, (3) $4 million of nedvenue related to the PC, (4)
$4 million of net revenue related to the PSP, &)d&8 million of other net revenu

We expect net revenue for Europe to increase diisngl 2008 as compared to fiscal 2007.

Asia

For the three months ended June 30, 2007, netueviarAsia was $28 million, driven by salesHsdrry Potter and the Order of the Phoenix
Command & Conquer 3 Tiberium WasdMedal of Honor AirbornéM . We estimate that foreign exchange rates incresgemted net
revenue by approximately $1 million, or 3 percéat,the three months ended June 30, 2007 as cothpathe three months ended June 30
2006. Excluding the effect of foreign exchangesatee estimate that net revenue decreased by apyai@ty $1 million, or 3 percent, for the
three months ended June 30, 2007.

Net revenue for the three months ended June 30, @8€reased 20 percent as compared to the thretasremded June 30, 2006. Deferrec
revenue related to certain of our packaged goodsi@yital content sales, which will be recognizeduture periods, decreased our reported
net revenue by $7 milliof¥) during the three months ended June 30, 2007 asareahfo the three months ended June 30, 2006.

@ The deferral of $7 million of net revenue, whicHlWi recognized in future periods, consisted ¢f3 million of net revenue related to
the PLAYSTATION 3, (2) $2 million of net revenudated to the PC, (3) $1 million of net revenue tedsto the PlayStation 2, and (4)
$1 million of net revenue related to the P

We expect net revenue for Asia to increase sligitigng fiscal 2008 as compared to fiscal 2007.

Cost of Goods Sold

Cost of goods sold for our packaged-goods busioassists of (1) product costs, (2) certain royaktpenses for celebrities, professional
sports and other organizations and independenwardtdevelopers, (3) manufacturing royalties, fi@otume discounts and other vendor
reimbursements, (4) expenses for defective prod(ixsvrite-offs of post-launch prepaid royalty t9§6) amortization of certain intangible
assets, (7) personnel-related costs, and (8)liivh costs. We generally recognize volume distowhen they are earned from the
manufacturer (typically in connection with the asle@ment of unit- based milestones), whereas otetlar reimbursements are generally
recognized as the related revenue is recognizest. @goods sold for our online products consisisarily of data center and bandwidth
costs associated with hosting our web sites, coadi fees and royalties for use of third-partypgnties. Cost of goods sold for our web site
advertising business primarily consists of ad-segosts.
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Costs of goods sold for the three months ended 3002007 and 2006 were as follows (in millions):

Change as

June 30 % of Net June 30 % of Net % of Net

2007 Revenue 2006 Revenue % Change Revenue
$ 166 42.0% $ 168 40.7% (1.2%) 1.3%

During the three months ended June 30, 2007, ascamtage of total net revenue, cost of goodsisot@ased primarily as a result of the
deferral of $36 million in net revenue related éotain online-enabled packaged goods and digitatert with no corresponding deferral in
cost of goods sold. Overall, cost of goods sold percentage of total net revenue increased byajppately 4 percent in the three months
ended June 30, 2007 as compared to the three mamdesl June 30, 2006 due to our net revenue deferra

As a percentage of total net revenue, the incremsest of goods sold was partially offset by low@yalty costs as a result of (1) lower roy:
rates on sales of titles shipped in the first qerasf the current year versus titles shipped irfitise quarter of the prior year and (2) lower
royalty costs associated with our cellular han@issiness. We estimate that royalty costs as a p@ge of total net revenue decreased by
approximately 3 percent during the three monthedridine 30, 2007 as compared to the three mondesl dune 30, 2006.

Although there can be no assurance, and our aetsialts could differ materially, in the short tewa expect our gross margin as a percentage
of total net revenue to decline in fiscal 2008 aspared to fiscal 2007 as a result of (1) increa¥drred net revenue related to certain
online-enabled packaged goods (we expense th@tgebds sold related to these transactions duhiegeriod in which the product is
delivered) and (2) a higher mix of co-publishinglatistribution net revenue that has a lower groaggin.

Marketing and Sales

Marketing and sales expenses consist of persoetakd costs and advertising, marketing and pramatiexpenses, net of qualified
advertising cost reimbursements from third parties.

Marketing and sales expenses for the three momithsdeJune 30, 2007 and 2006 were as follows (itom):

June 30 % of Net June 30 % of Net
2007 Revenue 2006 Revenue $ Change % Change
$ 82 21% $ 77 19% $ 5 6%

Marketing and sales expenses increases by $5 mibiothe three months ended June 30, 2007 as cechpathe three months ended
June 30, 2006. The increase was primarily due fo@ease of $4 million in personnel-related cgsimarily resulting from an increase in
headcount of 18 percent.

We expect marketing and sales expenses to incireassolute dollars in fiscal 2008 as comparedsiwaf 2007 primarily due to higher
advertising and marketing activity to support atles.

General and Administrative

General and administrative expenses consist obpeed and related expenses of executive and adnaitive staff, fees for professional
services such as legal and accounting, and allosgafor doubtful accounts.
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General and administrative expenses for the thia®tms ended June 30, 2007 and 2006 were as follawsillions):

June 30 % of Net June 30 % of Net
2007 Revenue 2006 Revenue $ Change % Change
$ 71 18% $ 59 14% $ 12 20%

General and administrative expenses increased dyrilion for the three months ended June 30, 289Zompared to the three months ei
June 30, 2006 primarily due to increases in coterhservices associated with systems initiativespanfessional services of $7 million and
facilities-related expenses of $5 million to sugpmrr business.

We expect general and administrative expensestease in absolute dollars in fiscal 2008 as coetpty fiscal 2007 primarily due to an
increase in personnel-related costs.

Research and Development

Research and development expenses consist of egigrsirred by our production studios for persomaksdted costs, contracted services,
equipment depreciation and any impairment of piepayalties for pre-launch products. Research awtldpment expenses for our online
business include expenses incurred by our studiosisting of direct development and related ovedteests in connection with the
development and production of our online gameseReh and development expenses also include expasseciated with the development
of web site content, network infrastructure direxpenses, software licenses and maintenance, andrkeand management overhead.

Research and development expenses for the threthsnemded June 30, 2007 and 2006 were as followsi(lions):

June 30 % of Net June 30 % of Net
2007 Revenue 2006 Revenue $ Change % Change
$ 250 63% $ 216 52% $ 34 16%

Research and development expenses increased byifia4 for the three months ended June 30, 2003oaspared to the three months en
June 30, 2006. The increase was primarily due)tarflincrease of $17 million in external developtrassts primarily due to a higher num|
of projects in development as compared to the gear, (2) an increase of $13 million in persormeddited costs, primarily due to a 16 per:
increase in headcount as compared to prior yedr(3ran increase of $5 million in facilities-reddtexpenses in support of our research and
development functions worldwide.

We expect research and development expenses &ag&in absolute dollars in fiscal 2008 as compiaréidcal 2007 primarily to support o
development of titles for the new generation ofsmes.

Restructuring Charges

Restructuring charges for the three months ended 30, 2007 and 2006 were as follows (in millions):

June 30 % of Net June 30 % of Net
2007 Revenue 2006 Revenue $ Change % Change
$ 2 1% $ 6 1% $ (4 (67%)

During the three months ended June 30, 2007, weried approximately $2 million of employee-relatedtructuring expenses in connection
with our fiscal 2006 international publishing reanization. During the three months ended June @@, 2estructuring charges were
approximately $6 million of which $4 million wasrfemployee-related expenses and $2 million in otsts in connection with our fiscal
2006 international publishing reorganization.

In connection with our fiscal 2006 internationabpshing reorganization, in fiscal 2008, we exptecincur between $5 million and
$10 million of restructuring costs. Overall, inclng charges incurred through June 30, 2007, weaitpencur between $50 million and
$55 million of restructuring costs in connectiortiwour fiscal 2006 international publishing reorgartion,
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substantially all of which will result in cash exqlitures by 2017. These restructuring costs witisist primarily of employee-related
relocation assistance (approximately $30 millidagjlity exit costs (approximately $15 million), all as other reorganization costs
(approximately $7 million).

Interest and Other Income, Net

Interest and other income, net, for the three moatided June 30, 2007 and 2006 were as follownsillions):

June 30 % of Net June 30 % of Net
2007 Revenue 2006 Revenue $ Change % Change
$ 27 7% $ 21 5% $ 6 29%

For the three months ended June 30, 2007, intenelsbther income, net, increased by $6 milliorR®percent, as compared to the three
months ended June 30, 2006 primarily due to arease of $7 million in interest income as a resuftigher yields on our cash, cash
equivalent and short-term investment balances.

Income Taxes

Benefit from income taxes for the three months dntise 30, 2007 and 2006 were as follows (in nmidjo

June 30 Effective June 30 Effective
2007 Tax Rate 2006 Tax Rate % Change
$ 24 15.1% $ 17 17.6% 41%

Our effective income tax rates were 15.1 percedtlah6 percent for the three months ended Jun2®X, and 2006, respectively. Because
relatively small changes in our forecasted profitigifor fiscal 2008 can significantly affect oasstimated annual effective tax rate, we bel
our quarterly tax benefit rate of 15.1 percentigently the most reliable estimate of our effegtiax benefit rate. Accordingly, our quarterly
tax rate for the three months ended June 30, 2007hee remainder of fiscal 2008 largely depend wnpoofitability and could fluctuate
significantly. In addition, our effective incomexteates for the remainder of fiscal 2008 and fupeedods will depend on a variety of factors.
For example, changes in our business, includingiaittpns and intercompany transactions (for examible acquisition of and intercompany
transactions relating to both Mythic and DICE) nopyears, changes in our international structahanges in the geographic location of
business functions or assets, changes in the gaugnaix of income, as well as changes in, or teation of, our agreements with tax
authorities, valuation allowances, applicable aatiog rules, applicable tax laws and regulationings and interpretations thereof,
developments in tax audit and other matters, andti@ns in the estimated and actual level of ahpuertax income or loss can affect the
overall effective income tax rate for the remainoefiscal 2008 and future periods. We incur certaix expenses that do not decline
proportionately with declines in our pre-tax com$ated income or loss. As a result, in absolutéaddérms, our tax expense will have a
greater influence on our effective tax rate at Iolegels of pre-tax income or loss than higher levim addition, at lower levels of pre-tax
income or loss, our effective tax rate will be moodatile.

We historically have considered undistributed aagsiof our foreign subsidiaries to be indefinitedjnvested outside of the United States
accordingly, no U.S. taxes have been provided trer&lthough we repatriated funds under the Amerigabs Creation Act of 2004 in fiscal
2006, we currently intend to continue to indefilyiteeinvest the undistributed earnings of our fgresubsidiaries outside of the United States.

Impact of Recently Issued Accounting Standards

In September 2006, the FASB issued SFAS No. 153jr‘Value Measurements SFAS No. 157 defines fair value, establishesaanEwork
for measuring fair value in generally accepted aotiog principles and expands disclosures abouwfdiue measurements. Fair value refers
to the price that would be received to sell antasispaid to transfer a liability in an orderly tisaction between market participants in the
market in which the reporting entity transacts. SH¥0. 157 establishes a fair value hierarchy thatitizes the information used to develop
those assumptions. Fair value measurements wowddpmerately disclosed by level within the fair vahierarchy. The provisions of SFAS
No. 157 are effective for financial statements éssfor fiscal years beginning after November 18)72@&nd interim periods within those fis
years. We do not expect the adoption of SFAS Na@.thSave a material impact on our Condensed Cinladetl Financial Statemen
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In February 2007, the FASB issued SFAS No. 15Bé Fair Value Option for Financial Assets and Final Liabilities — Including an
amendment of FASB Statement No. LEFAS No. 159 permits entities to choose to measuany financial instruments and certain other
items at fair value that are not currently requitetbe measured at fair value. It also establighesentation and disclosure requirements
designed to facilitate comparisons between entitiaschoose different measurement attributesifoitar types of assets and liabilities. The
provisions of SFAS No. 159 are effective for finmhstatements issued for fiscal years beginnitgr &dlovember 15, 2007. This Statement
should not be applied retrospectively to fiscalrgdzeginning prior to the effective date, excepp@snitted with early adoption. We are
evaluating if we will adopt SFAS No. 159 and whapact the adoption will have on our Condensed Qaleted Financial Statements if we
adopt. If we adopt SFAS No. 159, it could have &emial impact on our Condensed Consolidated Firsi8tatements.

In June 2007, the FASB ratified the Emerging Issiesk Force’s (“EITF”) consensus conclusion on EOIF&03, “Accounting for Advance
Payments for Goods or Services to Be Used in FulResearch and Developm¢’. EITF 07-03 addresses the diversity which exigth

respect to the accounting for the non-refundabtéqgoof a payment made by a research and developemtity for future research and
development activities. Under this conclusion, afitgis required to defer and capitalize non-refable advance payments made for researct
and development activities until the related goadsdelivered or the related services are perforfaBid- 07-03 is effective for interim or
annual reporting periods in fiscal years beginriftgr December 15, 2007 and requires prospectigkcagion for new contracts entered into
after the effective date. We do not expect the idopf EITF 07-03 to have a material impact on Gondensed Consolidated Financial
Statements.

LIQUIDITY AND CAPITAL RESOURCES

As of As of
June 30 March 31 Increase
(In millions) 2007 2007 (Decrease
Cash and cash equivalel $ 668 $ 1,371 $ (709
Shor-term investment 1,52¢ 1,26/ 262
Marketable equity securitie 66C 341 31¢
Total $ 2,84¢ $ 2,97¢ $ (129)
Percentage of total assi 57% 58%
June 30
(In millions) 2007 2006 Decreast
Cash used in operating activiti $ (192 $ (39 $ (159
Cash provided by (used in) investing activit (547) 11 (55¢)
Cash provided by financing activiti 26 27 Q)
Effect of foreign exchange on cash and cash ecprits 5 6 D
Net increase (decrease) in cash and cash equis $ (709 $ 6 $ (719

Changes in Cash Flow

During the three months ended June 30, 2007, wet $E@2 million of cash from operating activitiescasnpared to $38 million for the three
months ended June 30, 2006. The increase in cashiusperating activities for the three monthsashdune 30, 2007 as compared to the
three months ended June 30, 2006 resulted prinfeoity (1) approximately $90 million increase in aahbonus payments, (2) a $26 million
increase as a result of the timing of our royakliyments, and (3) an increase in operating expeWéegxpect cash provided by operating
activities to increase in fiscal 2008 as compaceiistal 2007.

For the three months ended June 30, 2007, we gede$641 million of cash proceeds from maturitied aales of shoiterm investments ar
$18 million in proceeds from sales of common stitwkugh our stock-based compensation plans. Oorgpyi
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use of cash in non-operating activities consisfe®887 million used to purchase short-term investta@and $277 million used to purchase
marketable equitable securities and investmeraffilmates.

Short-term investments and marketable equity setias

Due to our mix of fixed and variable rate secusitieur short-term investment portfolio is suscdptib changes in shotérm interest rates. /
of June 30, 2007, our short-term investments hadgunrealized gains of less than $1 million, ss lhan 1 percent of the total in short-term
investments, and gross unrealized losses of appatgly $3 million, or less than 1 percent of thmltin shortterm investments. From time
time, we may liquidate some or all of our shortvienvestments to fund operational needs or othiviges, such as capital expenditures,
business acquisitions or stock repurchase progeending on which short-term investments we tigte to fund these activities, we could
recognize a portion, or all, of the gross unredligains or losses. However, as of June 30, 200hadeo intention of selling any short-term
investments that had an unrealized loss.

Marketable equity securities increased to $660ionilas of June 30, 2007, from $341 million as ofréMa31, 2007. This increase was
primarily due to (1) our $167 million investmentThe9, (2) our $83 million common stock investmienileowiz, and (3) increases in the
value of our investments in The9 of $41 million ddisoft Entertainment of $27 million. In additione made a $27 million preferred stock
investment in Neowiz which is classified as an staeent in affiliates on our Condensed Consolid&eldnce Sheets.

Receivables, net

Our gross accounts receivable balances were $286mand $470 million as of June 30, 2007 and Madd, 2007, respectively. The
decrease in our accounts receivable balance wasuply due to lower sales volumes in the first geaof fiscal 2008 as compared to the
fourth quarter of fiscal 2007 and the collection@teivables from the fourth quarter of fiscal 20@Rich was expected as we traditionally
have lower sales during our first fiscal quartecaspared to our fourth fiscal quarter. We expectaccounts receivable balance to increase
during the three months ending September 30, 288&don our seasonal product release schedulavBe$er sales returns, pricing
allowances and doubtful accounts decreased in atiestbllars from $214 million as of March 31, 2@6%176 million as of June 30, 2007.
Reserves remained flat at 8 percent as a perceatageling nine month net revenue for both Jufe 2007 and March 31, 2007. We believe
these reserves are adequate based on historieiexge and our current estimate of potential rstupricing allowances and doubtful
accounts.

Inventories

Inventories increased to $74 million as of JuneZB®7, from $62 million as of March 31, 2007 prifhaas a result of an inventory build-up
related toNCAA® Football 08in anticipation of the post-quarter release. OthanNCAA Football 0&ndHarry Potter and the Order of the
Phoenix, no single title represented more than $5 milbdbmventory as of June 30, 2007.

Other current assets
Other current assets increased to $252 milliorf dsime 30, 2007, from $219 million as of March 2Q07, primarily due to an increase in
prepaid royalties.

Accounts payable

Accounts payable decreased to $119 million as 0é B0, 2007, from $180 million as of March 31, 20@Tmarily due to lower marketing
and advertising expenses during first quartersfdi 2008 as compared to the fourth quarter o&fi2607 related to the seasonality of our
business.

Accrued and other current liabilities

Our accrued and other current liabilities decreasegt15 million as of June 30, 2007 from $814 imillas of March 31, 2007. The decrease
was primarily due to (1) $283 million of currentame taxes accrued being reclassified to l@mg: tax obligations as a result of our adop
of FIN No. 48 (see Note 8 of the Notes to Conder3edsolidated Financial
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Statements), and (2) payments of $127 million egldab our fiscal 2007 bonus made during the threeths ended June 30, 2007.

Deferred income taxes, net

Our net deferred income tax asset position incebbgeb55 million as of June 30, 2007 as comparddarch 31, 2007 primarily due to
increases of (1) $25 million in deferred tax assessiting from the tax benefit we recognized edab our operating loss during the three
months ended June 30, 2007, (2) $6 million in defktax assets related to stock-based compensatidr(3) $36 million in deferred tax
assets related to the adoption of FIN No. 48. Theseases were patrtially offset by increases ferded tax liabilities of $17 million related
to the unrealized gains on investments which wecegnized in accumulated other comprehensive inammir Condensed Consolidated
Balance Sheets.

Financial Condition

We believe that existing cash, cash equivalentst4brm investments and cash generated from dpasawill be sufficient to meet our
operating requirements for at least the next tweteaths, including working capital requirementgital expenditures, and potential future
acquisitions or strategic investments. We may ca@sny time to raise additional capital to sttkag our financial position, facilitate
expansion, pursue strategic acquisitions and invests or to take advantage of business opportaragehey arise. There can be no
assurance, however, that such additional capithbeiavailable to us on favorable terms, if af atlthat it will not result in substantial
dilution to our existing stockholders.

The loan financing arrangements supporting our RediwCity headquarters leases with Keybank Natiésabciation, described in the “Off-
Balance Sheet Commitments&ction below, are scheduled to expire in July 2Q@n expiration of the financing, we may requestbehal
of the lessor and subject to lender approval, @itiadal one-year extension of the loan financiegween the lessor and the lenders. In the
event the lessor’s loan financing with the lendensot extended, we may loan to the lessor apprateiy 90 percent of the financing, and
require the lessor to extend the remainder thrdwigh2009, otherwise the leases will terminate. tUpgrpiration of the leases, we may
purchase the facilities for $247 million, or arrarfgr a sale of the facilities to a third party the event of a sale to a third party, if the sale
price is less than $247 million, we will be obligdtto reimburse the difference between the actlalgice and $247 million, up to maximt
of $222 million, subject to certain provisions bétleases.

As of June 30, 2007, approximately $1,010 millidmor cash, cash equivalents, short-term investsnandd marketable equity securities that
was generated from operations was domiciled inidor&ax jurisdictions. While we have no plans tpaeiate these funds to the United States
in the short term, if we choose to do so, we waddrue and pay additional taxes on any portiom@frépatriation where no United States
income tax had been previously provided.

We have a “shelf” registration statement on For® @ file with the SEC. This shelf registrationtstaent, which includes a base prospectus,
allows us at any time to offer any combination ewities described in the prospectus in one oerofferings up to a total amount of

$2 billion. Unless otherwise specified in a progpssupplement accompanying the base prospectuspwld use the net proceeds from the
sale of any securities offered pursuant to thef shglstration statement for general corporate pseg, including for working capital,

financing capital expenditures, research and deweémt, marketing and distribution efforts and,gportunities arise, for acquisitions or
strategic alliances. Pending such uses, we mayirle net proceeds in interest-bearing securitiesddition, we may conduct concurrent or
other financings at any time.

Our ability to maintain sufficient liquidity coulde affected by various risks and uncertaintiesuisiclg, but not limited to, those related to
customer demand and acceptance of our productewmlatforms and new versions of our products astiexg platforms, our ability to
collect our accounts receivable as they becomegligeessfully achieving our product release sclesdahd attaining our forecasted sales
objectives, the impact of competition, economicditians in the United States and abroad, the sedsml cyclical nature of our business
operating results, risks of product returns andother risks described in the “Risk Factors” sattiacluded in Part I, Item 1A of this report.
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Contractual Obligations and Commercial Commitments

Development, Celebrity, League and Content Licenggmyments and Commitments

The products we produce in our studios are designdccreated by our employee designers, artidtsya®@ programmers and by non-
employee software developers (“independent artmtsthird-party developers”). We typically advangevelopment funds to the independent
artists and third-party developers during developneé our games, usually in installment paymentslenapon the completion of specified
development milestones. Contractually, these pajsrane generally considered advances against sudrsegpyalties on the sales of the
products. These terms are set forth in written egents entered into with the independent artisdstlaind-party developers.

In addition, we have certain celebrity, league emdtent license contracts that contain minimum guige payments and marketing
commitments that may not be dependent on any dalies. Celebrities and organizations with whomhaee contracts include: FIFA,
FIFPRO Foundation, UEFA and FAPL (Football AssaoimPremier League Limited) (professional soccdASCAR (stock car racing);
National Basketball Association (professional béisé); PGA TOUR and Tiger Woods (professional ydNational Hockey League ai
NHL Player’ Association (professional hockey); Warner Brdgalry Potter, Batman and Superman); New Line Prooioe and Saul Zaentz
Company (The Lord of the Rings); Red Bear Inc. (Jdtadden); National Football League PropertiesRhAYERS Inc. (professional
football); Collegiate Licensing Company (collegi&etball, basketball and baseball); Simcoh (Defh)]aviacom Consumer Products (The
Godfather); ESPN (content in EA SPORT™Sgames); Twentieth Century Fox Licensing and Merdigng (The Simpsons); and Marvel
Entertainment, Inc. (Marvel character fighting gan@hese developer and content license commitnmeptssent the sum of (1) the cash
payments due under non-royalty-bearing licensesandces agreements and (2) the minimum guarap@adents and advances against
royalties due under royalty-bearing licenses amdices agreements, the majority of which are cao#l upon performance by the
counterparty. These minimum guarantee paymentsuaydelated marketing commitments are includedéntable below.

The following table summarizes our minimum contwatbbligations and commercial commitments as aBR0, 2007, and the effect we
expect them to have on our liquidity and cash floviuture periods (in millions):

Commercial
Contractual Obligation Commitments
Developer; Letter of Credit
Fiscal Yeal Licensor Bank anc
Ending March 31 Lease«® Commitments) Marketing Other Guarante: Total
2008 (remaining nine month $ 44 $ 178 $ 63 $ 5 $ 28t
2009 56 20t 40 — 301
2010 39 165 31 — 23¢
2011 27 264 32 — 32%
2012 24 62 17 — 108
Thereafte 46 662 16¢ — 877
Total $ 23¢ $ 1,531 $ 352 $ 5 $2,12¢

() See discussion on operating leases ir* Off-Balance Sheet Commitme” section below for additional informatio

@ Developer/licensor commitments include $17 millafrcommitments to developers or licensors that hmeen recorded in current and
long-term liabilities and a corresponding amountunrent and long-term assets in our Condenseddlidated Balance Sheets as of
June 30, 2007 because payment is not contingemt pgdormance by the developer or licen:

The amounts represented in the table above refleaninimal cash obligations for the respectivedisyears, but do not necessarily represent
the periods in which they will be expensed in oon@ensed Consolidated Financial Statements.

Lease commitments include contractual rental comenits of $15 million under real estate leases fottilized office space resulting from
our restructuring activities. These amounts, netstimated future sub-lease income, were expemnstt iperiods of the related restructuring
and are included in our accrued and other curiabilities reported on our Condensed Consolidateldce Sheets as of June 30, 2007. See
Note 5 of the Notes to Condensed Consolidated EinbBtatements
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Also, as discussed in Note 8 of the Notes to CoseldiConsolidated Financial Statements, we adopeegrbvisions of FIN No. 48. As of
April 1, 2007, we had a liability for unrecogniztak benefits and an accrual for the payment otedlaterest totaling $318 million, of which
approximately $41 million is offset by prior casbpwsits to tax authorities for issues pending tegmi. For the remaining liability, we are
unable to make a reasonably reliable estimate efwdash settlement with a taxing authority willwcc
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OFF-BALANCE SHEET COMMITMENTS

Lease Commitments and Residual Value Guarantees

We lease certain of our current facilities, furniand equipment under non-cancelable operatirsg lagreements. We are required to pay
property taxes, insurance and normal maintenansts éor certain of these facilities and will beu&gd to pay any increases over the base
year of these expenses on the remainder of oditizei

In February 1995, we entered into a build-to-sediske (“Phase One Lease”) with a thpatty lessor for our headquarters facilities in Wedd
City, California (“Phase One Facilities"fhe Phase One Facilities comprise a total of apprately 350,000 square feet and provide spac
sales, marketing, administration and research amdldpment functions. In July 2001, the lesson@efced the Phase One Lease with
Keybank National Association through July 2006. Piease One Lease expires in January 2039, subjeatly termination in the event the
underlying financing between the lessor and itsléea is not extended. Subject to certain termscanditions, we may purchase the Phase
One Facilities or arrange for the sale of the Pl@se Facilities to a third party.

Pursuant to the terms of the Phase One Lease, weedmaoption to purchase the Phase One Facilitiasyatime for a purchase price of
$132 million. In the event of a sale to a thirdtpaif the sale price is less than $132 million, wi#l be obligated to reimburse the difference
between the actual sale price and $132 milliontougp maximum of $117 million, subject to certaioysions of the Phase One Lease, as
amended.

On May 26, 2006, the lessor extended its loan Gimanunderlying the Phase One Lease with its lentte@ough July 2007, and on May 14,
2007, the lenders extended this financing agaimfoadditional year through July 2008. We may retjue behalf of the lessor and subjec
lender approval, an additional one-year extensfdgheloan financing between the lessor and thddes In the event the lessor’s loan
financing with the lenders is not extended, we hoay to the lessor approximately 90 percent offitiencing, and require the lessor to ext
the remainder through July 2009; otherwise thedla@l terminate. We account for the Phase One é@asangement as an operating lease in
accordance with SFAS No. 13Atcounting for Leases as amended.

In December 2000, we entered into a second buikliiblease (“Phase Two Lease”) with Keybank Natloikssociation for a five and one-
half year term beginning in December 2000 to expaumdRedwood City, California headquarters fa@ftand develop adjacent property
(“Phase Two Facilities”). Construction of the Ph@se Facilities was completed in June 2002. ThesBHavo Facilities comprise a total of
approximately 310,000 square feet and provide sfuacsales, marketing, administration and researghdevelopment functions. Subject to
certain terms and conditions, we may purchase liasdéTwo Facilities or arrange for the sale ofRhase Two Facilities to a third party.

Pursuant to the terms of the Phase Two Lease, wedraoption to purchase the Phase Two Facilitiasytime for a purchase price of
$115 million. In the event of a sale to a thirdtpaif the sale price is less than $115 million, wil be obligated to reimburse the difference
between the actual sale price and $115 milliontougp maximum of $105 million, subject to certaioysions of the Phase Two Lease, as
amended.

On May 26, 2006, the lessor extended the PhaselPase through July 2009 subject to early termimaiticthe event the underlying loan
financing between the lessor and its lenders igrtnded. Concurrently with the extension of #aesk, the lessor extended the loan finar
underlying the Phase Two Lease with its lendersutjin July 2007. On May 14, 2007, the lenders exddrlis financing again for an
additional year through July 2008. We may requastehalf of the lessor and subject to lender agdran additional one-year extension of
the loan financing between the lessor and the lsndie the event the lessor’s loan financing with kenders is not extended, we may loan to
the lessor approximately 90 percent of the finagcamd require the lessor to extend the remaifdtetgh July 2009, otherwise the lease will
terminate. We account for the Phase Two Lease @graant as an operating lease in accordance witlfBS¥& 13, as amended.

We believe that, as of June 30, 2007, the estinfatesgtalues of both properties under these opegdeases exceeded their respective
guaranteed residual values.

The two lease agreements with Keybank National éiaion described above require us to maintaire@efinancial covenants as shown
below, all of which we were in compliance with dsJane 30, 2007.
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Actual as of

Financial Covenant Requiremen June 30, 200
Consolidated Net Worth (in million: equal to or greater the $2,43( $4,05:
Fixed Charge Coverage Ra equal to or greater th¢ 3.0C 4.2C
Total Consolidated Debt to Capi equal to or less the 60% 5.7%
Quick Ratio— Ql1& Q2 equal to or greater the 1.0C 6.57
Q3& Q4 equal to or greater thi 1.7t N/A

Legal Proceedings

We are subject to claims and litigation arisinghia ordinary course of business. We believe thatiability from any reasonably foreseeable
disposition of such claims and litigation, indivally or in the aggregate, would not have a matexilslerse effect on our consolidated
financial position or results of operations.

Director Indemnity Agreements

We have entered into indemnification agreementk edtch of the members of our Board of Directoth@time they joined the Board to
indemnify them to the extent permitted by law agaany and all liabilities, costs, expenses, am®patd in settlement and damages incurred
by the directors as a result of any lawsuit, or jhcial, administrative or investigative procerglin which the directors are sued or charged
as a result of their service as members of our @oébDirectors.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk
MARKET RISK

We are exposed to various market risks, includimgnges in foreign currency exchange rates, inteass and market prices. Market risk is
the potential loss arising from changes in mar&ets and market prices. We employ establishedipsland practices to manage these risks.
Foreign exchange option and forward contracts seel to hedge anticipated exposures or mitigate sxiséing exposures subject to foreign
exchange risk as discussed below. We have notricislly, nor do we currently, hedge our short-ténwestment portfolio. We do not
consider our cash and cash equivalents to be edpossgnificant interest rate risk because ouheasl cash equivalent portfolio consists of
highly liquid investments with original maturitie$ three months or less. We also do not currergbjge our market price risk relating to our
equity investments. Further, we do not enter irdovatives or other financial instruments for tiraglior speculative purposes.

Foreign Currency Exchange Rate Risk

Cash Flow Hedging ActivitiesFrom time to time, we hedge a portion of our fgmecurrency risk related to forecasted foreignrency-
denominated sales and expense transactions bygsimghoption contracts that generally have maggitif 15 months or less. These
transactions are designated and qualify as cashifémiges. The derivative assets associated withexging activities are recorded at fair
value in other current assets in our Condenseddlidated Balance Sheets. The effective portionaifigior losses resulting from changes in
fair value of these hedges is initially reporteét of tax, as a component of accumulated other cehgmsive income in stockholders’ equity
and subsequently reclassified into net revenugerating expenses, as appropriate in the period wheeforecasted transaction is recorded.
The ineffective portion of gains or losses resglirom changes in fair value, if any, is reportecach period in interest and other income,
net, in our Condensed Consolidated Statements efdlipns. Our hedging programs reduce, but do miedy eliminate, the impact of
currency exchange rate movements in revenue andtopgeexpenses. As of June 30, 2007, we had for@igrency option contracts to
purchase approximately $29 million in foreign caies and to sell approximately $346 million ofdign currencies. As of June 30, 2007,
these foreign currency option contracts outstantlandja total fair value of $3 million, includedadther current assets.

Balance Sheet Hedging Activiti. We use foreign exchange forward contracts togatié foreign currency risk associated with foreign-
currency-denominated assets and liabilities, prilgnartercompany receivables and payables. The dodwcontracts generally have a
contractual term of three months or less and aresticted near month-end. Our foreign exchange fdre@ntracts are not designated as
hedging instruments under SFAS No. 133 and areumted for as derivatives whereby the fair valu¢ghefcontracts are reported as other
current assets or other current liabilities in @endensed Consolidated Balance Sheets, and galiesses from changes in fair value are
reported in interest and other income, net. Thaggand losses on these forward contracts geneiffdigt the gains and losses on the
underlying foreign-currency-denominated assetsliadities, which are also reported in interestiather income, net, in our Condensed
Consolidated Statements of Operations. As of JOn@@7, we had forward foreign exchange contriactgirchase and sell approximately
$155 million in foreign currencies. Of this amou$t,07 million represented contracts to sell foregrrencies in exchange for U.S. dollars,
$13 million to sell foreign currencies in excharigeBritish pound sterling and $35 million to pueste foreign currencies in exchange for
U.S. dollars. The fair value of our forward conteawas immaterial as of June 30, 2007.

The counterparties to these forward and optionrectg are creditworthy multinational commercial ksrtherefore, the risk of counterparty
nonperformance is not considered to be material.

Notwithstanding our efforts to mitigate some fore@urrency exchange rate risks, there can be nwass that our hedging activities v
adequately protect us against the risks assoamtadoreign currency fluctuations. As of June 2007, a hypothetical adverse foreign
currency exchange rate movement of 10 percent geféent would result in a potential loss in fafue of our option contracts of $3 million
in both scenarios. A hypothetical adverse foreigmency exchange rate movement of 10 percent getéent would result in potential losses
on our forward contracts of $14 million and $21lioil, respectively, as of June 30, 2007. This g&iityi analysis assumes a parallel adverse
shift in foreign currency exchange rates, whicmdbalways move in the same direction. Actual rissulay differ materially.
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Interest Rate Risk

Our exposure to market risk for changes in interasts relates primarily to our short-term investitportfolio. We manage our interest rate
risk by maintaining an investment portfolio genrabnsisting of debt instruments of high crediality and relatively short maturities.
Additionally, the contractual terms of the secestdo not permit the issuer to call, prepay ormtfse settle the securities at prices less than
the stated par value of the securities. Our investmare held for purposes other than trading.,Algodo not use derivative financial
instruments in our short-term investment portfolio.

As of June 30, 2007 and March 31, 2007, our slesrt-investments were classified as available-fte-aad, consequently, recorded at fair
market value with unrealized gains or losses rigguftom changes in fair value reported as a sépa@mponent of accumulated other
comprehensive income, net of any tax effects,dnldtolders’ equity. Our portfolio of short-term estments consisted of the following
investment categories, summarized by fair valuefdsine 30, 2007 and March 31, 2007 (in millions):

As of As of
June 30 March 31

2007 2007
Commercial pape $ 72t $ 574
Corporate bond 30C 22€
U.S. agency securitie 29¢€ 264
Asse-backed securitie 12¢ 10¢
U.S. Treasury securitie 76 92
Total shor-term investment $ 1,52¢ $ 1,26¢

Notwithstanding our efforts to manage interest rises, there can be no assurance that we wilblegq@ately protected against risks assoc
with interest rate fluctuations. At any time, aghehange in interest rates could have a signifizapact on the fair value of our investment
portfolio. The following table presents the hypdita changes in fair value in our short-term irtmesnt portfolio as of June 30, 2007, arising
from potential changes in interest rates. The ningdechnique estimates the change in fair valomfimmediate hypothetical parallel shifts
in the yield curve of plus or minus 50 basis po{tiB"S"), 100 BPS, and 150 BPS.

Valuation of Securities Give Fair Value Valuation of Securities Give
an Interest Rate Decrease 0 as of an Interest Rate Increase o
(In millions) Basis Pointt June 30 Basis Pointt

(150 BPS (100 BPS (50 BPS) 2007 50 BPS 100 BP< 150 BP<
Commercial pape $ 727 $ T72€ $ 72t $ 72t $ 728 $ 72z $ 72z
Corporate bond 30¢€ 30& 303 30C 297 29¢€ 294
U.S. agency securitie 304 301 29¢ 29¢€ 293 29C 287
Asse-backed securitie 132 131 13C 12¢ 12¢ 12¢ 127
U.S. Treasury securitie 79 78 77 76 76 75 74
Total shor-term investment $ 1,64¢ $ 1,541 $ 1,63¢ $ 1,52¢ $ 1,51¢ $ 1,511 $ 1,50/

Market Price Risk

The value of our equity investments in publiclydiegd companies are subject to market price volatiis of June 30, 2007 and March 31,
2007, our marketable equity securities were cleesbis available-for-sale and, consequently, weeerded in our Condensed Consolidated
Balance Sheets at fair market value with unrealgagds or losses reported as a separate compdnactomulated other comprehensive
income, net of any tax effects, in stockholdersiigg The fair value of our marketable equity sées was $660 million and $341 million as
of June 30, 2007 and March 31, 2007, respectively.
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At any time, a sharp change in market prices iniougstments in marketable equity securities chalde a significant impact on the fair va
of our investments. The following table presentpdtiietical changes in the fair value of our markket&quity securities as of June 30, 2007,
arising from changes in market prices plus or mi2kpercent, 50 percent and 75 percent.

Valuation of Securities Give Fair Value Valuation of Securities Give
an X Percentage Decree as of an X Percentage Increa
(In millions) in Each Stoc’s Market Price June 30 in Each Stoc’s Market Price
(75%) (50%) (25%) 2007 25% 50% 75%
Marketable equity securitie $ 16f $ 33C $ 49 $ 66C $ 82t $ 99C $ 1,15t
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Iltem 4. Controls and Procedures
Definition and limitations of disclosure controls

Our disclosure controls and procedures (as deiim&ules 13a-15(e) and 15d-15(e) under the Seesriikchange Act of 1934, as amended
(the “Exchange Act")) are controls and other prared that are designed to ensure that informa#iquired to be disclosed in our reports
filed under the Exchange Act, such as this ref@rgcorded, processed, summarized and report&ihwite time periods specified in the
SEC's rules and forms. Disclosure controls and proeesiare also designed to ensure that such informitimccumulated and communice
to our management, including the Chief ExecutivBd®f and Chief Financial and Administrative Officas appropriate to allow timely
decisions regarding required disclosure. Our mamage evaluates these controls and procedures onguing basis.

There are inherent limitations to the effectivenafsany system of disclosure controls and procesiurkese limitations include the possibility
of human error, the circumvention or overridinglué controls and procedures and reasonable resoomsgraints. In addition, because we
have designed our system of controls based onic@taumptions, which we believe are reasonabtgytahe likelihood of future events, our
system of controls may not achieve its desired @agpnder all possible future conditions. Accortlingur disclosure controls and
procedures provide reasonable assurance, but soludd assurance, of achieving their objectives.

Evaluation of disclosure controls and procedures

Our Chief Executive Officer and our Chief Finan@ald Administrative Officer, after evaluating tHéesetiveness of our disclosure controls
and procedures, believe that as of the end ofd¢hieg covered by this report, our disclosure cdatamd procedures were effective in
providing the requisite reasonable assurance th#tnal information required to be disclosed in tégorts that we file or submit under the
Exchange Act is recorded, processed, summarizedegatted within the time periods specified in 8#C's rules and forms, and is
accumulated and communicated to our managemehiding our Chief Executive Officer and Chief Fin@al@and Administrative Officer, as
appropriate to allow timely decisions regarding tbguired disclosure.

Changes in internal control over financial reportin

We have implemented a new set of financial inforamasystems and processes designed to help usadelgyprocess, prepare, report and
analyze the significant amount of net revenue fomine-enabled packaged goods and digital contentvilf recognize on a deferred basis.
During the quarter ended June 30, 2007, no othemgds occurred in our internal control over finahméporting that materially affected, or
are reasonably likely to materially affect, oureimtal control over financial reporting.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

We are subject to claims and litigation arisinghia ordinary course of business. We believe thatiability from any reasonably foreseeable
disposition of such claims and litigation, indivally or in the aggregate, would not have a matexilslerse effect on our consolidated
financial position or results of operations.

Item 1A. Risk Factors

Our business is subject to many risks and unceigainvhich may affect our future financial perf@nce. If any of the events or
circumstances described below occurs, our buseragdinancial performance could be harmed, ouradegsults could differ materially from
our expectations and the market value of our stochkd decline. The risks and uncertainties disaibstow are not the only ones we face.
There may be additional risks and uncertaintiescoatently known to us or that we currently do helieve are material that may harm our
business and financial performance.

Our business is highly dependent on the success aahilability of video game hardware systems manutdured by third parties, as
well as our ability to develop commercially succefd products for these systems.

We derive most of our revenue from the sale of petelfor play on video game hardware systems (wiviehalso refer to as “platforms”)
manufactured by third parties, such as Sony’s R&idh 2 and PLAYSTATION 3, Microsoft's Xbox 360 éNintendos Wii. The success
our business is driven in large part by the commaksticcess and adequate supply of these video bardeare systems, our ability to
accurately predict which systems will be successftihe marketplace, and our ability to develop omrcially successful products for these
systems. We must make product development decisiothi€ommit significant resources well in advantenticipated product ship dates. A
platform for which we are developing products may succeed or may have a shorter life cycle thaigipated. If consumer demand for the
systems for which we are developing products aretdhan our expectations, our revenue will suffex,may be unable to fully recover the
investments we have made in developing our prodaats our financial performance will be harmed eAtatively, a system for which we
have not devoted significant resources could besraaccessful than we had initially anticipated st@gius to miss out on meaningful reve
opportunities.

Our industry is cyclical and is beginning its nextcycle. During the transition, consumers may be slogv to adopt new video game
systems than we anticipate, and our operating restsl may suffer and become more difficult to predict.

Video game hardware systems have historically hid aycle of four to six years, which causes Witeo game software market to be
cyclical as well. Microsoft launched the Xbox 380November 2005, while Sony and Nintendo launched®LAYSTATION 3 and the Wii,
respectively, in November 2006. We have continwedielvelop and market new titles for prior-generatimeo game systems such as the
PlayStation 2 while also making significant investits in products for the new systems. As the gr@reration systems reach the end of i
life cycle and the installed base of the new systeantinues to grow, our sales of video gamestior{generation systems will continue to
decline as (1) we produce fewer titles for priongation systems, (2) consumers replace their-geoeration systems with the new systems,
and/or (3) consumers defer game software purchagéshey are able to purchase a new video gamawaae system. This decline in prior-
generation product sales may be greater or fdsi@rwe anticipate, and sales of products for the platforms may be lower or increase m
slowly than we anticipate. Moreover, we expect digwment costs for the new video game systems gréater on a per-title basis than
development costs for prior-generation video gayséesns. As a result of these factors, during the several quarters, we expect our
operating results to be more volatile and diffidolpredict, which could cause our stock priceldottiate significantly.

If we do not consistently meet our product developent schedules, our operating results will be advee$y affected.

Our business is highly seasonal, with the higrestls of consumer demand and a significant pergerdfour sales occurring in the
December quarter. In addition, we seek to releaagyrof our products in conjunction with specifieats, such as the release of a related
movie or the beginning of a sports season or nggjorting event. If we miss these key selling pesifad any reason, including product del:
or delayed introduction of a new platform for whigh have developed products, our sales will suffgproportionately. Likewise, if a key
event to which our product release schedule isviiee to be delayed or cancelled, our sales wdsattsuffer disproportionately. Our ability
to meet product development schedules is affected b
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number of factors, including the creative procegseslved, the coordination of large and sometimesgraphically dispersed development
teams required by the increasing complexity ofjmaducts and the platforms for which they are deyedl, and the need to fine-tune our
products prior to their release. We have experigénievelopment delays for our products in the palich caused us to push back release
dates. In the future, any failure to meet anti@datroduction or release schedules would likelyltés a delay of revenue and/or possibly a
significant shortfall in our revenue, harm our fadsility, and cause our operating results to béemally different than anticipated.

Our business is intensely competitive and “hit” drven. If we do not continue to deliver “hit” products and services or if consumers
prefer our competitors’ products or services over ar own, our operating results could suffer.

Competition in our industry is intense and we expewv competitors to continue to emerge in the éthBtates and abroad. While many new
products and services are regularly introduced; anklatively small number of “hit” titles accosrfor a significant portion of total revenue
in our industry. Hit products or services offergddur competitors may take a larger share of comswepending than we anticipate, which
could cause revenue generated from our productseamites to fall below expectations. If our conitpes develop more successful products
or services, offer competitive products or serviae®wer price points or based on payment modeisgived as offering a better value
proposition (such as pay-for-play or subscripti@sdd models), or if we do not continue to develmmsistently high-quality and well-
received products and services, our revenue, ngraird profitability will decline.

We are in the process of reorganizing our businessd operating structure. We may encounter a varietyf issues in connection with
the reorganization that could negatively impact ouroperating results, financial condition and abilityto report our financial results.

In an effort to streamline our internal decisionking processes, improve our global focus, and acatd the process of bringing new ideas to
market, we have begun to reorganize our businésg$anr major divisions, which we refer to as “LétJe The Sims, EA Games, EA
SPORTS, and EA Casual Entertainment. The reorgiémizaill present a number of operational challes)gehich, if not successfully
managed, could cause our operating results torsaftbe near-term and/or delay or inhibit the eiptited benefits of the reorganization.
Implementing any reorganization necessarily reguirae and focus from all levels of the organizatiotime and focus that may be taken
away from other business needs. For example, asroployees assume new responsibilities under twestrecture, their responsibilities
under the old structure may not be successfulgssgned or adequately addressed, which could iasyperational problems that negatively
impact our financial condition and operating resuiimilarly, as our employees’ roles and respalitsiis change in a new structure, it is
possible that we could experience a greater lokeypersonnel than we have historically. Furtireconnection with the reorganization, we
anticipate that we will need to align some of aieinal financial controls and procedures with ew organizational structure. Any delay or
failure to align our internal controls over finaalcieporting could prevent us from reporting omaficial results in a timely manner or lead to
control deficiencies.

Technology changes rapidly in our business and ifevfail to anticipate or successfully implement newechnologies or the manner in
which people play our games, the quality, timelinesand competitiveness of our products and servicesll suffer.

Rapid technology changes in our industry requirtownticipate, sometimes years in advance, wigichrtologies we must implement and
take advantage of in order to make our productssandces competitive in the market. Therefore usgally start our product development
with a range of technical development goals thahefe to be able to achieve. We may not be aldehteve these goals, or our competition
may be able to achieve them more quickly and effelgt than we can. In either case, our productsserdices may be technologically infel

to our competitors’, less appealing to consumarbpth. If we cannot achieve our technology goathiw the original development schedule
of our products and services, then we may delay thlease until these technology goals can beeaell, which may delay or reduce revenue
and increase our development expenses. Alterngtived may increase the resources employed in r@sead development in an attempt to
accelerate our development of new technologielseetb preserve our product or service launch adbeeat to keep up with our competition,
which would increase our development expenses.
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The video game hardware manufacturers set the roysl rates and other fees that we must pay to publisgames for their platforms,
and therefore have significant influence on our cds. If one or more of these manufacturers adopt aifferent fee structure for future
game consoles, our profitability will be materiallyimpacted.

In order to publish products for a video game sysseich as the Xbox 360, PLAYSTATION 3 or Wii, we shtake a license from the
manufacturer, which gives it the opportunity totbet fee structure that we must pay in order tdiphlgames for that platform. Similarly,
certain manufacturers have retained the flexibitityhange their fee structures, or adopt diffefeatstructures for online gameplay and other
new features for their consoles. The control tlatitvare manufacturers have over the fee strucfardkeir platforms and online access
makes it difficult for us to predict our costs, fitability and impact on margins. Because publighimoducts for video game systems is the
largest portion of our business, any increaseeérsteuctures would significantly harm our abilitygenerate revenues and/or profits.

The video game hardware manufacturers are among ouhief competitors and frequently control the manuécturing of and/or access
to our video game products. If they do not approveur products, we will be unable to ship to our custmers.

Our agreements with hardware licensors (such ag eothe PLAYSTATION 3, Microsoft for the Xbox 36@nd Nintendo for the Wii)
typically give significant control to the licensover the approval and manufacturing of our produetsch could, in certain circumstances,
leave us unable to get our products approved, naatured and shipped to customers. These hardwearesbrs are also among our chief
competitors. Generally, control of the approval amhufacturing process by the hardware licensamreases both our manufacturing lead
times and costs as compared to those we can adhaseendently. While we believe that our relatldps with our hardware licensors are
currently good, the potential for these licensordélay or refuse to approve or manufacture oudyxts exists. Such occurrences would harm
our business and our financial performance.

We also require compatibility code and the consémMicrosoft, Sony and Nintendo in order to inclugldine capabilities in our products for
their respective platforms. As online capabilifiesvideo game systems become more significantrddiaft, Sony and Nintendo could rest
the manner in which we provide online capabilifesour products. If Microsoft, Sony or Nintenddused to approve our products with
online capabilities or significantly impacted tlieaincial terms on which these services are offesealir customers, our business could be
harmed.

If we are unable to maintain or acquire licenses tintellectual property, we will publish fewer hit titles and our revenue, profitability
and cash flows will decline. Competition for thesécenses may make them more expensive and increasg costs.

Many of our products are based on or incorporatdi@ctual property owned by others. For example,FeA SPORTS products include rights
licensed from major sports leagues and playergicasons. Similarly, many of our other hit fransds, such as The Godfather, Harry Potter
and Lord of the Rings, are based on key film artdry licenses. Competition for these licenseastense. If we are unable to maintain these
licenses or obtain additional licenses with sigmifit commercial value, our revenues and profitghaill decline significantly. Competition
for these licenses may also drive up the advamtesantees and royalties that we must pay to ¢eadior, which could significantly increase
our costs.

Our business is subject to risks generally assoced with the entertainment industry, any of which cald significantly harm our
operating results.

Our business is subject to risks that are geneaatypciated with the entertainment industry, mdrwhiach are beyond our control. These ri
could negatively impact our operating results aradlide: the popularity, price and timing of our genand the platforms on which they are
played; economic conditions that adversely afféatrétionary consumer spending; changes in consderapgraphics; the availability and
popularity of other forms of entertainment; andicai reviews and public tastes and preferences;iwinay change rapidly and cannot
necessarily be predicted.

If we do not continue to attract and retain key pesonnel, we will be unable to effectively conduct @business.

The market for technical, creative, marketing atiteopersonnel essential to the development anBletiag of our products and management
of our businesses is extremely competitive. Oudlitgg position within the interactive entertainméardustry makes us a prime target for
recruiting of executives and key creative taleinvé cannot successfully recruit and retain the
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employees we need, or replace key employees follptvieir departure, our ability to develop and nggnaur businesses will be impaired.

If patent claims continue to be asserted against us/e may be unable to sustain our current businessodels or profits, or we may be
precluded from pursuing new business opportunitiesn the future.

Many patents have been issued that may apply telyisgsed game technologies, or to potential newesad delivering, playing or
monetizing game software products. For exampleingément claims under many issued patents arebming asserted against interactive
software or online game sites. Several such claiwe been asserted against us. We incur substarpiahses in evaluating and defending
against such claims, regardless of the meritsetthims. In the event that there is a determindtiat we have infringed a third-party patent,
we could incur significant monetary liability and prevented from using the rights in the futureiclttould negatively impact our operating
results. We may also discover that future oppotiesio provide new and innovative modes of ganag phd game delivery to consumers
may be precluded by existing patents that we aablerto license on reasonable terms.

Other intellectual property claims may increase ourmproduct costs or require us to cease selling affestd products.

Many of our products include extremely realistiegnical images, and we expect that as technologtneees to advance, images will becc
even more realistic. Some of the images and othetieat are based on real-world examples that negviertently infringe upon the

intellectual property rights of others. Although believe that we make reasonable efforts to erntbateour products do not violate the
intellectual property rights of others, it is pdssithat third parties still may claim infringemeRtom time to time, we receive
communications from third parties regarding sueines. Existing or future infringement claims agains, whether valid or not, may be time
consuming and expensive to defend. Such claimisigations could require us to stop selling theeaféd products, redesign those products to
avoid infringement, or obtain a license, all of efhiwould be costly and harm our business.

From time to time we may become involved in otherlgal proceedings which could adversely affect us.

We are currently, and from time to time in the fetmay become, subject to legal proceedings, clditigation and government
investigations or inquiries, which could be expgasiengthy, and disruptive to normal business aj@ns. In addition, the outcome of any
legal proceedings, claims, litigation, investigasar inquiries may be difficult to predict and bhave a material adverse effect on our
business, operating results, or financial condition

Our business, our products and our distribution aresubject to increasing regulation of content, consuer privacy, distribution and
online hosting and delivery in the key territoriesin which we conduct business. If we do not succesBf respond to these regulations,
our business may suffer.

Legislation is continually being introduced thatynadfect both the content of our products and th&tribution. For example, data and
consumer protection laws in the United States amd e impose various restrictions on our web sitesse rules vary by territory although
the Internet recognizes no geographical bounda@iteer countries, such as Germany, have adoptesiriegulating content both in packaged
games and those transmitted over the Internettieadtricter than current United States laws. énUhited States, the federal and several state
governments are continually considering conteriticd®ns on products such as ours, as well asicdsns on distribution of such products.
For example, recent legislation has been adoptsevaral states, and could be proposed at theaflddeel, that prohibits the sale of certain
games (e.g., violent games or those with “M (Mafuoe “AO (Adults Only)” ratings) to minors. Any anor more of these factors could harm
our business by limiting the products we are ablefter to our customers, by limiting the size loé {potential market for our products, and by
requiring costly additional differentiation betwegroducts for different territories to address wagyregulations.

If one or more of our titles were found to contairhidden, objectionable content, our business couldifer.

Throughout the history of our industry, many vidgones have been designed to include certain hicloleient and gameplay features that are
accessible through the use of in-game cheat cadather technological means that are intended baece the gameplay experience.
However, in several recent cases, hidden contefeiadures have been found to be included in otbblighers’ products by an employee who
was not authorized to do so or by an outside dpeelwithout the knowledge of the publisher. Frometito time, some hidden content and
features have contained profanity, graphic violeswte sexually explicit or otherwise objectionablatemial. In a few cases, the Entertainment
Software Ratings Board (“ESRB”) has reacted to
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discoveries of hidden content and features by veanig the rating that was originally assigned to pheduct, requiring the publisher to change
the game packaging and/or fining the publisheralRes have on occasion reacted to the discovesucii hidden content by removing these
games from their shelves, refusing to sell therd, d@manding that their publishers accept them @duat returns. Likewise, consumers have
reacted to the revelation of hidden content bygiefyito purchase such games, demanding refundmfoes they've already purchased, and
refraining from buying other games published bydbmpany whose game contained the objectionableriaht

We have implemented preventative measures destgrmeduce the possibility of hidden, objectionaddatent from appearing in the video
games we publish. Nonetheless, these preventagasumes are subject to human error, circumventiverriding, and reasonable resource
constraints. If a video game we published were daioncontain hidden, objectionable content, the ESBuld demand that we recall a game
and change its packaging to reflect a revisedgatigtailers could refuse to sell it and demancdhaaept the return of any unsold copies or
returns from customers, and consumers could reéubay it or demand that we refund their moneysTdauld have a material negative
impact on our operating results and financial ctodi In addition, our reputation could be harmetiich could impact sales of other video
games we sell. If any of these consequences werectar, our business and financial performancedctbalsignificantly harmed.

If we ship defective products, our operating result could suffer.

Products such as ours are extremely complex saftpwangrams, and are difficult to develop, manufiecaind distribute. We have quality
controls in place to detect defects in the softwaredia and packaging of our products before theyeleased. Nonetheless, these quality
controls are subject to human error, overridingl @asonable resource constraints. Therefore, thesliégy controls and preventative
measures may not be effective in detecting defaatsir products before they have been reproducddelaased into the marketplace. In such
an event, we could be required to recall a prodaratye may find it necessary to voluntarily re@afproduct, and/or scrap defective inventory,
which could significantly harm our business andrafirg results.

Our international net revenue is subject to curreng fluctuations.

For the three months ended June 30, 2007, intematnet revenue comprised 59 percent of our tetatevenue. We expect foreign sales to
continue to account for a significant portion of tatal net revenue. Such sales may be subjeatdmpected regulatory requirements, tariffs
and other barriers. Additionally, foreign sales prienarily made in local currencies, which may fluste against the U.S. dollar. While we
foreign exchange forward contracts to mitigate séoneign currency risk associated with foreign eagy denominated assets and liabilities
(primarily certain intercompany receivables andgidgs) and, from time to time, foreign currencyi@picontracts to hedge foreign currency
forecasted transactions (primarily related to diporof the revenue and expenses denominated éigiocurrency generated by our
operational subsidiaries), our results of operatiamcluding our reported net revenue and net irgand financial condition would be
adversely affected by unfavorable foreign currefhagtuations, particularly the Euro, British pousigrling and Canadian dollar.

Changes in our tax rates or exposure to additionahx liabilities could adversely affect our earningsand financial condition.

We are subject to income taxes in the United Statelsin various foreign jurisdictions. Significgatigment is required in determining our
worldwide provision for income taxes, and, in thidipary course of our business, there are manga@ions and calculations where the
ultimate tax determination is uncertain.

We are also required to estimate what our tax abibgs will be in the future. Although we believerdax estimates are reasonable, the
estimation process and applicable laws are inhigrantertain, and our estimates are not bindingearauthorities. Our effective tax rate
could be adversely affected by our profit level,dmanges in our business or changes in our steiodsulting from the reorganization of our
business and operating structure, changes in tk@hgiarnings in countries with differing statutdax rates, changes in the elections we
make, changes in applicable tax laws as well aard#fttors. Further, our tax determinations arelaty subject to audit by tax authorities
and developments in those audits could advers@dgtadur income tax provision. Should our ultimese liability exceed our estimates, our
income tax provision and net income or loss coddraterially affected.

We incur certain tax expenses that do not declinpgrtionately with declines in our consolidated-ax income or loss. As a result, in
absolute dollar terms, our tax expense will hageeater influence on our effective tax rate at lolggels of pre-tax
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income or loss than higher levels. In additiorpater levels of pre-tax income or loss, our effeetiax rate will be more volatile.

We are also required to pay taxes other than indames, such as payroll, sales, use, value-ad@tavarth, property and goods and services
taxes, in both the United States and various forpigsdictions. We are regularly under examinatigrtax authorities with respect to these
non-income taxes. There can be no assurance thautbomes from these examinations, changes ibuginess or changes in applicable tax
rules will not have an adverse effect on our egmiand financial condition.

Our reported financial results could be adversely Hected by changes in financial accounting standasdor by the application of
existing or future accounting standards to our busiess as it evolves.

As a result of the enactment of the Sarbanes-Oxétyand the review of accounting policies by theCSdhd national and international
accounting standards bodies, the frequency of atomupolicy changes may accelerate. For exampldjscussed in Note 8 of the Notes to
Condensed Consolidated Financial Statements, FINIBIbias affected the way we account for incomedand may have a material impact
on our financial results. Similarly, changes in@atting standards relating to stock-based compemsgdquire us to recognize significantly
greater expense than we had been recognizingtpribe adoption of the new standard. Likewise,qied affecting software revenue
recognition have and could further significantljeat the way we account for revenue related toppaducts and services. For example, as
industry transitions to new video game hardwarg¢esys, we expect a more significant portion of camsole and PC games will be online-
enabled and, as a result, we will be required ¢oggize the related revenue over an extended pefitiche rather than at the time of sale. As
we enhance, expand and diversify our business arttlipt offerings, the application of existing otute financial accounting standards,
particularly those relating to the way we accowamtrévenue and taxes, could have a significantraéveffect on our reported results although
not necessarily on our cash flows.

We have begun the implementation of a new set ohfincial information systems in anticipation of a ginificant increase in deferred ne
revenue, which, if not completed in a successful driimely manner, could impede our ability to accuraely process, prepare and
analyze important financial data.

We have begun to implement a new set of finanofarmation systems and processes designed to belpaurately process, prepare and
analyze the significant amount of net revenue fomine-enabled packaged goods we expect to recegmza deferred basis beginning in
fiscal 2008. The successful implementation of trssstems and processes entails a number of rigktodhe complexity of the systems, the
number of people affected compawide, and the implementation process itself. Wtekding of these new systems and processes anahg

of employees are done in advance of implementatiwnre are inherent limitations in our ability imslate a full-scale operating environment
in advance of implementation. There can be no asserthat the implementation of these financiarnmfation systems and processes will not
impede our ability to accurately and timely procgsspare and analyze the financial data we usgaking operating decisions and which
form the basis of the financial information we ¢ in the periodic reports we file with the SEC.

Changes in our worldwide operating structure or theadoption of new products and distribution models ould have adverse tax
consequences.

As we expand our international operations, adopt peducts and new distribution models, implemérarges to our operating structure or
undertake intercompany transactions in light ofnghiag tax laws, expiring rulings, acquisitions and current and anticipated business and
operational requirements, our tax expense coulgase. For example, in the fourth quarter of fi26, we repatriated $375 million under
the American Jobs Creation Act of 2004. As a resudtrecognized an additional one-time tax expémséiscal 2006 of $17 million.

The majority of our sales are made to a relativelgmall number of key customers. If these customergduce their purchases of our
products or become unable to pay for them, our busess could be harmed.

In the quarter ended June 30, 2007, over 63 peofentr U.S. sales were made to seven key custorimeEsirope, our top ten customers
accounted for approximately 29 percent of our s@élat territory during the three months endeaeJ80, 2007. No single customer
represented more than 10 percent of total net tedaring the three months ended June 30, 200udgFhour products are available to
consumers through a variety of retailers, the cotradon of our sales in one, or a few, large cogtrs could lead to a short-term disruption in
our sales if one or more of these customers s@amifly reduced their
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purchases or ceased to carry our products, and caake us more vulnerable to collection risk if @nenore of these large customers bec
unable to pay for our products. Additionally, oaceivables from these large customers increasdisanily in the December quarter as they
stock up for the holiday selling season. Also, hg\wsuch a large portion of our total net revenugceatrated in a few customers could reduce
our negotiating leverage with these customers.

Acquisitions, investments and other strategic transctions could result in operating difficulties, diltion to our investors and other
negative consequences.

We have engaged in, evaluated, and expect to eant;mengage in and evaluate, a wide array of fiatestrategic transactions, including

(i) acquisitions of companies, businesses, inteled@roperties, and other assets, (ii) minorityestments in strategic partners, and (iii)
investments in new interactive entertainment bissias (for example, online and mobile games). Arth@de strategic transactions could be
material to our financial condition and resultopgrations. Although we regularly search for opjities to engage in strategic transactions,
we may not be successful in identifying suitablpaunities. We may not be able to consummate piateacquisitions or investments or an
acquisition or investment may not enhance our lassior may decrease rather than increase our gariinaddition, the process of
integrating an acquired company or business, areasfully exploiting acquired intellectual propeotyother assets, could divert a significant
amount of our management’s time and focus and meate unforeseen operating difficulties and expenel$. Additional risks we face
include:

. The need to implement or remediate controls, gutaces and policies appropriate for a public conpparan acquired company that,
prior to the acquisition, lacked these controlscpdures and policie

. Cultural challenges associated with integrating legges from an acquired company or business int@anization
. Retaining key employees from the businesses weirag:

. The need to integrate an acquired company’s adit@) management information, human resource #mer @dministrative systems
to permit effective management, ¢

. To the extent that we engage in strategic trdimsecoutside of the United States, we face addfitioisks, including risks related to
integration of operations across different cultuaed languages, currency risks and the particalan@mic, political and regulatory
risks associated with specific countri

Future acquisitions and investments could invohesissuance of our equity securities, potentiallytiig our existing stockholders, the
incurrence of debt, contingent liabilities or anmation expenses, write-offs of goodwill, intangib) or acquired in-process technology, or
other increased expenses, any of which could hamfimancial condition. Our stockholders may noténghe opportunity to review, vote on
or evaluate future acquisitions or investments.

Our products are subject to the threat of piracy bya variety of organizations and individuals. If weare not successful in combating
and preventing piracy, our sales and profitabilitycould be harmed significantly.

In many countries around the world, more piratepie® of our products are sold than legitimate capiénough we believe piracy has not had
a material impact on our operating results to daitghly organized pirate operations have been edipgnglobally. In addition, the

proliferation of technology designed to circumvéig protection measures we use in our productsgvthability of broadband access to the
Internet, the ability to download pirated copie®af games from various Internet sites, and theegpidead proliferation of Internet cafes u:
pirated copies of our products, all have contriduteongoing and expanding piracy. Though we ta&pssto make the unauthorized copying
and distribution of our products more difficult, &s the manufacturers of consoles on which our gaane played, these efforts may not be
successful in controlling the piracy of our producthis could have a negative effect on our graavith profitability in the future.

Our stock price has been volatile and may continut fluctuate significantly.

The market price of our common stock historicalys lbeen, and we expect will continue to be, sultjesignificant fluctuations. These
fluctuations may be due to factors specific toiosl{ding those discussed in the risk factors alas/evell as others not currently known to us
or that we currently do not believe are matertallchanges in securities analystarnings estimates or ratings, to our results toréufinancia
guidance falling below our expectations and analysid investors’ expectations, to factors affegtime computer, software, Internet,
entertainment, media or electronics industriesparational or international economic conditions.
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Iltem 6. Exhibits

The following exhibits (other than exhibits 32.1da82.2, which are furnished with this report) akedfas part of, or incorporated by
reference into, this report:

Exhibit

Number Title

10.1 Electronic Arts Inc. 2000 Equity Incentive Plan,aasended. (*

10.2 Electronic Arts Inc. 2000 Employee Stock Purchds@,Ras amended. (

10.3 Electronic Arts Inc. Deferred Compensation Plai.

10.4 Offer Letter for Employment at Electronic Arts Ino.Kathy Vrabeck, dated May 10, 2007. (*)

10.5 Employment Agreement between Electronic Arts (Cajglehc. and V. Paul Lee, dated June 18, 20072)

10.6 Offer Letter for Employment at Electronic Arts Irto.Peter Moore, dated June 5, 2007. (*

10.7 Electronic Arts Inc. Executive Bonus Plan. (*)

151 Awareness Letter of KPMG LLP, Independent Registétablic Accounting Firm

31.1 Certification of Chief Executive Officer pursuantRule 13a-14(a) of the Exchange Act, as adoptesijpnt to
Section 302 of the Sarbal-Oxley Act of 2002

31.2 Certification of Executive Vice President, Chieh&ncial and Administrative Officer pursuant to RuBa-14(a) of

the Exchange Act, as adopted pursuant to SectidroBBthe Sarban-Oxley Act of 2002
Additional exhibits furnished with this repo
32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 2002

32.2 Certification of Executive Vice President, Chieh&ncial and Administrative Officer pursuant to $@t906 of the
Sarbane-Oxley Act of 2002

Management contract or compensatory plan or arraage

(1) Incorporated by reference to exhibits filed withgiséran’s Current Report on Forn-K, filed June 6, 2007

(2 Incorporated by reference to exhibits filed withgistran’s Current Report on Forn-K, filed June 22, 2007
) Incorporated by reference to exhibits filed withgiséran’s Current Report on Forn-K, filed July 17, 2007
4) Incorporated by reference to exhibits filed withgisran’s Current Report on Forn-K, filed July 27, 2007
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SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned thereunto duly authorized.

ELECTRONIC ARTS INC.
(Registrant

/s/ Warren C. Jenson
DATED: WARREN C. JENSOM
August 6, 200° Executive Vice Presider
Chief Financial and Administrative Offic
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Sarbane-Oxley Act of 2002
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Exhibit 10.1
ELECTRONIC ARTS INC.
2000 EQUITY INCENTIVE PLAN

As Amended by the Stockholders on July 26, 2007

1. PURPOSE. The purpose of this Plan is to provide incentiteeattract, retain and motivate eligible persom®ge present and potential
contributions are important to the success of thmgany, its Parent and Subsidiaries by offeringtla@ opportunity to participate in the
Company'’s future performance through awards of @ysti Restricted Stock, Restricted Stock Units, Stotk Appreciation Rights.
Capitalized terms not defined in the text are dafim Section 24.

2. SHARES SUBJECT TO THE PLAN.

2.1 Number of ShareSubject to Sections 2.2, 2.3 and 19, the aggeeganber of Shares that have been reserved putsutig Plan
is 76,400,000 Shares. Shares that are: (a) subjeguance upon exercise of an Award but ceabe subject to such Award for any reason
other than exercise of such Award; (b) subjectnt@aard granted hereunder but are forfeited; os(d)ject to an Award that otherwise
terminates or is settled without Shares being gstnall revert to and again become available faraace under the Plan. The following
Shares shall not again become available for issuander the Plan: (x) Shares that are not issudélimered as a result of the net settlement
of an Option or Stock Appreciation Right; (y) Stetkat are used to pay the exercise price or withing taxes related to an Award; or
(z) Shares that are repurchased by the Companythégthroceeds of an Option exercise. At all tinmess@ompany shall reserve and keep
available a sufficient number of Shares as shateheired to satisfy the requirements of all outdiag Options and Stock Appreciation
Rights granted under this Plan and all other onthtey but unvested Awards granted under this Plan.

2.2 Limitation on Number of Shares SubjedRestricted Stock Awards and Restricted Stogk Bwards. The number of Shares that
may be issued under Sections 6 and 7 of this Plalhrsot exceed 11,000,000 in the aggregate.

2.3 Adjustment of Sharel the event that the number of outstanding shasrehanged by a stock dividend, recapitalizatsbock split
reverse stock split, subdivision, combination, asslfication or similar change in the capital stuue of the Company without consideration,
then (a) the number of Shares reserved for issuamder this Plan, (b) the Exercise Prices of amdber of Shares subject to outstanding
Awards, and (c) the number of Shares associatddotliier outstanding Awards, will be proportionatatijusted, subject to any required
action by the Board or the stockholders of the Camypand compliance with applicable securities lgweyided, however, that fractions of a
Share will not be issued but will either be repthbg a cash payment equal to the Fair Market Vafumich fraction of a Share or will be
rounded up to the nearest whole Share, as detedrbinthe Committee.

3. ELIGIBILITY . ISOs (as defined in Section 5 below) may be g@wonly to employees (including officers and dioestwho are also
employees) of the Company or of a Parent or Sudrsidif the Company. All other Awards may be graritedmployees and directors of the
Company or any Parent or Subsidiary of the CompBloyperson will be eligible to receive Awards camgrmore than 1,400,000 Shares in
any calendar year under this Plan, of which no niwai@ 400,000 Shares shall be covered by Awaréesfricted Stock or Restricted Stock
Units, other than new employees of the Companyf arRarent or Subsidiary of the Company (includiegv employees who are also officers
and directors of the Company or any Parent or Slidryi of the Company), who are eligible to recelweards covering up to a maximum of
2,800,000 Shares in the calendar year in which toaymence their employment, of which no more tha®,®&0 Shares shall be covered by
Awards of Restricted Stock or Restricted Stock &lrffor purposes of these limits, each Restrictedk3tnit settled in Shares (but not those
settled in cash), shall be deemed to cover oneeSAgperson may be granted more than one AwardrihdePlan.
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4. ADMINISTRATION

4.1 Committee AuthorityThis Plan will be administered by the Committedwthe Board acting as the Committee. Except for
automatic grants to Outside Directors pursuanteitiSn 10 hereof, and subject to the general pagdsrms and conditions of this Plan, and
to the direction of the Board, the Committee wili full power to implement and carry out this Plarcept for automatic grants to Outside
Directors pursuant to Section 10 hereof, the Cotesitvill have the authority to:

(&) construe and interpret this Plan, any Award Agregraad any other agreement or document executeigiir to this Plar
(b)  prescribe, amend and rescind rules and regulat@asng to this Plan or any Awar

(c)  select persons to receive Awar

(d) determine the form and terms of Awar

(e) determine the number of Shares or other consideratibject to Awards

® determine whether Awards will be granteadighy, in combination with, in tandem with, in reptament of, or as alternatives to,
other Awards under this Plan or any other incendiveompensation plan of the Company or any Pame8tubsidiary of the
Company;

() grant waivers of Plan or Award conditior

(h)  determine the vesting, exercisability and paymémtveards;

0] correct any defect, supply any omission or recer&ily inconsistency in this Plan, any Award or Amard Agreement
)] determine whether an Award has been earned

(k)  make all other determinations necessary or ad@dablthe administration of this Ple

4.2 Committee DiscretiorExcept for automatic grants to Outside Direcparssuant to Section 10 hereof, any determinatiodentey
the Committee with respect to any Award will be maudits sole discretion at the time of grant a&f tkward or, unless in contravention of ¢
express term of this Plan or Award, at any lataetiand such determination will be final and biigdim the Company and on all persons
having an interest in any Award under this Plare Tommittee may delegate to one or more officeth@Company the authority to
(i) construe and interpret this Plan, any Awarddegmnent and any other agreement or document exegoutedant to this Plan, and (ii) grant
an Award under this Plan to Participants who atdmsders of the Company.

4.3 Section 162(m)ro the extent that Awards are granted hereunsi&performance-based compensation” within the nregaof
Section 162(m) of the Code, the Plan shall be ateired by a committee, which may be the Committééyo or more “outside directors”
within the meaning of Section 162(m) of the Codar. [furposes of qualifying grants of Awards as “parfance-based compensation” under
Section 162(m) of the Code, the committee, in igsmtion, may set restrictions based upon thesaelient of performance goals. The
performance goals shall be set by the committeer drefore the latest date permissible to enabléthards to qualify as “performance-based
compensation” under Section 162(m) of the Codgrémting Awards that are intended to qualify under
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Section 162(m) of the Code, the committee shalb¥olany procedures determined by it from time todito be necessary or appropriate to
ensure qualification of the Awards under SectioB(ir§ of the Code (e.g., in determining the perfamoeagoals).

5. OPTIONS . The Committee may grant Options to eligible pessand will determine whether such Options willfeentive Stock Option
within the meaning of the Code SO ”) or Nonqualified Stock Options (NQSOs"), the number of Shares subject to the Option, the
Exercise Price of the Option, the period duringahkihthe Option may be exercised, and all other temasconditions of the Option, subject to
the following:

5.1 Form of Option GranEach Option granted under this Plan will be enail by an Award Agreement which will expresslyniify
the Option as an ISO or an NQSOStock Option Agreemerif), and, except as otherwise required by the tesh&ection 10 hereof, will be
in such form and contain such provisions (whichdheet be the same for each Participant) as the Gtteeymay from time to time approve,
and which will comply with and be subject to thents and conditions of this Plan.

5.2 Date of GranfThe date of grant of an Option will be the dateahich the Committee makes the determination &amgsuch
Option, unless otherwise specified by the Commifidee Stock Option Agreement and a copy of thisifdl be delivered to the Participant
within a reasonable time after the granting of@yion.

5.3 Exercise Period; Performance Goals

(a) Options may be exercisable withintthrees or upon the events determined by the Coramis set forth in the Stock Option
Agreement governing such Optigerovided, howevethat no Option will be exercisable after the exjpiraof ten (10) years from the date
Option is granted; angrovided, furtherthat no ISO granted to a person who directly oatbstbution owns more than ten percent (10%) of
the total combined voting power of all classesto€tk of the Company or of any Parent or Subsididrthe Company (Ten Percent
Stockholder”) will be exercisable after the expiration of fi{®) years from the date the ISO is granted. Then@ittee also may provide for
Options to become exercisable at one time or fiore to time, periodically or otherwise, in such rhenof Shares or percentage of Shares as
the Committee determines.

(b) Participant’s ability to exercise @pis shall be subject to such restrictions, if @as/the Committee may impose. These restrictions
may be based upon completion of a specified nurobgears of service with the Company or a Subsydisrupon completion of the
performance goals as set out in advance in thécRart's individual Stock Option Agreement. Optiomay vary from Participant to
Participant and between groups of Participantsushine Committee elect to impose restrictions niOption, the Committee shall:

(a) determine the nature, length and starting dsmy Performance Period for the Option; (b) seflern among the Performance Factors to
be used to measure performance goals, if any;@rdeermine the number of Shares subject to sytio@ Prior to such Option becoming
exercisable, the Committee shall determine thengxtewhich such Performance Factors have beenReefiormance Periods may overlap
and Participants may participate simultaneousliy wespect to Options that are subject to diffeRarformance Periods and have different
performance goals and other criteria.

5.4 Exercise Pricelhe Exercise Price of an Option will be deterndiby the Committee when the Option is granted aag be not
less than 100% of the Fair Market Value of the 88a@n the date of grant; provided that the Exereigee of any ISO granted to a Ten
Percent Stockholder will not be less than 110%hefRair Market Value of the Shares on the dateafitg Payment for the Shares purchased
may be made in accordance with Section 9 of trds.PI

5.5 Method of Exerciséptions may be exercised only by delivery to@menpany of a written stock option exercise agredrftan
“Exercise Agreement”) in a form approved by the Qaittee (which need not be the same for each Paatitj, stating the number of Shares
being purchased, the restrictions imposed on tleeStpurchased under such Exercise Agreementy ianl
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such representations and agreements regardingipant’'s investment intent and access to infornmaéind other matters, if any, as may be
required or desirable by the Company to comply &jtblicable securities laws, together with paynieftill of the Exercise Price for the
number of Shares being purchased.

5.6 TerminationNotwithstanding the exercise periods set fortthanStock Option Agreement, exercise of an Optidhalways be
subject to the following:

(@)

(b)

(©

If the Participant is Terminated for angsen except death or Disability, then the Partitipaay exercise such Participant’s
Options only to the extent that such Options wdidde been exercisable upon the Termination Datatapthan three

(3) months after the Termination Date (or such &har longer time period not exceeding five (5angeas may be determined
by the Committee, with any exercise beyond thréen@nths after the Termination Date deemed to @80O), but in any
event, no later than the expiration date of thedgt

If the Participant is Terminated becaus@@afticipants death or Disability (or the Participant dies witthree (3) months aft
a Termination other than for Cause or because withent’s Disability), then Participant’s Optionsay be exercised only to
the extent that such Options would have been esadit# by Participant on the Termination Date andtroa exercised by
Participant (or Participant’s legal representativauthorized assignee) no later than twelve (1@)ths after the Termination
Date (or such shorter or longer time period noeexing five (5) years as may be determined by trar@ittee, with any such
exercise beyond (a) three (3) months after the TFeation Date when the Termination is for any reasthrer than the
Participant’s death or Disability, or (b) twelve2jiImonths after the Termination Date when the Teatidn is for Participans’
death or Disability, deemed to be an NQSO), buatnn event no later than the expiration date ofQp&ons.

Notwithstanding the provisions in paragraph 5.@@)ve, if a Participant is terminated for Causéheethe Participant, tt
Participant’s estate nor such other person who timaty hold the Option shall be entitled to exereisg Option with respect to
any Shares whatsoever, after termination of serwbether or not after termination of service tlatieipant may receive
payment from the Company or Subsidiary for vacagiay, for services rendered prior to terminatiam,dervices rendered for
the day on which termination occurs, for salarlien of notice, or for any other benefits. In theept that the Committee has
delegated to one or more officers of the Compasyatithority set forth in Section 4.2 above andi€pent has been notified
that such officer or officers has made a deternonahat Participant has been terminated for CaRa#ijcipant shall have five
(5) business days (measured from the date he avasdirst notified of such determination) to apmech determination to
the Committee. If Participant appeals to the Corgaitn a timely manner, the Committee shall giveRlarticipant an
opportunity to present to the Committee evidencaisror her behalf. If the Committee has not delegjéo one or more
officers of the Company the authority set fortiSiection 4.2, and the Committee makes such Causamaation itself, such
decision shall be deemed final and unappealablethegourpose of this paragraph, termination o¥isel
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shall be deemed to occur on the date whe@dmapany or Subsidary dispatches notice or adweitke Participant that his
service is terminates

5.7 Limitations on Exercis@ he Committee may specify a reasonable minimumbmar of Shares that may be purchased on any
exercise of an Option, provided that such minimwmhber will not prevent Participant from exercisthg Option for the full number of
Shares for which it is then exercisable.

5.8 Limitations on ISOThe aggregate Fair Market Value (determined dkeflate of grant) of Shares with respect to whssh are
exercisable for the first time by a Participantidgrany calendar year (under this Plan or underadingr incentive stock option plan of the
Company, Parent or Subsidiary of the Company)natlexceed $100,000. If the Fair Market Value c&i®k on the date of grant with respect
to which ISO are exercisable for the first timegbRarticipant during any calendar year exceeds,$000then the Options for the first
$100,000 worth of Shares to become exercisabladh salendar year will be ISO and the Optionstieramount in excess of $100,000 that
become exercisable in that calendar year will beSRQ. In the event that the Code or the regulapoosiulgated thereunder are amended
after the Effective Date of this Plan to provide d&different limit on the Fair Market Value of $ka permitted to be subject to 1ISO, such
different limit will be automatically incorporatédterein and will apply to any Options granted affter effective date of such amendment.

5.9 Madification, Extension or Renewdlhe Committee may modify, extend or renew outditegn Options and authorize the grant of
new Options, provided however, that (i) any sudipaanay not, without the written consent of a Rgsant, impair any of such Participant’s
rights under any Option previously granted, (iiy@och action shall not extend the exercise pesfdtie Option to a date later than the later
of (a) the fifteenth day of the third month followg the date on which the Option otherwise wouldehaxpired or (b) December 31 of the
calendar year in which the Option would have othssvexpired, and (iii) the Committee may not redimeExercise Price of outstanding
Options without the approval of the stockholdersy Autstanding 1ISO that is modified, extended, wateor otherwise altered will be treated
in accordance with Section 424(h) of the Code.

5.10 No DisqualificationNotwithstanding any other provision in this Plan,term of this Plan relating to ISO will be iniested,
amended or altered, nor will any discretion or atiti granted under this Plan be exercised, so asstjualify this Plan under Section 422 of
the Code or, without the consent of the Participdfeicted, to disqualify any ISO under Section 42the Code.

6. RESTRICTED STOCK . A Restricted Stock Award is an offer by the Comp#o grant or to sell to an eligible person Shanes are
subject to restrictions. The Committee will detexento whom an offer will be made, the number ofr8&dhe person may purchase, the price
to be paid (the Purchase Pricé€), if any, the restrictions to which the Sharedl Wé subject, and all other terms and conditiohthe

Restricted Stock Award, subject to the following:

6.1 Form of Restricted Stock AwarAll grants or purchases under a Restricted Sfaglird made pursuant to this Plan will be
evidenced by an Award AgreementRestricted Stock Purchase Agreemeépthat will be in such form (which need not be game for each
Participant) as the Committee will from time to érapprove, and will comply with and be subjectht® terms and conditions of this Plan. -
offer of Restricted Stock will be accepted by tletieipant’s execution and delivery of the Res&itStock Purchase Agreement and full
payment, if any, for the Shares to the Companyiwithirty (30) days, or such other date as maydtdasth in the Restricted Stock Purchase
Agreement, from the date the Restricted Stock Rwselgreement is delivered to the person. If sechgn does not execute and deliver the
Restricted Stock Purchase Agreement along withptayiment, if any, for the Shares to the Companiiwithirty (30) days, or such other date
as may be set forth in the Restricted Stock Puchageement, then the offer will terminate, unlef®erwise determined by the Committee.
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6.2 Purchase Pric&he Purchase Price of Shares sold pursuant esai&ed Stock Award, if any, will be determingdthe
Committee on the date the Restricted Stock Awagtasted. At the Committee’s discretion, considerafor the Restricted Stock Award
may be in the form of continued service to the Canypor a Subsidiary. Payment of the Purchase Rragebe made in accordance with
Section 9 of this Plan.

6.3 Terms of Restricted Stock AwardRestricted Stock Awards shall be subject to seslkrictions as the Committee may impose.
These restrictions may be based upon completi@nspicified number of years of service with the @any or a Subsidiary or upon
completion of the performance goals as set outluaace in the Participant’s individual Restricteédck Purchase Agreement. Restricted
Stock Awards may vary from Participant to Participand between groups of Participants. Prior togtta@t of a Restricted Stock Award, the
Committee shall: (a) determine the nature, lengthstarting date of any Performance Period foiRbstricted Stock Award; (b) select from
among the Performance Factors to be used to mepstfoemance goals, if any; and (c) determine tmlper of Shares that may be awarded
to the Participant. Prior to the payment of anytReted Stock Award, the Committee shall deterntimeextent to which such Restricted
Stock Award has been earned. Performance Periog®wealap and Participants may participate simatarsly with respect to Restricted
Stock Awards that are subject to different PerforogaPeriods and having different performance gaadsother criteria.

6.4 Termination During Performance Peritfch Participant is Terminated during a Perfora@Period for any reason, then such
Participant will be entitled to payment (whetheShares, cash or otherwise) with respect to thériRiesi Stock Award only to the extent
earned as of the date of Termination in accordanttethe Restricted Stock Purchase Agreement, arntes Committee determines otherwise
in the case of a Participant who is not a “covexegbloyee” for purposes of Section 162(m) of the €imdthe year of Termination.

7. RESTRICTED STOCK UNITS . Each Restricted Stock Unit shall have a valueaktguthe Fair Market Value of a share of the
Company’s Common Stock. A Restricted Stock Unitdioet constitute a share of, nor represent any shiginterest in, the Company. The
Committee will determine the number of Restrictéac® Units granted to any eligible person; whetherRestricted Stock Units will be
settled in Shares, in cash, or in a combinatiothefwo; the price to be paid (thétirchase Price), if any, for any Shares issued pursuant to
a Restricted Stock Unit; the restrictions to whilelh Restricted Stock Units will be subject, andottier terms and conditions of the Restricted
Stock Units, subject to the following:

7.1 Form of Restricted Stock Unit Awarlll Restricted Stock Units granted pursuant tie tian will be evidenced by an Award
Agreement (“Restricted Stock Unit Agreemefi that will be in such form (which need not be g@me for each Participant) as the
Committee will from time to time approve, and vatdmply with and be subject to the terms and comdstiof this Plan. The offer of Restric
Stock Units will be accepted by the Participargxecution and delivery of the Restricted Stock Wgreement within thirty (30) days, or st
other date as may be set forth in the Restrictedk3tnit Agreement, from the date the RestrictamtBtUnit Agreement is delivered to the
person. If such person does not execute and deliedRestricted Stock Unit Agreement within thig®p) days, or such other date as may be
set forth in the Restricted Stock Unit Agreememernt the offer will terminate, unless otherwise dateed by the Committee.

7.2 Purchase Pric&he Purchase Price of Shares sold pursuant es#i&ed Stock Unit, if any, will be determinedtye Committee
on the date the Restricted Stock Unit is grantedh@& Committee’s discretion, consideration for Restricted Stock Unit may be in the form
of continued service to the Company or a Subsididayment of the Purchase Price, if any, shall Bdenin accordance with Section 9 of this
Plan when the Shares are issued.

7.3 Terms of Restricted Stock UniRestricted Stock Units shall be subject to sastrictions as the Committee may impose. These
restrictions may be based upon completion of aipeaumber of years of service with the Companwa &ubsidiary or upon completion of
the performance goals as set out in advance iRdncipant’s individual Restricted Stock Unit Agreent. Restricted Stock
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Units may vary from Participant to Participant dedween groups of Participants. Prior to the goiRestricted Stock Units, the Committee
shall: (a) determine the nature, length and stadete of any Performance Period for the Restristedk Unit; (b) select from among the
Performance Factors to be used to measure perfemmaals, if any; and (c) determine the numberestfcted Stock Units that will be
awarded to the Participant. Prior to the paymemiefiver in Shares, cash or otherwise) of any RéstriStock Units, the Committee shall
determine the extent to which such Restricted Stéruiks have been earned. Performance Periods mejapvand Participants may particif
simultaneously with respect to Restricted StocktéJitiat are subject to different Performance Psratl have different performance goals
and other criteria.

7.4 Termination During Performance Peritfch Participant is Terminated during a Perfore®Period for any reason, then such
Participant will be entitled to payment (whetheShares, cash or otherwise) with respect to thériRiesi Stock Units only to the extent
earned as of the date of Termination in accordarttethe Restricted Stock Unit Agreement, unless@ommittee determines otherwise in
the case of a Participant who is not a “coveredleyag” for purposes of Section 162(m) of the Caudthe year of Termination.

7.5 Payment When Restrictions Lap¥ke cash or Shares that a Participant is entitledceive pursuant to a Restricted Stock Unit
shall be paid or issued to the Participant wheaglicable restrictions and other conditions aggtile to the Restricted Stock Unit have
lapsed or have been satisfied, unless the Resti&tteck Unit Agreement provides for a later setdebdate in compliance with Section 409A
of the Code.

8. STOCK APPRECIATION RIGHTS . The Committee may grant Stock Appreciation RigitSARSs to eligible persons and will
determine the number of Shares subject to the Sthie< xercise Price of the SARSs, the period duwhich the SARs may be exercised, and
all other terms and conditions of the SARs, sulijethe following:

8.1 Form of SAR GranSARs granted under this Plan will be evidencedmyward Agreement that will expressly identifg tBARs
as freestanding SARs (SARs granted independentyobther Option), tandem SARs (SARs granted in eotion with an Option, or any
portion thereof), or any combination thereoSAR Agreement), and will be in such form and contain such psiens (which need not be
the same for each Participant) as the Committeefroay time to time approve, and which will complytvand be subject to the terms and
conditions of this Plan.

8.2 Date of GraniThe date of grant of a SAR will be the date ornclwlihe Committee makes the determination to gsaoh SAR,
unless otherwise specified by the Committee. ThR 34reement and a copy of this Plan will be dekkto the Participant within a
reasonable time after the granting of the SAR.

8.3 Exercise Price and Other Terms

(a) The Committee, subject to the prawisiof the Plan, shall have complete discretiotetermine the terms and conditions of SARs
granted under the Plaprovided, howeverthat no SAR will be exercisable after the expirabf ten (10) years from the date the SAR is
granted;provided, further, that the Exercise Price for freestanding SAR4 &lganot less than one hundred percent (100%)efair Market
Value of a Share on the grant date. The Exercige Ror tandem SARs shall equal the Exercise Rridbe related Option.

(b) Participant’s ability to exercise S&\Bhall be subject to such restrictions, if anythasCommittee may impose. These restrictions
may be based upon completion of a specified nurobgears of service with the Company or a Subsydisrupon completion of the
performance goals as set out in advance in théciant's individual SAR Agreement. SARs may vargrh Participant to Participant and
between groups of Participants. Should the Comenétect to impose restrictions on a SAR, the Cotemishall: (a) determine the nature,
length and starting date of any Performance Pdaothe SAR; (b) select from among the Performafaetors to be used to measure
performance goals, if any; and (c)
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determine the number of Shares subject to such BABr to such SAR becoming exercisable, the Cotemishall determine the extent to
which such Performance Factors have been met.ifafwe Periods may overlap and Participants mdicipate simultaneously with
respect to SAR that are subject to different Perforce Periods and have different performance goalther criteria.

8.4 Exercise of Tandem SARBandem SARs may be exercised for all or parhefShares subject to the related Option upon the
surrender of the right to exercise the equivalemtipn of the related Option. Tandem SARs may ter@ged only with respect to the Shares
for which the related Option is then exercisabléhwespect to tandem SARs granted in connectiah an Option: (a) the tandem SARs s
expire no later than the expiration of the undadyOption; (b) the value of the payout with respgedhe tandem SARs shall be for no more
than one hundred percent (100%) of the differerstesden the Exercise Price of the underlying Opéiod the Fair Market Value of the
Shares subject to the underlying Option at the timetandem SARs are exercised; and (c) the tai®i&Rs shall be exercisable only when
the Fair Market Value of the Shares subject tauthéerlying Option exceeds the Exercise Price ofdp#on.

8.5 Exercise of Freestanding SARseestanding SARs shall be exercisable on sunistand conditions as the Committee, in its sole
discretion, shall determine.

8.6 Payment of SAR Amount/pon exercise of a SAR, a Participant shall iéled to receive payment from the Company in an
amount determined by multiplying:

(@) The difference between (i) the Fair Market Value@hare on the date of exercise (or such otheradamay be determined
the Committee and set forth in the Partici| s SAR Agreement) and (ii) the Exercise Price; til

(b)  The number of Shares with respect to which the &A¢kercised

At the discretion of the Committé®ee payment upon exercise of the SAR may be in,¢éasdhares of equivalent value, or in some
combination thereof.

8.7 TerminationNotwithstanding the exercise periods set fortthenSAR Agreement, exercise of a SAR will alwagsshbject to the
following:

(@) If the Participant is Terminated for angsen except death or Disability, then the Partitipaay exercise such Participant’s
SAR only to the extent that such SAR would havent®eercisable upon the Termination Date no laten three (3) months
after the Termination Date (or such shorter or @rtgne period not exceeding five (5) years as begetermined by the
Committee), but in any event, no later than theraxipn date of the SAF

(b) If the Participant is Terminated becaus@@afticipants death or Disability (or the Participant dies witthree (3) months aft
a Termination other than for Cause or because iicRant’s Disability), then Participant's SAR mag exercised only to the
extent that such SAR would have been exercisabRdpiicipant on the Termination Date and must ler@sed by Participal
(or Participant’s legal representative or authatiassignee) no later than twelve (12) months #fe=iTermination Date, but in
any event no later than the expiration date ofSAR.

(c)  Notwithstanding the provisions in paragraph 8.atave, if a Participant is terminated for Caus@&heethe Participant, tr
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Participant’s estate nor such other person mhy then hold the SAR shall be entitled to exereiny SAR with respect to any
Shares whatsoever, after termination of servicethdr or not after termination of service the Rgréint may receive payme
from the Company or Subsidiary for vacation pay services rendered prior to termination, for seggirendered for the day
on which Termination occurs, for salary in lieunattice, or for any other benefits. In the event tha Committee has
delegated to one or more officers of the Compasyatithority set forth in Section 4.2 above andi€pent has been notified
that such officer or officers has made a deternonahat Participant has been terminated for CaRa#ijcipant shall have five
(5) business days (measured from the date he avasdirst notified of such determination) to apmech determination to
the Committee. If Participant appeals to the Corgaitn a timely manner, the Committee shall giveRlarticipant an
opportunity to present to the Committee evidencaisror her behalf. If the Committee has not delegjao one or more
officers of the Company the authority set forttSiection 4.2, and the Committee makes such Causamaation itself, such
decision shall be deemed final and unappealablethegourpose of this paragraph, termination ofisershall be deemed to
occur on the date when the Company or Subsidiayadches notice or advice to the Participant tisasérvice is terminate:

8.8 Madification, Extension or Renewdlhe Committee may modify, extend or renew outditan SARS and authorize the grant of 1
SARs, provided however, that (i) any such actioy mat, without the written consent of a Participamtpair any of such Participant’s rights
under any SAR previously granted, (ii) any suclioacshall not extend the exercise period of the $AR date later than the later of (a) the
fifteenth day of the third month following the date which the SAR otherwise would have expiredodrecember 31 of the calendar year in
which the Option would have otherwise expired, @iidthe Committee may not reduce the Exercise®df outstanding SARs without the
approval of the stockholders.

9. PAYMENT FOR SHARE PURCHASES . Where expressly approved for the Participantisy@ommittee and where permitted by law,
payment for Shares purchased pursuant to thisriégn

(@ be made in cash (by chec
(b) by cancellation of indebtedness of the CompanhedRarticipant

(c) by surrender of shares that either: (1)eha&en owned by Participant for more than six (6tins and have been paid for
within the meaning of SEC Rule 144 (and, if sucareb were purchased from the Company by use afraigsory note, such
note has been fully paid with respect to such s)ace (2) were obtained by Participant in the publarket;

(d) by waiver of compensation due or accrued to th&dfaaint for services rendere
(e) with respect only to purchases upon exercise @ption, and provided that a public market for tha@rpanys stock exists
(2) through a “same day sale” commitment fréwe Participant and a broker-dealer that is a memibre National
Association of Securities Dealers (* NASD Dealer”)
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whereby the Participant irrevocably electexercise the Option and to sell a portion of thar8s so purchased to pay
for the Exercise Price, and whereby the NASD Deatevocably commits upon receipt of such Shardsteward the
Exercise Price directly to the Company;

(2) through a “margin” commitment from the Fapant and a NASD Dealer whereby the Participeretvbcably elects to
exercise the Option and to pledge the Shares shased to the NASD Dealer in a margin account esrite for a loal
from the NASD Dealer in the amount of the Exerdsiee, and whereby the NASD Dealer irrevocably catsiopon
receipt of such Shares to forward the ExerciseeRtiectly to the Company;

® by withholding from the Shares to be issu@dn exercise of an Award that number of Sharesga Fair Market Value
equal to the minimum amount required to satisfyERercise Price or Purchase Price (the Fair Mavladiie of the Shares to
be withheld shall be determined on the date treatlvard is exercised by the Participant)

() by any combination of the foregoing;
(h)  such other consideration and method of paymerisfmance of Shares to the extent permitted by eqigk laws
10. AUTOMATIC GRANTS TO OUTSIDE DIRECTORS .

10.1 Types of Awards and Shasards granted under this Plan and subject toSkigion 10 may, at the discretion of the Commi
be NQSOs, SARs, or Restricted Stock Ungtsvided, howeverthat any payment upon exercise of SARs grantesujamt to this section 10
shall be in Shares of equivalent value.

10.2 Eligibility. Awards subject to this Section 10 shall be gruoialy to Outside Directors. Outside Directors Ehbdo be eligible to
receive Awards granted pursuant to sections 5,ad78 hereof at such times and on such condiierdetermined by the Committee.

10.3 Initial GrantEach Outside Director who first becomes a merobére Board on or after the Effective Date wilt@matically be
granted (a) an Option or SAR, as determined byCivamittee, for 17,500 Shares and (b) 2,500 ResttiStock Units (together, artitial
Grant”) on the date such Outside Director first becom@&sember of the Board.

10.4 Succeeding Grantdpon re-election to the Board at each Annual Meedf Stockholders, each Outside Director will
automatically be granted (a) an Option or SAR,etemined by the Committee, for 8,400 Shares apd, @90 Restricted Stock Units
(together, a ‘Succeeding Grant); provided, howeverthat any such Outside Director who received @mlrGrant since the last Annual
Meeting of Stockholders will receive a prorated &erling Grant consisting of (x) an Option or SARdatermined by the Committee, to
purchase a number of Shares equal to 8,400 meltijply a fraction whose numerator is the numbeatiEndar months or portions thereof t
the Outside Director has served since the dateeofrtitial Grant and whose denominator is twelvel &) a grant of Restricted Stock Units
equal to 1,200 multiplied by a fraction whose nuateris the number of calendar months or portibeseof that the Outside Director has
served since the date of the Initial Grant and whdeEnominator is twelve.
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10.5 Vesting

(a) The date an Outside Director recearesnitial Grant or a Succeeding Grant is refetmenh this Plan as theStart Date” for such
Award. Each Initial Grant will vest (a) with respéc Options or SARS, as to 2% of the Shares orsthe Date for such Initial Grant, and as
to an additional 2% of the Shares on the firstafagach calendar month after the Start Date, sp &anthe Outside Director continuously
remains a director of the Company, and (b) witlpeesto Restricted Stock Units, in accordance witghRestricted Stock Unit Agreement.
Succeeding Grants will vest in accordance with &tolck Option, SAR or Restricted Stock Unit Agreamas the case may be.

(b) Notwithstanding any provision to tantrary, in the event of a corporate transactiescdbed in Section 19.1, the vesting of all
Awards granted to Outside Directors pursuant te Sgction 10 will accelerate and such Awards vattdime exercisable in full prior to the
consummation of such event at such times and dmsoditions as the Committee determines, and brisikercised, if at all, within three
months of the consummation of said event. Any Awardt exercised within such three-month period| shatire.

10.6 Exercise Pricelhe exercise price of an Award pursuant to atielnGrant or Succeeding Grant shall be the FairkéValue of
the Shares at the time that the Award is granted.

10.7 Shares in Lieu of Cash Compensatifech Outside Director may elect to reduce afiant of the cash compensation otherwise
payable for services to be rendered by him asetir (including the annual retainer and any fegsple for serving on the Board or a
Committee of the Board) and to receive in lieu ¢loéiShares. Any such election shall be in writing enust be made before the services are
rendered giving rise to such compensation, andmoape revoked or changed thereafter during thai@eiDirector’'s term. On such election,
the cash compensation otherwise payable will beeased by 10% for purposes of determining the nummb8hares to be credited to such
Outside Director. If an Outside Director so eldotseceive Shares in lieu of cash, there shallrbdited to such Outside Director a number of
Shares equal to the amount of the cash compensaticeduced (increased by 10% as described inrdueging sentence) divided by the Fair
Market Value on the day in which the compensatioul have been paid in the absence of such election

11. WITHHOLDING TAXES .

11.1 Withholding GenerallyWhenever Shares are to be issued in satisfaofidmvards granted under this Plan, the Company may
require the Participant to remit to the Companwarount sufficient to satisfy federal, state analagithholding tax and social security
requirements prior to the delivery of any certifecar certificates for such Shares. Whenever, utidePlan, payments in satisfaction of
Awards are to be made in cash, such payment witidb@f an amount sufficient to satisfy federadtst and local withholding tax and social
security requirements.

11.2 Stock WithholdingWhen, under applicable tax or social securityslaavParticipant incurs tax or social securityilighin
connection with the exercise or vesting of any Advidmat is subject to tax or social security witlting and the Participant is obligated to pay
the Company the amount required to be withheldCthmmittee may in its sole discretion allow thetiegrant to satisfy the minimum tax or
social security withholding obligation by electitmhave the Company withhold from the Shares tisséged that number of Shares having a
Fair Market Value equal to the minimum amount reggiito be withheld, determined on the date thaatheunt of tax to be withheld is to be
determined. All elections by a Participant to h&mares withheld for this purpose will be made icoadance with the requirements
established by the Committee and be in writing faren acceptable to the Committee.

12. TRANSFERABILITY .

12.1 Except as otherwise provided in 8gstion 12, Awards granted under this Plan, aydraerest therein, will not be transferable or
assignable by Participant, and may not be madesubj
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to execution, attachment or similar process, otisathan by will or by the laws of descent andriistion or as determined by the
Committee and set forth in the Award Agreement watspect to Awards that are not ISOs.

12.2 All Awards other than NQSOs and SARKEAwards other than NQSOs and SARs shall be @gabie: (i) during the Participant’s
lifetime, only by (A) the Participant, or (B) thaRicipant’'s guardian or legal representative; @idfter Participant’s death, by the legal
representative of the Participant’s heirs or leggate

12.3 NQSOs and SARbBnless otherwise restricted by the Committee(QSR and SAR shall be exercisable: (i) during the
Participant’s lifetime only by (A) the ParticipaB) the Participant’'s guardian or legal represiévga (C) a Family Member of the Participant
who has acquired the NQSO or SAR by “permitteddfamn” and (ii) after Participant’s death, by tlegdl representative of the Participant’s
heirs or legatees. “Permitted transfer” meansuéisosized by this Plan and the Committee in a StOpkon Agreement or SAR Agreement,
any transfer effected by the Participant duringRlaeticipants lifetime of an interest in such NQSO and SARdnly such transfers which &
by gift or domestic relations order. A permittedrisfer does not include any transfer for valueraither of the following are transfers for
value: (a) a transfer under a domestic relatiodemin settlement of marital property rights or &iyansfer to an entity in which more than
fifty percent of the voting interests are ownedHamily Members or the Participant in exchange foirderest in that entity.

13. PRIVILEGES OF STOCK OWNERSHIP; RESTRICTIONS ON SHARES.

13.1 Voting and DividenddNo Participant will have any of the rights oftackholder with respect to any Shares until ther&hare
issued to the Participant. After Shares are issoidioe Participant, the Participant will be a stowkler and have all the rights of a stockholder
with respect to such Shares, including the rightdie and receive all dividends or other distribog made or paid with respect to such Sh
provided, that if such Shares are Restricted Stock, thgmaw, additional or different securities the Raptant may become entitled to
receive with respect to such Shares by virtuesibek dividend, stock split or any other changthicorporate or capital structure of the
Company will be subject to the same restrictionthasRestricted Stock; providedurther, that the Participant will have no right to retain
such stock dividends or stock distributions withpect to Shares that are repurchased at the Partits Purchase Price or Exercise Price
pursuant to Section 13.2.

13.2 Restrictions on SharAsthe discretion of the Committee, the Company meserve to itself and/or its assignee(s) in theakiv
Agreement a right to repurchase a portion of obJalNested Shares held by a Participant followinghdBarticipant’s Termination at any time
within ninety (90) days after the later of Partenip’'s Termination Date and the date Participantipases Shares under this Plan, for cash
and/or cancellation of purchase money indebtedmaeske Participant’s Exercise Price or PurchagzePas the case may be.

14. CERTIFICATES . All certificates for Shares or other securitietivered under this Plan will be subject to suadtkttransfer orders,
legends and other restrictions as the Committeedeayn necessary or advisable, including restristiorder any applicable federal, state or
foreign securities law, or any rules, regulationd ather requirements of the SEC or any stock exgh@&r automated quotation system upon
which the Shares may be listed or quoted.

15. ESCROW; PLEDGE OF SHARES. To enforce any restrictions on a Participant’argh, the Committee may require the Participant to
deposit all certificates representing Shares, tegawith stock powers or other instruments of tf@napproved by the Committee,
appropriately endorsed in blank, with the Compangroagent designated by the Company to hold iroesantil such restrictions have
lapsed or terminated, and the Committee may calesgead or legends referencing such restrictiorigetplaced on the certificates. Any
Participant who is permitted to execute a promigsmte as partial or full consideration for the ghase of Shares under this Plan will be
required to pledge and deposit with the Companygrgtlart of the Shares so purchased as collaesddure the payment of Participant’s
obligation to the Company under the promissory natevided, howeverthat the Committee may require
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or accept other or additional forms of collateasécure the payment of such obligation and, inesant, the Company will have full recou
against the Participant under the promissory noteithstanding any pledge of the Participant’s 8sar other collateral. In connection with
any pledge of the Shares, Participant will be resiuto execute and deliver a written pledge agre¢mesuch form as the Committee will
from time to time approve. The Shares purchaseld thvé promissory note may be released from thegpled a pro rata basis as the
promissory note is paid.

16. EXCHANGE AND BUYOUT OF AWARDS . The Committee may, at any time or from time todj authorize the Company, with the
consent of the respective Participants, to issweAwards in exchange for the surrender and cantamtlaf any or all outstanding Awards;
provided, howevethat no such exchange program may, without theaapof the Company’s stockholders, allow for tla@cellation of an
outstanding Option followed by its immediate reglaent with a new Option having a lower Exercisedrirhe Committee may, subject to
approval by the Company’s stockholders, at any tionefrom a Participant an Award previously graniéth payment in cash, Shares
(including Restricted Stock) or other consideratiossed on such terms and conditions as the Coeaatid the Participant may agree.

17. SECURITIES LAW AND OTHER REGULATORY COMPLIANCE . An Award will not be effective unless such Awaésdn
compliance with all applicable federal and statusées laws, rules and regulations of any governtal body, and the requirements of any
stock exchange or automated quotation system updchvthe Shares may then be listed or quoted,esdte in effect on the date of grant of
the Award and also on the date of exercise or aiseiance. Notwithstanding any other provisiorhis Plan, the Company will have no
obligation to issue or deliver certificates for 8#sunder this Plan prior to: (a) obtaining anyrapals from governmental agencies that the
Company determines are necessary or advisableyrafid/completion of any registration or other dfigdtion of such Shares under any state
or federal law or ruling of any governmental bolgttthe Company determines to be necessary oraddeisThe Company will be under no
obligation to register the Shares with the SE@aftect compliance with the registration, quadition or listing requirements of any state
securities laws, stock exchange or automated dantaystem, and the Company will have no liabitdy any inability or failure to do so.

18. NO OBLIGATION TO EMPLQY . Nothing in this Plan or any Award granted undes Plan will confer or be deemed to confer on any
Participant any right to continue in the employaf{o continue any other relationship with, ther@any or any Parent or Subsidiary of the
Company or limit in any way the right of the Compam any Parent or Subsidiary of the Company tomieate Participant’s employment or
other relationship at any time, with or without sau

19. CORPORATE TRANSACTIONS .

19.1 Assumption or Replacement of AwdrgsSuccessorExcept for automatic grants to Outside Direcfmrssuant to Section 10
hereof, in the event of (a) a dissolution or licatidn of the Company, (b) a merger or consolidaitiowhich the Company is not the surviving
corporation (other than a merger or consolidatidth & wholly-owned subsidiary, a reincorporatiortled Company in a different jurisdiction,
or other transaction in which there is no substhictiange in the stockholders of the Company ar thlative stock holdings and the Awards
granted under this Plan are assumed, convertezbtarced by the successor corporation, which assampill be binding on all Participants),
(c) a merger in which the Company is the survivdogporation but after which the stockholders of @@npany immediately prior to such
merger (other than any stockholder that mergeshich owns or controls another corporation thatgesr with the Company in such merger)
cease to own their shares or other equity intémesie Company, (d) the sale of substantially athe assets of the Company, or (e) the
acquisition, sale, or transfer of more than 50%hefoutstanding shares of the Company by tender offsimilar transaction, any or all
outstanding Awards may be assumed, converted taaeg by the successor corporation (if any), whaisbumption, conversion or
replacement will be binding on all Participantsthe alternative, the successor corporation magtiute equivalent Awards or provide
substantially similar consideration to Participaaéswas provided to stockholders (after taking attoount the existing provisions of the
Awards). The successor corporation may also isay#ace of outstanding Shares of the Company bglithe Participants, substantially
similar shares or other property subject to repaseh
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restrictions no less favorable to the Participmthe event such successor corporation (if anfyses to assume or substitute Awards, as
provided above, pursuant to a transaction desciibdds Section 19.1, such Awards will accelerate will become exercisable in full prior
to the consummation of such transaction at suck &nd on such conditions as the Committee willrd@tee, and if such Awards are not
exercised prior to the consummation of the corgona@nsaction, they shall terminate at such timgessrmined by the Committee.

19.2 Other Treatment of AwardSubject to any greater rights granted to Paditip under the foregoing provisions of this Sectifn
in the event of the occurrence of any transactestdbed in Section 19.1, any outstanding Awardisbeitreated as provided in the applic:
agreement or plan of merger, consolidation, digemiuliquidation, or sale of assets.

19.3 Assumption of Awards by the Compaifie Company, from time to time, also may subiitr assume outstanding awards
granted by another company, whether in connectitinan acquisition of such other company or otheeyby either; (a) granting an Award
under this Plan in substitution of such other conymaward; or (b) assuming such award as if it b@eih granted under this Plan if the terms
of such assumed award could be applied to an Agienated under this Plan. Such substitution or apgomwill be permissible if the holder
of the substituted or assumed award would have bkgible to be granted an Award under this Plathéf other company had applied the
rules of this Plan to such grant. In the eventGbenpany assumes an award granted by another cortpangrms and conditions of such
award will remain unchanged (_excéipat the exercise price and the number and nafusbares issuable upon exercise of any such option
will be adjusted appropriately pursuant to Sectid8A and 424(a) of the Code). In the event the @amg elects to grant a new Option or
SAR rather than assuming an existing option, st @ption or SAR may be granted with a similarlyuated Exercise Price.

20. ADOPTION AND STOCKHOLDER APPROVAL . This Plan will become effective on the date thi adopted by the Board (the “
Effective Date”). This Plan shall be approved by the stockholaéithe Company (excluding Shares issued pursadig Plan), consistent
with applicable laws, within twelve (12) months def or after the date this Plan is adopted by thar@&® Upon the Effective Date, the
Committee may grant Awards pursuant to this Pteayided, howeverthat: (a) no Option or SAR may be exercised padnitial

stockholder approval of this Plan; (b) no OptiorS&R granted pursuant to an increase in the nuaib®hares subject to this Plan approved
by the Board will be exercised prior to the timelsincrease has been approved by the stockholfithe €ompany; (c) in the event that
initial stockholder approval is not obtained withire time period provided herein, all Awards grdrttereunder shall be cancelled, any Sh
issued pursuant to any Awards shall be cancellddaag purchase of Shares issued hereunder shadsbimded; and (d) in the event that
stockholder approval of such increase is not obthimithin the time period provided herein, all Adsigranted pursuant to such increase will
be cancelled, any Shares issued pursuant to anydAgvanted pursuant to such increase will be cteatednd any purchase of Shares
pursuant to such increase will be rescinded.

21. TERM OF PLAN/GOVERNING LAW . Unless earlier terminated as provided hereis, B@n will terminate ten (10) years from the
date this Plan is adopted by the Board or, if egrthe date of stockholder approval. This Planahdgreements thereunder shall be gove
by and construed in accordance with the laws oStia¢e of California.

22. AMENDMENT OR TERMINATION OF PLAN . The Board may at any time terminate or amendRl&s in any respect, including
without limitation amendment of any form of Awardyeement or instrument to be executed pursuahigdan;provided, howeverthat
the Board will not, without the approval of thedtbolders of the Company, amend this Plan in angnaathat requires such stockholder
approval.

23. NONEXCLUSIVITY OF THE PLAN . Neither the adoption of this Plan by the Boan&, $ubmission of this Plan to the stockholders of
the Company for approval, nor any provision of fBian will be construed as creating any limitationshe power of the Board to adopt such
additional compensation arrangements as it may dkssinable, including, without limitation, the gtang of stock options and
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bonuses otherwise than under this Plan, and suahgaments may be either generally applicable pliGgble only in specific cases.
24. DEFINITIONS . As used in this Plan, the following terms wilMeathe following meanings:
25.
“Award” means any award under this Plan, including anyddptRestricted Stock, Restricted Stock Unit or Bt@ppreciation Right.

“Award Agreement’means, with respect to each Award, the signedesritigreement between the Company and the Participtimng
forth the terms and conditions of the Award.

“Board” means the Board of Directors of the Company.

“Cause” means the commission of an act of theft, embezaiermfraud, dishonesty, other acts constituting gmsésconduct, or a
breach of fiduciary duty to the Company or a Pacergubsidiary of the Company.

“Code” means the Internal Revenue Code of 1986, as amended

“Committee” means the Compensation Committee of the Board.

“Company” means Electronic Arts Inc. or any successor cotjmra

“Disability” means a disability, whether temporary or permangntjal or total, as determined by the Committee.
“Exchange Act” means the Securities Exchange Act of 1934, as asdend

“Exercise Price” means the price at which a holder of an Option 8AR, as the case may be, may purchase the Skateble upon
exercise of such Option or SAR.

“Fair Market Value” means, as of any date, the value of a share @dhgpany’s Common Stock determined as follows:

(@) if such Common Stock is then quoted orNbedag National Market, its closing price on thesday National Market on the
date of determination as reportecThe Wall Street Journ;;

(b) if such Common Stock is publicly traded @then listed on a national securities exchaitgelosing price on the date of
determination on the principal national securigshange on which the Common Stock is listed orizieldnto trading as
reported irThe Wall Street Journ;

(c) if such Common Stock is publicly traded tsuhot quoted on the Nasdaq National Market retedl or admitted to trading on a
national securities exchange, the average of tisng bid and asked prices on the date of detetinimas reported in The
Wall Street Journg; or

(d) if none of the foregoing is applicable, by the Coittee in good faith
“Family Member” includes any of the following:
@ child, stepchild, grandchild, parent, semgnt, grandparent, spouse, former spouse, silrliage, nephew, mother-in-law,
fatherin-law, sor-in-law, daughte-in-law, brothe-in-law, or siste-in-law of the

D-15




Participant, including any such person with sudatienship to the Participant by adoptic
(b) any person (other than a tenant or employee) ghéraParticipar s household

() atrustin which the persons in (a) and (b) haveentivan fifty percent of the beneficial intere
(d) afoundation in which the persons in (a) and (kherParticipant control the management of asee
() any other entity in which the persons in (a) anfdofithe Participant own more than fifty percentta# voting interes!

“Insider” means an officer or director of the Company or atier person whose transactions in the Companysr@an Stock are
subject to Section 16 of the Exchange Act.

“Option” means an award of an option to purchase Sharesgnir® Section 5.
“Outside Director” means a member of the Board who is not an emplof/ge2 Company or any Parent or Subsidiary of tbenany

“Parent” means any corporation (other than the Company inndroken chain of corporations ending with thenpany if each of
such corporations other than the Company owns gioskessing 50% or more of the total combined ggimwer of all classes of stock in «
of the other corporations in such chain.

“Participant” means a person who receives an Award under this Pla

“Performance Factors”means any of the factors selected by the Commattéespecified in an Award Agreement, from among the
following objective measures, either individualiternatively or in any combination, applied to tbempany as a whole or any business unit
or Subsidiary, either individually, alternatively; in any combination, and measured, to the extpplicable on an absolute basis or relati
a pre-established target, to determine whethepdimrmance goals established by the Committee nethect to applicable Awards have
been satisfied:

(& Netrevenue

(b)  Earnings before interest, income taxes, depreciatial amortizatior
(c)  Operating income

(d)  Operating margin

(e) Netincome

® Earnings per sharn

(o) Total stockholder returr

(h)  The Compan's stock price

0] Growth in stockholder value relative to a-determined index

()] Return on equity
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(k)  Return on invested capit:

o Operating cash flown

(m) Free cash flow

(n)  Economic value added; ai

(o) Individual confidential business objectivi

The Committee may, in recognition of wmisor non-recurring items such as acquisitionteglactivities or changes in applicable
accounting rules, provide for one or more equitadlgistments (based on objective standards) tBdinrmance Factors to preserve the
Committee’s original intent regarding the Performairactors at the time of the initial award gréris within the sole discretion of the
Committee to make or not make any such equitaljlesadents.

“Performance Period"means the period of service determined by the Cdtmeniwhich shall be no less than one calendarteuaor
more than five years (unless tied to a specific @njdctive milestone or event), during which tinfeservice or performance is to be measured
for Awards.

“Plan” means this EA 2000 Equity Incentive Plan, as ameificden time to time.
“Restricted Stock Award’'means an award of Shares that are subject toatésts pursuant to Section 6.

“Restricted Stock Unit’means an award of the right to receive, in casbhares, the value of a share of the Compa@gmmon Stoc
pursuant to Section 7.

“SEC” means the Securities and Exchange Commission.
“Securities Act” means the Securities Act of 1933, as amended.

“Shares” means shares of the Company’s Common Stock restawésuance under this Plan, as adjusted pursaaections 2 and
19, and any successor security.

“Stock Appreciation Right”or “SAR” means an Award, granted alone or in tandem witiadad Option that pursuant to Section 8 is
designated as a SAR.

“Subsidiary” means any corporation (other than the Company) imrdoroken chain of corporations beginning with @mpany if
each of the corporations other than the last catjmr in the unbroken chain owns stock posses<ifg & more of the total combined voting
power of all classes of stock in one of the otlporations in such chain.

“Termination” or “Terminated” means, for purposes of this Plan with respectRaréicipant, that the Participant has for any reaso
ceased to provide services as an employee, offitector, consultant, independent contractor,dwisor to the Company or a Parent or
Subsidiary of the Company. An employee will notdeemed to have ceased to provide services in #eeafqi) sick leave, (ii) military leave,
or (iii) any other leave of absence approved byGbenmittee, provided, that such leave is for aquedf not more than 90 days, unless
reemployment upon the expiration of such leavauargnteed by contract or statute or unless provitleerwise pursuant to formal policy
adopted from time to time by the Company and issuetipromulgated to employees in writing. In theecaf any employee on an approved
leave of absence, the Committee may make suchsgioogi respecting suspension of vesting of the Awdrite on leave from the employ of
the Company or a Subsidiary as it may deem apmtaprexcept that in no event may an Option be set@fter the expiration of the term
forth in the Option agreement. The Committee wallé sole discretion to determine whether a Paditipas ceased to provide services and
the effective date on which the Participant cedsemovide services (theTermination Date”).

“Unvested Shares’means'Unvested Shares’as defined in the Award Agreement.
“Vested Shares’'means'Vested Shares’as defined in the Award Agreement.
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Exhibit 10.2

ELECTRONIC ARTS INC.

2000 EMPLOYEE STOCK PURCHASE PLAN

As Amended by the Stockholders on July 26, 2007

1. Establishment of PlanElectronic Arts Inc., (the * Compariy proposes to grant options for purchase of then@any’s Common Stock
to eligible employees of the Company and its Suls&s (as hereinafter defined) pursuant to th2Bmployee Stock Purchase Plan (the “
Plan™). For purposes of this Plan, “parent corporatiant “Subsidiary” (collectively, “Subsidiaries”) alhhave the same meanings aaren!
corporation” and “subsidiary corporation” in Seciso424(e) and 424(f), respectively, of the InteRalenue Code of 1986, as amended (the
“Code”). The Company intends that the Plan shaltufee two components: (i) an “employee stock puseh@an” under Section 423 of the
Code (including any amendments or replacementadalf section) for participants residing in the UaBd (ii) an “employee stock purchase
plan” that is intended to grant purchase rightsenmdles, procedures or sub-plans that are natdiete to qualify Section 423 of the Code for
participants that are not residing in the U.S. Agnyn not expressly defined in the Plan but defifoegurposes of Section 423 of the Code
shall have the same definition herein. A total @&0®,000 shares of Common Stock are reserveddoaige under the Plan. Such number
shall be subject to adjustments effected in acemelavith Section 14 of the Plan.

2. Purposes The purpose of the Plan is to provide employdéseoCompany and its Subsidiaries designated &éBthard of Directors as
eligible to participate in the Plan with a convetiimeans to acquire an equity interest in the Complarough payroll deductions, to enhance
such employees’ sense of participation in the affaf the Company and its Subsidiaries, and toigeoan incentive for continued
employment.

3. Administration. This Plan may be administered by the Board @mrargittee appointed by the Board (the “ Commitde&he Plan shall
be administered by the Board or a committee apediby the Board consisting of not less than thBd@érsons (who are members of the
Board), each of whom is a disinterested directarused in this Plan, references to the “Commitselll mean either the committee appoi
by the Board to administer this Plan or the Boartbicommittee has been established. Subject tprihné@sions of the Plan and the limitations
of Section 423 of the Code or any successor pravisi the Code, if applicable, all questions oémretation or application of the Plan shall
be determined by the Committee and its decisioa8 bh final and binding upon all participants. Mesns of the Committee shall receive no
compensation for their services in connection whthadministration of the Plan, other than stanfieed as established from time to time by
the Board of Directors of the Company for servieslered by Board members serving on Board comasiti#ll expenses incurred in
connection with the administration of the Plan khalpaid by the Company.

4. Eligibility . Any employee of the Company or the Subsidiasedigible to participate in an Offering Period feseinafter defined)
under the Plan except the following:

(a) employees who are not employed byCtmpany or its Subsidiaries on the fifteenth (18lfy of the month before the beginning of
such Offering Period;

(b) employees who, together with any offerson whose stock would be attributed to sucpleyee pursuant to Section 424(d) of the
Code, own stock or hold options to purchase stockim, as a result of being granted an option utttePlan with respect to such Offering
Period, would own stock or hold options to purchsteek possessing five (5) percent or more of ¢ited tombined voting power or value of
all classes of stock of the Company or any of itbsidiaries; and

(c) employees who would, by virtue ofithgarticipation in such Offering Period, be pagating simultaneously in more than one
Offering Period under the Plan.

For employees of Subsidiaries located in tt. lthe following would not be eligible to parfiate in an Offering Period:
(a) employees who are customarily empldpe less than 20 hours per week, and
(b) employees who are customarily empiioige less than five (5) months in a calendar year.

5. Offering Dates The Offering Periods of the Plan (the “Offeringridd”) shall be of twelve (12) months duration aoancing on the
first business day of March and September of eaeln §nd ending on the last business day of FebamhAugust, respectively, hereafter.
The first Offering Period shall commence on Septemnih 2000. The first day of each
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Offering Period is referred to as the “Offering Blattach Offering Period shall consist of two (Rrsonth purchase periods (individually, a
“Purchase Period”), during which payroll deductiafishe participant are accumulated under this Fach such six-month Purchase Period
shall commence on the first business day of Manth@eptember of an Offering Period and shall enthertast business day of the following
August and February, respectively. The last busidey of each Purchase Period is hereinafter ezgféoras the Purchase Date. The Board of
Directors of the Company shall have the power tinge the duration of Offering Periods or Purchas@Bs without stockholder approval if
such change is announced at least fifteen (15) piagsto the scheduled beginning of the first @ffg Period or Purchase Period, as the case
may be, to be affected.

6. Participation in the Plan Eligible employees may become participants i©&ering Period under the Plan on the first OffgriDate
after satisfying the eligibility requirements bylislering to the Company’s or Subsidiary’s (whicheeeploys such employee) payroll
department (the “payroll department”) not latemthiae 15th day of the month before such Offeringelmless a later time for filing the
subscription agreement is set by the Board foelajible Employees with respect to a given Offeriteriod a subscription agreement
authorizing payroll deductions. An eligible empleywho does not deliver a subscription agreemethtegayroll department by such date
after becoming eligible to participate in such @ffg Period under the Plan shall not participatthat Offering Period or any subsequent
Offering Period unless such employee enrolls inRtam by filing the subscription agreement with plagroll department not later than the
15th day of the month preceding a subsequent @ffddate. Once an employee becomes a participamt @ffering Period, such employee
will automatically participate in the Offering Pedi commencing immediately following the last daytted prior Offering Period unless the
employee withdraws from the Plan or terminateshierparticipation in the Offering Period as sethan Section 11 below. Such participant
is not required to file any additional subscriptegreements in order to continue participatiorhaRlan. Any participant whose option
expires and who has not withdrawn from the Plasyamt to Section 11 below will automatically beergolled in the Plan and granted a new
option on the Offering Date of the next OfferingiBd. A participant in the Plan may participateoimly one Offering Period at any time.

In jurisdictions where payroll deductions agt permitted under local law, the eligible empleyenay participate in the Plan by making
contributions in the form that is acceptable angraped by the Board or Committee.

7. Grant of Option on EnrollmentEnrollment by an eligible employee in the Plathwespect to an Offering Period will constitute th
grant (as of the Offering Date) by the Companyuchsemployee of an option to purchase on each BsecBate up to that number of shares
of Common Stock of the Company determined by dingdhe amount accumulated in such employee’s pageduction account during such
Purchase Period by the lower of (i) eighty-fiveqest (85%) of the fair market value of a sharehef Company’s Common Stock on the
Offering Date (the “Entry Price”) or (ii) eightyvé percent (85%) of the fair market value of a shairthe Company’s Common Stock on the
Purchase Date, provided, however, that the numigrares of the Company’s Common Stock subjechyooption granted pursuant to this
Plan shall not exceed the lesser of (a) the maximumber of shares set by the Board pursuant tad®etd(c) below with respect to all
Purchase Periods within the applicable Offeringd®eor Purchase Period, or (b) 200% of the numbshares determined by using 85% of
the fair market value of a share of the Compangm@on Stock on the Offering Date as the denomin&t@r market value of a share of the
Company’s Common Stock shall be determined as geohvin Section 8 hereof.

8. Purchase Price The purchase price per share at which a sha@@wimon Stock will be sold in any Offering Periocklbe eightyfive
percent (85%) of the lesser of:

(a) the fair market value on the Offeribate, or
(b) the fair market value on the Purchaate.

For purposes of the Plan, the term “fair mavdue” on a given date shall mean the closingflmich the previous day’s trading of a share
of the Company’s Common Stock as reported on th&DAQ National Market System.

9. Payment of Purchase Price; Changes in Payb®buctions; Issuance of Shares

(a) The purchase price of the sharesdaraulated by regular payroll deductions made dueiach Purchase Period. The deductions are
made as a percentage of the employee’s compengatiore percent (1%) increments not less than ®rognt (2%) nor greater than ten
percent (10%). Compensation shall mean base salamymissions, overtime, performance bonuses, disoay bonuses, stay bonuses,
referral bonuses, sabbatical cash outs, shiftréiffiials, and such other forms of compensatiom@a£ommittee, in the exercise of its
discretion under the Plan, may designate as sulgjgzyroll deductions for purposes of the Plantvwithstanding the foregoing,
Compensation shall not include car benefits/allaveanincome derived from stock options, equity-dasempensation, or payments made in
connection with termination (including, but not ited to, holiday accrual cash outs, severance ggparation pay, or ex gratia payments).
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Payroll deductions shall commence with the first pariod following the Offering Date and shall cionie to the end of the Offering Period
unless sooner altered or terminated as providéukifPlan.

(b) A participant may lower (but not irase) the rate of payroll deductions during a RagelPeriod by filing with the payroll
department a new authorization for payroll dedunsjan which case the new rate shall become efedtir the next payroll period
commencing more than 15 days after the payroll depnt’s receipt of the authorization and shalltoore for the remainder of the Offering
Period unless changed as described below. Suclyehathe rate of payroll deductions may be madmgttime during an Offering Period,
but not more than one change may be made effedtising any Purchase Period. A participant may iaseeor lower the rate of payroll
deductions for any subsequent Purchase Perioditgy ¥ith the payroll department a new authorizatfor payroll deductions not later than
the 15th day of the month before the beginninguchsPurchase Period.

(c) Subject to the laws of the localgdittion, all payroll deductions made for a papiit are credited to his or her account under the
Plan and are deposited with the general fundseo€bimpany; no interest accrues on the payroll dexhs: Subject to the laws of the local
jurisdiction, all payroll deductions received oldhby the Company may be used by the Company fprcarporate purpose, and the Comp
shall not be obligated to segregate such payraliidions.

(d) On each Purchase Date, as long aBlt#reremains in effect and provided that the piadint has not submitted a signed and
completed withdrawal form before that date whiclifies the Company that the participant wishes tihaéraw from that Offering Period
under the Plan and have all payroll deductions mectated in the account maintained on behalf ofptticipant as of that date returned to
participant, the Company shall apply the funds tinethe participant’'s account to the purchase obletshares of Common Stock reserved
under the option granted to such participant wéspect to the Offering Period to the extent thahsaption is exercisable on the Purchase
Date. The purchase price per share shall be affisdén Section 8 of the Plan. Any cash remainim@ participant’s account after such
purchase of shares shall be refunded to such jpanicin cash; provided, however, that any amoentaining in participant’s account on a
Purchase Date which is less than the amount negdassaurchase a full share of Common Stock ofGbhenpany shall be carried forward,
without interest, into the next Purchase Perio@ffering Period, as the case may be. In the evettthe Plan has been oversubscribed, all
funds not used to purchase shares on the PurclaeesBall be returned to the participant. No Com&tmtk shall be purchased on a
Purchase Date on behalf of any employee whosecjgation in the Plan has terminated prior to sugtcRase Date.

(e) As promptly as practicable after hechase Date, the Company shall arrange the dgliweeach participant, as appropriate, of a
certificate representing the shares purchased epertise of his option; provided that the Board meljver certificates to a broker or brokers
that hold such certificates in street name forltbeefit of each such participant.

() During a participant’s lifetime, suplarticipant’s option to purchase shares hereuisdexercisable only by him or her. The
participant will have no interest or voting rightshares covered by his or her option until sudfooghas been exercised. Shares to be
delivered to a participant under the Plan will bgistered in the name of the participant or inrthme of the participant and his or her spouse.

10. Limitations on Shares to be Purchased

(a) No employee shall be entitled to pase stock under the Plan at a rate which, whereggted with his or her rights to purchase
stock under all other employee stock purchase mlatiee Company or any Subsidiary, exceeds US$250€ir market value, determined
of the Offering Date (or such other limit as mayitnp@osed by the Code) for each calendar year ichvtiie employee participates in the P

(b) No more than 200% of the number @freb determined by using 85% of the fair markatevalf a share of the Company’s Common
Stock on the Offering Date as the denominator neagurchased by a participant on any single Purchase

(c) No employee shall be entitled to e more than the Maximum Share Amount (as defisémlv) on any single Purchase Date.
Not less than thirty days prior to the commenceno¢ainy Purchase Period, the Board may, in its digleretion, set a maximum number
shares which may be purchased by any employeeyaiagle Purchase Date (hereinafter the “Maximurar8mount”). In no event shall
the Maximum Share Amount exceed the amounts pe&nithder Section 10(b) above. If a new Maximum Skanount is set, then all
participants must be notified of such Maximum Shamsount not less than fifteen (15) days prior te tsmmencement of the next Purchase
Period. Once the Maximum Share Amount is set,atlsfontinue to apply with respect to all succegdiurchase Dates and Purchase Periods
unless revised by the Board as set forth above.
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(d) If the number of shares to be puredasn a Purchase Date by all employees particgpatithe Plan exceeds the number of shares
then available for issuance under the Plan, thegaom shall make a pro rata allocation of the remgishares in as uniform a manner as
shall be practicable and as the Board shall detertiai be equitable. In such event, the Company giva written notice of such reduction of
the number of shares to be purchased under aipartits option to each employee affected thereby.

(e) Any payroll deductions accumulated iparticipant’s account which are not used to pase stock due to the limitations in this
Section 10 shall be returned to the participargcam as practicable after the end of the Offeriegde.

11. Withdrawal.

(a) Each participant may withdraw fromQifering Period under the Plan by signing andwieing to the payroll department notice on
a form provided for such purpose. Such withdrawayine elected at any time at least fifteen (15sdajor to the end of an Offering Period.

(b) Upon withdrawal from the Plan, theamulated payroll deductions shall be returnedhéoviithdrawn employee and his or her
interest in the Plan shall terminate. In the exemémployee voluntarily elects to withdraw from &ian, he or she may not resume his or her
participation in the Plan during the same Offerfegiod, but he or she may participate in any QffgReriod under the Plan which
commences on a date subsequent to such withdrawiihig a new authorization for payroll deductioimsthe same manner as set forth above
for initial participation in the Plan. However tife participant is an “insider” for purposes of &6 (b), he or she shall not be eligible to
participate in any Offering Period under the Pldniolv commences less than six (6) months from the oflawithdrawal from the Plan.

(c) A participant may participate in tt@rent Purchase Period under an Offering Pertoa ‘{€urrent Offering Period”) and enroll in
the Offering Period commencing after such Purceséd (the “New Offering Period”) by (i) withdramg from participating in the Current
Offering Period effective as of the last day ofutmdPase Period within that Offering Period anddiyolling in the New Offering Period. Such
withdrawal and enrollment shall be effected bynfiliwith the payroll department at least fifteen)(d&ys prior to the end of a Purchase Pe
such form or forms as are provided for such purpose

12. Termination of EmploymenfTermination of a participarg’employment for any reason, including retiremerdeath or the failure of
participant to remain an eligible employee, terrtésahis or her participation in the Plan immediatii such event, the payroll deductions
credited to the participant’s account will be retd to him or her or, in the case of his or hetlida his or her legal representative. For this
purpose, an employee will not be deemed to hawveitated employment or failed to remain in the amntius employ of the Company in the
case of sick leave, military leave, or any othevkeof absence approved by the Board of DirectbtissoCompany; provided that such leav
for a period of not more than ninety (90) dayseoemployment upon the expiration of such leaveiaanteed by contract or statute.

13. Return of Payroll Deductionsin the event an employee’s interest in the Pdaieiiminated by withdrawal, termination of employrine
or otherwise, or in the event the Plan is termiddig the Board, the Company shall promptly delteethe employee all payroll deductions
credited to his account. No interest shall accru¢he payroll deductions of a participant in tharRlunless otherwise required by the laws
local jurisdiction.

14. Capital Changes Subject to any required action by the stockhalddéthe Company, the number of shares of CommockStovered
by each option under the Plan which has not yet lezercised and the number of shares of Commork 3tbich have been authorized for
issuance under the Plan but have not yet beendlawder option (collectively, the “Reserves”), aslvas the price per share of Common
Stock covered by each option under the Plan whichriot yet been exercised, shall be proportionaigdjlysted for any increase or decrease in
the number of issued shares of Common Stock raguttbm a stock split or the payment of a stockd#imd (but only on the Common Stock)
or any other increase or decrease in the numbgrares of Common Stock effected without receiftooisideration by the Company;
provided, however, that conversion of any convéatgecurities of the Company shall not be deemddte been “effected without receipt of
consideration”. Such adjustment shall be made b\Bitard, whose determination in that respect $fgafinal, binding and conclusive. Except
as expressly provided herein, no issue by the Cagnphshares of stock of any class, or securittgs/ertible into shares of stock of any
class, shall affect, and no adjustment by reasereti shall be made with respect to, the numberioe of shares of Common Stock subject
to an option.

In the event of the proposed dissolution gquitiation of the Company, the Offering Period weliminate immediately prior to the
consummation of such proposed action, unless otbemvovided by the Board. The Board may, in thereise of its sole discretion in such
instances, declare that the options under the $halh terminate as of a date fixed by the Boardgind each participant the right to exercise
his or her option as to all of the optioned staokluding shares
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which would not otherwise be exercisable. In therd\of a proposed sale of all or substantiallyfthe assets of the Company, or the merger
of the Company with or into another corporatiorgteaption under the Plan shall be assumed or aiwagnot option shall be substituted by
such successor corporation or a parent or subgidfasuch successor corporation, unless the Boatetmhines, in the exercise of its sole
discretion and in lieu of such assumption or stiltébin, that the participant shall have the righékercise the option as to all of the optioned
stock. If the Board makes an option exercisableeinof assumption or substitution in the evenaaherger or sale of assets, the Board shall
notify the participant that the option shall beydxercisable for a period of twenty (20) daysiirthe date of such notice, and the option will
terminate upon the expiration of such period.

The Board may, if it so determines in the ebser of its sole discretion, also make provisionddjusting the Reserves, as well as the price
per share of Common Stock covered by each outstgmagition, in the event that the Company effects anmore reorganizations,
recapitalizations, rights offerings or other in@es.or reductions of shares of its outstanding Com8tock, and in the event of the Company
being consolidated with or merged into any otheporation.

15. Nonassignability. Neither payroll deductions credited to a partcips account nor any rights with regard to thereise of an option
or to receive shares under the Plan may be assigyaedferred, pledged or otherwise disposed ahinway (other than by will, the laws of
descent and distribution or as provided in SecZidiereof) by the participant. Any such attemm@ssignment, transfer, pledge or other
disposition shall be without effect.

16. Reports. Individual accounts will be maintained for eaehtipant in the Plan. Each participant shall riee@romptly after the end
each Purchase Period a report of his account gétiith the total payroll deductions accumulatée, tumber of shares purchased, the per
share price thereof and the remaining cash baldraey, carried forward to the next Purchase ReaoOffering Period, as the case may be.

17. Notice of Disposition Each participant shall notify the Company if greeticipant disposes of any of the shares purchizsaady
Offering Period pursuant to this Plan if such d&pon occurs within two (2) years from the OffegiDate or within twelve (12) months from
the Purchase Date on which such shares were pextifhie “Notice Period”). Unless such participandisposing of any of such shares
during the Notice Period, such participant shalifkéhe certificates representing such shares iartier name (and not in the name of a
nominee) during the Notice Period. The Company raagny time during the Notice Period, place amheger legends on any certificate
representing shares acquired pursuant to the Btaresting the Company'’s transfer agent to notiéyGbmpany of any transfer of the shares.
The obligation of the participant to provide sudhtice shall continue notwithstanding the placentérany such legend on certificates.

18. No Rights to Continued Employmemeither this Plan nor the grant of any optiongleder shall confer any right on any employee to
remain in the employ of the Company or any Subsjdia restrict the right of the Company or any Sdiasy to terminate such employee’s
employment.

19. Equal Rights and PrivilegesAll eligible employees shall have equal rightsl amivileges with respect to the Plan. The Sectip8
component of the Plan is intended to qualify asemmployee stock purchase plan” within the meanih§exction 423 or any successor
provision of the Code and the related regulatiémg. provision of the Section 423 component of tfenRvhich is inconsistent with
Section 423 or any successor provision of the Gbadl without further act or amendment by the Conypar the Board be reformed to
comply with the requirements of Section 423. Thestdn 19 shall take precedence over all otheripians in the Plan.

20. Notices. All notices or other communications by a partipto the Company under or in connection withRlen shall be deemed to
have been duly given when received in the form i§pedy the Company at the location, or by thesper designated by the Company for
receipt thereof.

21. Stockholder Approval of Amendmenfmny required approval of the stockholders of @@mpany for an amendment shall be solicited
at or prior to the first annual meeting of stocktesk held subsequent to the grant of an optionruhdePlan as then amended to an officer or
director of the Company. If such stockholder apptas obtained at a duly held stockholders’ meetinmust be obtained by the affirmative
vote of the holders of a majority of the outstaigdéhares of the company represented and votifgeaneeting, or if such stockholder
approval is obtained by written consent, it musbb&ined by the majority of the outstanding shafabe Company; provided, however, that
approval at a meeting or by written consent maylitained by a lesser degree of stockholder appibtred Board determines, in its
discretion after consultation with the Companyigadecounsel, that such lesser degree of stockhalgj@moval will comply with all applicable
laws and will not adversely affect the qualificatiof the Section 423 component of the Plan undeti®e423 of the Code or Rule 16b-3
promulgated under the Exchange Act (“Rule 16b-3").
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22.Designation of Beneficiary

(a) A participant may file a written dgsation of a beneficiary who is to receive any shand cash, if any, from the participant’s
account under the Plan in the event of such ppatitis death subsequent to the end of a Purchasel Peit prior to delivery to him of such
shares and cash. In addition, a participant mayefiritten designation of a beneficiary who isdoeive any cash from the participant’s
account under the Plan in the event of such ppditis death prior to a Purchase Date.

(b) Such designation of beneficiary maychanged by the participant at any time by writietice. In the event of the death of a
participant and in the absence of a beneficiaridiyatlesignated under the Plan who is living attihee of such participant’s death, the
Company shall deliver such shares or cash to theutar or administrator of the estate of the pigudict, or if no such executor or
administrator has been appointed (to the knowledglee Company), the Company, in its discretionymeliver such shares or cash to the
spouse or to any one or more dependents or redativine participant, or if no spouse, dependemnglative is known to the Company, then to
such other person as the Company may designate.

23. Conditions Upon Issuance of Sharddmitation on Sale of SharesShares shall not be issued with respect to d@nrophless the
exercise of such option and the issuance and dglofesuch shares pursuant thereto shall complly alitapplicable provisions of law,
domestic or foreign, including, without limitatiothe Securities Act of 1933, as amended, the Exghéwt, the rules and regulations
promulgated thereunder, and the requirements otk exchange upon which the shares may theisted,|land shall be further subject to
the approval of counsel for the Company with respesuch compliance.

24. Applicable Law. Except as otherwise expressly required undelatlie of a country, the Plan and all rights thereurshall be
governed by and construed in accordance with the &f the state of California, United States of Aitee Should any provision of this Plan
be determined by a court of competent jurisdictmbe unlawful or unenforceable for a country, sdetermination shall in no way affect the
application of that provision in any other counioy,any of the remaining provisions of the Plan.

25. Amendment or Termination of the Planhis Plan shall be effective on the day afterdfiective date of the Company’s Registration
Statement filed with the Securities Exchange Comimisunder the Securities Act of 1933, as amendih,respect to the shares issuable
under the Plan (the “Effective Date8ybject to approval by the stockholders of the Camypwithin twelve (12) months after the date than
is adopted by the Board of Directors of the compamy the Plan shall continue until the earlier¢our of termination by the Board, issuance
of all of the shares of Common Stock reserveddsuance under the Plan, or ten (10) years froradbgtion of the Plan by the Board. The
Board of Directors of the Company may at any timeead or terminate the Plan, except that any suahirtation cannot affect options
previously granted under the Plan, nor may any aimemt make any change in an option previously gthnthich would adversely affect t
right of any participant, nor may any amendmentriaele without approval of the stockholders of thenfany obtained in accordance with
Section 21 hereof within 12 months of the adoptibauch amendment (or earlier if required by Secfid) if such amendment would:

(a) Increase the number of shares thgthmeassued under the Plan;
(b) Change the designation of the empeyer class of employees) eligible for participatin the Plan; or

(c) Constitute an amendment for whicttkbmlder approval is required in order to complyhaRule 16b-3 (or any successor rule) of
the Exchange Act.

26. Rules for Foreign Jurisdictions

(a) The Board or Committee may adoptsaleprocedures relating to the operation and adirétion of the Plan to accommodate the
specific requirements of the law and procedurdsmdign jurisdictions. Without limiting the geneitstof the foregoing, the Board or
Committee is specifically authorized to adopt rides procedures regarding handling of payroll dédos, payment of interest, conversior
local currency, payroll tax, withholding procedusesl handling of stock certificates that vary witbal requirements.

(b) The Board or Committee may also adofets, procedures or sub-plans applicable toqdati subsidiaries or locations, which —
sub-plans may be designed to be outside the sddpede Section 423. The rules of such gldms may take precedence over other provit
of this Plan, with the exception of Section 3, bnless otherwise superceded by the terms of suziplsm, the provisions of the Plan shall
govern the operation of such sub-plan. To extertnsistent with the requirements of Code Sectid@) 4ach sub-plan shall be considered
part of the Non-423 Plan, and options granted theder shall not be considered to comply with CoéetiSn 423.
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27. Designation of SubsidiariesThe Board or Committee shall designate from ambedSubsidiaries, as determined from time to time,
the Subsidiary or Subsidiaries whose Employeed bhadligible to participate in the Plan. The BoardCommittee may designate a
Subsidiary, or terminate the designation of a Siiasy, without the approval of the shareownershefCorporation.
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ELECTRONIC ARTS INC. DEFERRED COMPENSATION PLAN
Amended and Restated as of January 1, 2005

Purpose

The purpose of this Plan is to provide spedifienefits to a select group of management ohh@gmpensated Employees and Directors
who contribute materially to the continued growdbyelopment and future business success of Eléctfats Inc., a Delaware corporation,
and its subsidiaries that sponsor this Plan. Tkis Bhall be unfunded for tax purposes and for @sep of Title | of ERISA. This Plan shall
amend and supersede in its entirety the Predechssmualified Deferred Compensation Plan. Any alhalances accrued by a Participant
under such predecessor plan shall be subject tietives and conditions of this Plan and shall berreti to as the “Rollover Account.”

This Plan as amended and restated is intetodeaimply with section 409A of the Code in ordeatwmid compensation deferred under the
Plan which is subject to section 409A of the Cadenfbeing included in the gross income of partistpainder such section and the Plan ¢
be interpreted consistent with such intent.

ARTICLE 1
Definitions

For purposes of this Plan, unless otherwisart} apparent from the context, the following [g@sor terms shall have the following
indicated meanings:

1.1 *“401(k) Plar" shall be that Electronic Arts Inc. 401(k) Pl

1.2 “Account Balance” shall mean, with respeca t®articipant, a credit on the records of the Bxygrl equal to the sum of (i) the Rollover
Account balance, (ii) the Deferral Account balan@@,the vested Company Restoration Matching Aaaobalance, and (iv) the vested
Company Contribution Account balance. The AccoualaBce, and each other specified account balaha# e a bookkeeping entry
only and shall be utilized solely as a device far measurement and determination of the amouris paid to a Participant, or his or
her designated Beneficiary, pursuant to this F

1.3 “Accounting Firn” shall have the same meaning as set forth in Se8tid(e).
1.4 “Administrato” shall have the same meaning as set forth in Setfich

1.5 “Annual Base Salary” shall mean the annush@mpensation relating to services performechdttie period beginning on January 1
of a calendar year and ending on December 31 ofahee calendar year (while the Employee is a Raatit in the Plan), whether or r
paid in such year or included on the Federal IncdareForm W-2 for such year, excluding bonuses,ro@sions, overtime, fringe
benefits, stock options, restricted stock, relaratxpenses, unused and unpaid excess vacationinizsistive
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1.6

1.7
1.8

1.9

1.1C

payments, non-monetary awards, directors fedother fees, automobile and other allowances fpaddParticipant for employment
services rendered (whether or not such allowaneemaluded in the Employee’s gross income). AnBade Salary shall be calculated
before reduction for compensation voluntarily defdror contributed by the Participant pursuantltqualified or nongualified plans o
any Employer and shall be calculated to include am®not otherwise included in the Participant@sgrincome under sections 125, 402
(e)(3), 402(h), or 403(b) of the Code pursuantlamp established by any Employer; provided, howebat all such amounts will be
included in compensation only to the extent thatl there been no such plan, the amount would hese payable in cash to the
Employee

“Annual Bonus” shall mean any compensatioraddition to Annual Base Salary, relating to ssgsiperformed during any Fiscal Year,
and paid during the Plan Year, under any Employamisual or quarterly bonus and/or cash incentisaglnotwithstanding the
foregoing, “Annual Bonus” shall exclude compensatierived from awards made under any equity ineenthange in control, or
severance plans or arrangements that the Compapysadvhich includes compensation that an emplayags from the exercise of a
stock option or lapse of restrictions on an awdrstack.

“Annual Company Contribution Amol” shall mean, for any one Plan Year, the amount chétexd in accordance with Section &

“Annual Company Restoration Matching Amousttall mean, for any one Plan Year, the amount ohittexd in accordance with
Section 3.8

“Annual Deferral Amount” shall mean that pontof a Participant’s Annual Base Salary, AnnuahBs and Directors Fees that a
Participant elects to have, and is deferred, im@ance with Article 3, for any one Plan Year. i event of a Participant’s suspension
of deferrals due to Disability (if deferrals ce@s@accordance with Section 7.1(b)), in connectigtha 401(k) Plan hardship withdrawal
or death prior to the end of a Plan Year, such’s Annual Deferral Amount shall be the actual amauitttheld prior to such ever

“Annual Installment Method” shall be an annuatallment payment over the number of years (nekteed 10) selected by the
Participant in accordance with this Plan, calculats follows: The Account Balance of the Partictpsivall be calculated as of the most
recent Valuation Date. The annual installment shaltalculated by multiplying this balance by afi@n, the numerator of which is ol
and the denominator of which is the remaining nunab@nnual payments due the Participant. By wagn@aimple, if the Participant
elects a 10-year Annual Installment Method, th&t filmyment shall be 1/10 of the Account Balancef éise most recent Valuation Date.
The following year, the payment shall be 1/9 of Aweount Balance as of the most recent ValuatioteDaach annual installment shall
be paid as soon as practicable after the amowaidslated, but not later than 90 days after thieateon Date

2




1.11

1.1Z

1.1¢

1.14

1.15
1.1¢
1.17
1.1¢

1.1¢

1.2C

1.21

“Beneficiary” shall mean one or more personsstguestates or other entities, designated in daoce with Article 8, that are entitled to
receive benefits under this Plan upon the deathRdrticipant

“Beneficiary Designation Form” shall mean thenfoestablished from time to time by the Committest thParticipant completes, signs
and returns to the Committee to designate one oe eneficiaries

“Board” shall mean the board of directors of @@mpany, or a committee or individual(s) actinggmamt to a valid delegation of
authority from such board of directo

“Change in Control” shall mean a change in th@enship of the Company, or a change in the ownemsha substantial portion of the
assets of the Company as defined in the regulapormsulgated under section 409A of the Cc

“Claiman” shall have the meaning set forth in Section 1
“Code” shall mean the Internal Revenue Code of 1986, rmaytbe amended from time to tin
“Committe¢’ shall mean the committee described in Article

“Company” shall mean Electronic Arts Inc., a Dredaie corporation, and any successor to all or ankistly all of the Company’s assets
or business

“Company Contribution Account” shall mean (i) them of all of a Participant’s Annual Company Cimition Amounts, plus

(i) amounts credited (net of amounts debited)docadance with all the applicable crediting prowis of this Plan that relate to the
Participant’s Company Contribution Account, le$$ &ll distributions made to the Participant os lor her Beneficiary pursuant to this
Plan that relate to the Particip’s Company Contribution Accour

“Company Restoration Matching Account” shall méarthe sum of all of a Participant’s Annual ComgaRestoration Matching
Amounts, plus (ii) amounts credited (net of amouwhbited) in accordance with all the applicablevgions of this Plan that relate to
the Participant’s Company Restoration Matching Artpless (iii) all distributions made to the Peigant or his or her Beneficiary
pursuant to this Plan that relate to the Partidc’s Company Restoration Matching Accot

“Deduction Limitation” shall mean the followingethyed payment on a benefit that may otherwiseidiglzlitable pursuant to the
provisions of this Plan. A distribution to a PagiEnt may be delayed if an Employer determinesomdgfaith that there is a reasonable
likelihood that any compensation paid to a Paréinifor a taxable year of the Employer would notlbductible by the Employer solely
by reason of the limitation under section 162(mjhaf Code; provided, however, that such delay $leih compliance with Treasury
Regulation § 1.40944b)(7) and the amounts so deferred and amounditedethereon shall be distributed to the Participa his or he
Beneficiary




1.22

1.2¢
1.24

1.2t
1.2¢
1.27

1.2¢
1.2¢

1.3C
1.31
1.3Z
1.3¢

during such year such payment will not fail to leeldctible because of section 162(m) of the C

“Deferral Account” shall mean (i) the sum of afla Participant’'s Annual Deferral Amounts, plu$ émounts credited in accordance
with all the applicable crediting provisions ofgtilan that relate to the Participant’s Deferrat@umnt, less (iii) all distributions made to
the Participant or his or her Beneficiary pursuarthis Plan that relate to his or her Deferral dwtt.

“Directol” shall mean any member of the Boe

“Director Fees” shall mean the annual fees pgidryy Employer, including retainer fees and meefa®sg, as compensation for serving
on the Board

“Disability” shall mean the Participant is determined to bdlyodégsabled by the Social Security Administratic
“Disability Benefi” shall mean the benefit set forth in Article

“Election Form” shall mean the form establishezhf time to time by the Committee that a Partictpaompletes, signs and returns to
the Committee to make an election under the |

“Employe(” shall mean a person who is an employee of any Brapl

“Employer(s)” shall mean the Company and/or ahigsosubsidiaries (now in existence or hereaftemfed or acquired) that have been
selected by the Board to participate in the Plahlzave adopted the Plan as a spor

“ERISA” shall mean the Employee Retirement Income SecAntyf 1974, as it may be amended from time to ti
“Fiscal Yea” shall mean the fiscal year of the Company as redash its Form 1-K for the applicable yea
“Identification Dat” shall mean each December

“Key Employe” shall mean a Participant who, on an Identificadate, is:

(a) An officer of the Company having annuainp@nsation greater than the compensation limieatien 416(i)(1)(A)(i) of the Code,
provided that no more than fifty officers of ther@gany shall be determined to be Key Employees asyldentification Date;

(b) A five percent owner of the Company; or

(c) A one percent owner of the Company hadngual Compensation from the Company of more tHi&0 $00.
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If a Participant is identified as a Key Employeeammidentification Date, then such Participantishalconsidered a Key Employee for
purposes of the Plan during the period beginnintherfirst April 1 following the Identification Datand ending on the next March 31.

1.34 “Measurement Fur’ shall have the same meaning as set forth in Se8tii(c).

1.3t “Participant” shall mean any Employee or Diredipmho is selected to participate in the Plai)wiho elects to participate in the Plan,
(iii) who completes and signs a Plan Agreementamélection Form, (iv) whose completed and signed Rgreement and Election
Form are accepted by the Committee, (v) who comeeparticipation in the Plan, and (vi) whose Plgme&ment has not terminatec
spouse or former spouse of a Participant shalbadteated as a Participant in the Plan or havecaount balance under the Plan, e
he or she has an interest in the Participant’'sfitensder the Plan as a result of applicable lawroperty settlements resulting from
legal separation or divorc

1.3¢ “Plan” shall mean the Electronic Arts Inc. DetsfrCompensation Plan, as amended from time to tithieh shall be evidenced by this
instrument and by each Plan Agreement, as theybmamended from time to tim

1.37 “Plan Agreement” shall mean a written agreemasinay be amended from time to time, which is edtérto by and between an
Employer and a Participant. Each Plan Agreementwgrd by a Participant and the Participant's Em@iahall provide for the entire
benefit to which such Participant is entitled untter Plan; should there be more than one Plan Awgat the Plan Agreement bearing
the latest date of acceptance by the Employer sbpktrsede all previous Plan Agreements in theiregyand shall govern such
entitlement. The terms of any Plan Agreement magifierent for any Participant, and any Plan Agreatrmay provide additional
benefits not set forth in the Plan or limit the &fits otherwise provided under the Plan; providexlyever, that any such additional
benefits or benefit limitations must be agreedytdobth the Employer and the Participe

1.3¢ “Plan Year” shall mean a period beginning on daynd of each calendar year and continuing thrddgbember 31 of the same calendar
year.

1.3¢ “Predecessor Nonqualified Deferred Compensatlan”®hall mean the Electronic Arts Deferred Congation Plan, adopted
January 21, 1994, as amended on June 1, 199523ua896 and April 1, 200:

1.4C “Rollover Amoun” shall mean the amount determined in accordanceSwttion 3.6

1.41 “Rollover Account” shall mean (i) the sum of tRarticipants Rollover Amount, plus (ii) amounts credited obided in accordance wi
all the applicable crediting and debiting provisaf this Plan that relate to the Participants ®al Account, less (iii) all distributions
made to the Participant or his or her Beneficiamgspant to this Plan that relate to the Partici's Rollover Account
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1.4Z

1.4
1.44
1.4t
1.4¢

1.47
1.4¢

1.4¢

2.1

“Separation from Service” shall mean terminatid@employment with the Employer, other than by oeasf Disability or death. A
Participant shall not be deemed to have Separeded $ervice if the Participant continues to provédevices to an Employer in a
capacity other than as an employee and if the foemloyee is providing services at an annualtfeeis twenty percent or more of
the services rendered, on average, during the inatedy preceding three full years of employmentwvah Employer (or if employed by
an Employer less than three years, such lessexd)egrovided, however, that a Separation from 8erwill be deemed to have
occurred if a Participant’s service with an Emploigereduced to an annual rate that is less thantiwpercent of the services rendered,
on average, during the immediately preceding thesgs of employment with an Employer (or if empldys an Employer less than
three years, such lesser peric

“Shor-Term Payol” shall mean the payout set forth in Section
“Survivor Benefi” shall mean the benefit set forth in Article
“Termination Benef” shall mean the benefit set forth in Section 3.4

“Trust” shall mean one or more trusts establigh@duant to that certain Trust Agreement, dateaf &ptember 1, 2003 between the
Company and the trustee named therein, as ameraadime to time

“Unforeseeable Emerger” shall have the same meaning as defined in sectiBA@)(2)(B)(ii) of the Code

“Valuation Date"shall mean the last day of the Plan Year or angradlate as of which the Committee, in its sole @pgblute discretiol
designates as a Valuation Date. Notwithstandinddtegoing or anything in this Plan to the contrahe Valuation Date may be
different for different Participant

“Years of Service” shall mean the total numbeyedirs in which a Participant has been employedngyor more Employers. For
purposes of this definition, a year of employméaisbe a 365 day period (or 366 day period in acdseleap year) that, for the first
year of employment, commences on the Empl’s date of hiring and that, for any subsequent ye@ammences on an anniversary of
that hiring date. The Committee shall make a detation as to the number of Years of Service aiépant shall be deemed to have
completed, including whether any partial year opayment shall be counted, and any such deternoimatiay, in the sole and absolute
discretion of the Committee, take into account sinyilar definitions or provisions contained in #@1(k) Plan

ARTICLE 2
Selection/Enrollment/Eligibility

Selection by CommitteeEligibility for the Plan shall be limited to a setegroup of management or highly compensated Enggl®and
Directors of the Employers,




2.2

2.3

2.4

3.1

determined by the Committee in its sole and absdligcretion. From that group, the Committee sbelbct, in its sole and absolute
discretion, Employees and Directors to participathe Plan.

Enrollment Requirements.As a condition to participation, each newly seldd&nployee or Director shall complete, execute raaln
to the Committee a Plan Agreement and an Electismfand a Beneficiary Designation Form, all witBihdays after he or she is first
selected to participate in the Plan. An ElectiomFgubmitted under this Section 2.2 shall be iroaixbe on the day after the 30-day
period ends. In addition, the Committee shall disthlfrom time to time such other enroliment reguients (including additional forms)
as it determines are necessary in its sole andwbgtiscretion

Eligibility; Commencement of Participation. Provided an Employee or Director selected to ppste in the Plan has met all
enrollment requirements set forth in this Plan esgliired by the Committee, including returningratjuired forms and documents to
Committee within the specified time period, thatfifoyee or Director shall commence participatiothi@ Plan on the first day of the
month following the month in which the Employeelirector completes all enrollment requirementarfEmployee or a Director fails
to meet all such requirements within the requiredaal, in accordance with Section 2.2, that EmpéogeDirector shall not be eligible
to participate in the Plan until the first day bétPlan Year following the delivery to and accepgahby the Committee of the required
documents

Termination of Participation and/or Deferrals. If the Committee determines in good faith that iBi@ant no longer qualifies as a
member of a select group of management or hightypemsated employees, as membership in such graigbeiemined in accordance
with sections 201(2), 301(a)(3) and 401(a)(1) of&R the Committee shall have the right, in itsesahd absolute discretion, to prevent
the Participant from making future deferral eleatiolf a Participant receives a distribution oncact of an hardship withdrawal from
the 401(k) Plan, such Participamtieferral election shall be cancelled and theiddaaint may not defer any amounts under this Riaa
period of at least six months, as the Company ohétes in its discretior

ARTICLE 3
Deferral Commitments/Rollover Amounts/Company Restmation Matching
Amounts/Company Contribution Amounts/Vesting/Crediting/Taxes

Minimum Deferrals.

(8) Annual Base Salary, Annual Bonus and Director Fees:or each Plan Year, a Participant may elect tordefehis or her Annual
Deferral Amount, Annual Base Salary, Annual Bonnd/ar Director Fees in the following minimum amat
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Deferral Minimum Amount

(b)

Annual Base Salary and/or Annual Bot $5,000 in aggregat
Director Fee: $5,00C

If an election is made for less than such minimami§ no election is made, the amount deferredldf@kero.

Short Plan Year. Notwithstanding the foregoing, if a Participansfibecomes a Participant after the first day ofaa Fear, or in

the case of the First Plan Year of this Plan, ti@mum Annual Deferral Amount shall be an amountado the minimum set
forth above, multiplied by a fraction, the numeraibwhich is the number of complete months renragrin the Plan Year and the
denominator of which is 1:

3.2Maximum Deferral.

(@)

Annual Base Salary, Annual Bonus and DineEees. For each Plan Year, a Participant may &letefer, as his or her Annual
Deferral Amount, Annual Base Salary, Annual Bonund/ar Director Fees up to the following maximumageertages for each
deferral electec

(b)

Deferral Maximum Amount
Annual Base Salar 75%
Annual Bonus 10C%
Director Fee: 10C%

Short Plan Year. Notwithstanding the foregoing, if a Participansfibecomes a Participant after the first day ofaa Fear, or in
the case of the first Plan Year of the Plan itgaE, maximum Annual Deferral Amount with respecAtmual Base Salary, Annu
Bonus and/or Director Fees shall be limited toahmunt of compensation not yet earned by the Rzatit as of the first day of
the month following the month in which the Employ@eDirecto’s Election Form becomes irrevocat

3.3Election to Defer; Effect of Election Form.

(@)

(b)

First Plan Year. In connection with a Participant's commencememadticipation in the Plan, the Participant shalkeman
irrevocable deferral election for the Plan Yeawinich the Participant commences participation emBtan, along with such other
elections as the Committee deems necessary oalksinder the Plan. For these elections to bd vk Election Form must be
completed and signed by the Participant, timelyvdet¢d to the Committee (in accordance with Sec®dabove) and accepted
the Committee

Subsequent Plan Yearskor each Plan Year subsequent to the first Plam &®described in subsection (a) above, a deferral
election for that Plan Year, and such other elestims the Committee deems necessary or desiratiée the Plan
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(d)

shall be made by timely delivering to the Commitieeaccordance with the Committee’s rules and @doces, a new Election
Form but, subject to paragraph (c) below, no Idtan the last day of the calendar year precediegar in which the Annual
Deferral Amounts are earned by the ParticipantEkattion Form delivered under this subsection fi@lide irrevocable at such
time the Committee determines, which date will bevigled in the Election Form, but not later thae tast day of the calendar
year preceding the Plan Year. If no such Electiomtis timely delivered for a Plan Year, the AnnDaferral Amount shall be
zero for that Plan Year.

Elections to Defer PerformanceBased Compensation The Company, in its discretion, may permit a sejgagéection to defer
performance-based compensation as defined in easgulation section 1.409A(e) of the Code, and such election may be r
no later than six months prior to the end of theliapble performance period; provided, howevert theh election shall be made
prior to the date that such performa-based compensation is readily ascertain:

Special Distribution Election on or before DecembeB1, 2007. Participants who are identified by the Committeeits sole
discretion, may make a special distribution electmreceive a distribution of their Account Balarno calendar year 2008 or lat
provided that the distribution election is madéeast twelve months in advance of the newly eledisttibution date (and the
previously scheduled distribution date, if any) &éimel election is made no later than December 307 2@n election made pursui
to this Section 3.3(d) shall be subject to any specministrative rules imposed by the Committeguding rules intended to
comply with section 409A of the Code. No electiomer this Section 3.3(d) shall (i) change the payrdate of any distribution
otherwise scheduled to be paid in 2007 or causgyment to be paid in 2007, or (ii) be permittegafbecember 31, 200

3.4 Form of Distributions. For each Plan Year a Participant shall elect whiethterrals, and associated earnings or losséshavil

distributed as a Sh-Term Payout or Termination Bene!

(@)

(b)

Short-Term Payout. In connection with each election to defer an Anridederral Amount, a Participant may irrevocablycel®
receive a future “Short-Term Payout” from the Pgth respect to a portion or all of such Annual &e#l Amount. Subject to the
Deduction Limitation, the Short-Term Payout shaleblump sum payment in an amount equal to théopoof the Annual
Deferral Amount elected for such Short-Term Paymyuthe Participant and credited earnings or loasedetermined under
Section 3.11, determined at the time that the Shentn Payout becomes payable (rather than thead@&eparation from
Service).

Termination Benefit. In connection with each election to defer an Anridederral Amount, a Participant may elect to reediis
or her Terminatiol




Benefit in a lump sum or pursuant to the Aadrinstaliment Method. A “Termination Benefit” inaes the Annual Deferral
Amount that the Participant designates as a Tetiom&enefit on his or her Election Form, the Rap@ant’s Annual Company
Restoration Matching Amount, the vested portiothef Participant’'s Annual Company Contribution Amgland credited
earnings or losses as determined under Secticioi3tBe aggregate amounts in the same Plan®

The Participant may change his or her eladtioan allowable alternative payout period by sitfimy new Election Form to the
Committee; provided that any such Election Formaseffective for 12 months, submitted at leastit@enonths prior to the date
the Participant Separates from Service or otherisiseheduled to receive a payment, the schedaiedad payment is at least five
years subsequent to the originally scheduled dgteyiment, and is accepted by the Committee, isdls and absolute discretic

A change to the form of distribution of a TermimatiBenefit may be modified or revoked until twelwenths prior to the time a
Participant Separates from Service, at which tiomeh change shall become irrevocable. The last #édtion Form accepted by
the Committee shall govern the payout of the Teatiim Benefit.

If a Participant does not make any electidgth vespect to the form of distribution, then sypalyment shall be deemed to be a
Termination Benefit. If a Participant does not makg election with respect to the payment of theniieation Benefit, then such
benefit shall be payable in a lump sum. The Compaay determine the form of payment of a ParticifsaAtinual Company
Contribution Amount if the Participant has not madbeelection with respect to such amount; provitiedvever, if the Company
does not determine the form of payment at the tiroeedits a Participant’'s Annual Company ContribntAmount, then such
amount shall be payable in a lump st

3.5 Withholding of Annual Deferral Amounts. For each Plan Year, the Annual Base Salary podfdhe Annual Deferral Amount shall

3.6

3.7

be withheld from each regularly scheduled Annuadé8alary payroll in equal amounts over each papgeas adjusted from time to
time for increases and decreases in Annual BaseySdlhe Annual Bonus and/or Director Fees portibthe Annual Deferral Amount
shall be withheld at the time the Annual Bonus aettor Fees are or otherwise would be paid tdPtsicipant, whether or not this
occurs during the Plan Year itse

Rollover Amount. If an Employee has an account balance in the Pesdec Nonqualified Deferred Compensation Plan naoust

equal to his/her account balance valued as of Mai¢l2003 shall be credited to the Participant'#d®er Account under this Plan on
April 1, 2003. The Rollover Amount shall be subjexthe terms and conditions of this Plan and aayiétpant with a Rollover Amount
shall have no right to demand distribution of saafounts other than as provided for her

Annual Company Restoration Matching Amount.A Participant’s Annual Company Restoration Matchikrgount for any Plan Year

shall be equal to an amount tha
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3.8

3.9

determined pursuant to the following three st€p calculate the Company matching contributioat would have been made to the
Participant’s account in the Company’s 401(k) Flad the Participant's Annual Deferral Amount irstRilan been zero; (i) calculate
the Company matching contribution that was actualade to the Participant’'s account in the Compa#§Hk) Plan; (iii) subtract item
(i) from item (i). The amount so credited to atRa@pant under this Plan shall be for that Participthe Annual Company Restoration
Matching Amount for that Plan Year and shall baliteasl to the Participant's Company Restoration Mg Account on a date or dates
to be determined by the Committee, in its sole @gblute discretior

Annual Company Contribution Amount. For each Plan Year, an Employer, in its sole amlalte discretion, may, but is not required
to, credit any amount it desires to any Particifa@bmpany Contribution Account under this Planjeklamount shall be for that
Participant the Annual Company Contribution Amofantthat Plan Year. The amount so credited to éid@ant may be greater or less
than the amount credited to any other Participamd, the amount credited to any Participant foram Mear may be zero, even though
one or more other Participants receive an Annuah@my Contribution Amount for that Plan Year. Thenial Company Contribution
Amount, if any, shall be credited on a date or siadede be determined by the Committee in its antbabsolute discretion, and the
crediting date or dates may be different for défarParticipants. Notwithstanding anything in tBection or the Plan to the contrary,
Participant is not employed by an Employer as efl#tst day of a Plan Year other than by reasonsofthher death while employed, the
Annual Company Contribution Amount for that Plamay ehall be zerc

Investment of Trust AssetsThe trustee of the Trust shall be authorized, upotten instructions received from the Committee or
investment manager appointed by the Committeeyvesit and reinvest the assets of the Trust in daooe with the applicable Trust
Agreement

3.10Vesting.

(&) A Participant shall at all times be 100% vestetigor her Rollover Account and Deferral Accot

(b) A Participant shall be vested in his or @empany Contribution Account in accordance with ¥iesting schedules established by
the Committee, in its sole and absolute discrefimneach Annual Company Contribution Amount (antbants credited or
debited thereon) at the time such Annual Compamti@wition Amount is first credited to the Partiaig’s Account Balance unc
the Plan. The Committee, in its sole and absolisteretion, will determine over what period of tiraed in what percentage
increments a Participant shall vest in his or h@m@any Contribution Account. The Committee may td&th different vesting
schedules for different Participants, in its sald absolute discretiol
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(c) A Participant shall at all times be 100% vestetigor her Annual Company Restoration Matching Aodc

(d) Notwithstanding anything in this Section to the ttary, except as provided in subsection (e) belowhe event of a Change
Control, a Participant's Company Contribution Acabshall immediately become 100% vested (withogard to whether it is
already vested in accordance with the above vestihgdules)

(e) Notwithstanding subsection (d) above, the vestaigedule for a Participg's Company Contribution Account shall not be
accelerated to the extent that the Committee détesrihat such acceleration would cause the demtubithitations of section
280G of the Code to become effective. In the eteattall of a Participant’s Company ContributioncAant is not vested pursuant
to such a determination, the Participant may reijndependent verification of the Committee’s cédtions with respect to the
application of section 280G of the Code. In suctecthe Committee must provide to the Participatitim30 business days of
such a request an opinion from a regionally-recogphiaccounting firm selected by the Committeesrsdle and absolute
discretion (the “Accounting Firm”). The opinion s$hstate the Accounting Firm’s opinion that any iiation in the vested
percentage hereunder is necessary to avoid this lahsection 280G of the Code and contain supppralculations. The cost of
such opinion shall be paid for by the Compe

3.11 Crediting/Debiting of Account Balances.In accordance with, and subject to, the rules andgulures that are established from time to
time by the Committee, in its sole and absoluterditon, amounts shall be credited or debited Radicipant’s Account Balance in
accordance with the following rule

(a) Election of Measurement FundsA Participant, in connection with his or her initikeferral election in accordance with
Section 3.3(a) above, shall elect, on the Elediorm, one or more Measurement Fund(s) to be usddtesmine the additional
amounts to be credited to his or her Account Badnc the first business day in which the Partinipgpommences participation in
the Plan and continuing thereafter for each sulesolay in which the Participant participates ia Bian, unless changed in
accordance with the next sentence. Commencingthethirst business day that follows the Particifmobmmencement of
participation in the Plan and continuing thereafitereach subsequent day in which the Participartigipates in the Plan, the
Participant may (but is not required to) electshipmitting an Election Form to the Committee tsediécepted by the Committee,
to add or delete one or more Measurement Fund{®} tsed to determine the additional amounts twrédited to his or her
Account Balance, or to change the portion of hiearAccount Balance allocated to each previouslyeavly elected
Measurement Fund. If an election is made in acemelavith the previous sentence, it shall apphhtortext business day and
continue thereafter for each subsequent day intwihie Participant participates in the Plan, untdgssged in accordance with the
previous sentenc
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(b) Proportionate Allocation. In making any election described in Section 3.1a{@ve, the Participant shall specify on the Ebecti
Form, in increments of five percentage points (5418, percentage of his or her Account Balance t@ lyains and losses measured
by a Measurement Fun

(c) Measurement Funds.From time to time, the Committee in its sole andadite discretion shall select and announce tadjaahts
its selection of mutual funds, insurance compamasse accounts, indexed rates or other methodh,(edMeasurement Fundfpr
the purpose of providing the basis on which gaim$lasses shall be attributed to Account Balanceleuthe Plan. The Committee
may, in its sole and absolute discretion, discamtjrsubstitute or add a Measurement Fund at arey fiach such action will take
effect as of the first day of the month that folkby 30 days the day on which the Committee giwetidpants advance written
notice of such chang

(d) Crediting or Debiting Method. The performance of each elected Measurement Fithe(g@ositive or negative) will be determined
by the Committee, in its reasonable discretioneam available reports of the performance of teaslirement Funds. A
Participant’s Account Balance shall be creditedehited on a daily basis based on the performaheaah Measurement Fund
selected by the Participant, as determined by thar@ittee in its sole and absolute discretion, asgh (i) a Participant’s Account
Balance were invested in the Measurement Fundigdted by the Participant, in the percentages egiplé to such day, as of the
close of business on such day, at the closing priceuch date; (ii) the portion of the Annual DedéAmount that was actually
deferred during any day were invested in the Mesrment Fund(s) selected by the Participant, in gregmtages applicable to such
day, no later than the close of business on tkebinsiness day after the day on which such amauatactually deferred from the
Participant’s Annual Base Salary through reductiortsis or her payroll, at the closing price ontsdate; and (iii) any distribution
made to a Participant that decreases such Parttspaccount Balance ceased being invested in tkasdrement Fund(s), in the
percentages applicable to such day, no earlierdharbusiness day prior to the distribution, atdlosing price on such dai

(e) No Actual Investment. Notwithstanding any other provision of this Plaattmay be interpreted to the contrary, the Measarém
Funds are to be used for measurement purposesamulyg Participant’s election of any such MeasurgrRand, the allocation to his
or her Account Balance thereto, the calculatioadtditional amounts and the crediting or debitingwth amounts to a Participant’s
Account Balance shall not be considered or condtim@any manner as an actual investment of hissoltccount Balance in any st
Measurement Fund. In the event that the Compatiyeoirustee (as that term is defined in the Trustts own discretion, decides to
invest funds in any or all of the Measurement FundsParticipant shall have any rights in or tolsinvestments themselves.
Without limiting the foregoing, a Participant’'s Amnt Balance shall at all times be a bookkeepirig/emly and shall not represent
any
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investment made on his or her behalf by tbm@any or the Trust; the Participant shall atiales remain an unsecured creditor of
the Company

3.1z FICA and Other Taxes.

4.1

(@)

(b)

(©

(d)

Annual Deferral Amounts. For each Plan Year in which an Annual Deferral Amtde being withheld from an Employee
Participant, the Participant’s Employer(s) shathhiold from that portion of the Participant's Anhase Salary and/or Annual
Bonus that is not being deferred, in a manner deted by the Employer(s), the Participant’s shdrélGA and other employment

taxes on such Annual Deferral Amount. If necessiluig,Committee may reduce the Annual Deferral Amaurder to comply with
this Section

Company Restoration Matching Amounts.For a Participant's Company Restoration Matchingodint, the Participant’s Employer
(s) shall withhold from the Participant’s Annualdg@aSalary and/or Annual Bonus that is not defelired,manner determined by the
Employer(s), the Participant’s share of FICA anteotemployment taxes. If necessary, the Committae neduce the vested portion
of the Participar s Company Restoration Matching Account in ordezamply with this Sectior

Other Amounts. When an Employee Participant becomes vested imtepaf his or her Annual Company Contribution Anmts,

the Participant’s Employer(s) shall withhold frohetParticipant’s Annual Base Salary and/or Annuais that is not deferred, in a
manner determined by the Employer(s) in its sotbaysolute discretion, the Participant’s sharel@Fand other employment taxes
on the portion of the Annual Company Contributiom@unts that becomes vested. If necessary, the Cib@enmiay reduce the vest
portion of the Participa’s aforementioned amounts in order to comply with 8ection

Distributions. The Participant's Employer(s), or the trustee eftust, shall withhold from any payments made Raticipant
under this Plan all federal, state and local incoemeployment and other taxes required to be withbglthe Employer(s), or the
trustee of the Trust, in connection with such paytsein amounts and in a manner to be determin#tkiisole and absolute discrel
of the Employer(s) and the trustee of the Tr

ARTICLE 4
Short-Term Payout/Unforeseeable Financial Emergenes/ Withdrawal Election

Short-Term Payout. Subject to the Deduction Limitation and the otlegnts and conditions of this Plan, each SAentm Payout electe

shall be paid out during a 60-day period commengimgediately after the last day of any Plan Yeaigizated by the Participant that is
at least three Plan Years after the end of the Pé&ar in which the Annual Deferral Amount is actyaleferred. By way of example, if a
three year Short-Term Payout is elected for Anfefkerral Amounts that are deferred in the Plan Ye@anmencing January 1, 2006, the
three year Shc-Term Payout would become paya
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4.2

5.1

6.1

during a 60-day period commencing January 1020 addition, subject to the terms and condgiofthis Section 4.1, Section 4.2 and
all other provisions of this Plan, any similar ¢iess made pursuant to the terms of the Predecéksugualified Deferred Compensation
Plan, shall be deemed to remain in effect underRian. The distribution date selected by a Pa¢itiin connection with such election
(s) under the Predecessor Nonqualified Deferredg@osation Plan shall remain binding on the parfiee. Committee shall, in its sole
and absolute discretion, determine how any amaleferred under the Predecessor Nonqualified Defe@ampensation Plan shall be
treated pursuant to the language of Article 4 &edRlan

Other Benefits Take Precedence Over Shoiferm. Should an event occur that triggers a benefit uAdgcle 5, 6, 7 or 8, any Annual
Deferral Amount, plus amounts credited or debitexte¢on, that is subject to a Short-Term Payoutielecinder Section 4.1 shall not be
paid in accordance with Section 4.1 but shall bid fpaaccordance with the other applicable Arti

Withdrawal Payout/Suspensions for Unforeseeable Fancial Emergencieslf the Participant experiences an Unforeseeable
Emergency, the Participant may petition the Conemitb (i) suspend any deferrals required to be rogdeParticipant and/or (ii) recei

a partial or full payout from the Plan. The payshiall not exceed the lesser of the Participant'soiat Balance, calculated as if such
Participant were receiving a Termination Benefitttee amount reasonably needed to satisfy the l@aémable Emergency. If, subject to
the sole and absolute discretion of the Committeepetition for a suspension and/or payout is @, suspension shall take effect
upon the date of approval and, if applicable, amyopit shall be made within 60 days of the dateppfaval. The payment of any amount
under this Section 4.3 shall not be subject tdXbduction Limitation

ARTICLE 5
Survivor Benefit

Survivor Benefit. If the Participant dies before he or she experierc8eparation from Service or suffers a Disabjlitgr to such date,
the Participant’s Beneficiary shall be entitleddceive the Termination Benefit described in Sec@® as if Participant had experienced
a Separation from Service and the valid Electiomis) most recently on file with the Company slealhtrol the manner in which the
Survivor Benefit is paid

ARTICLE 6
Termination Benefit

Termination Benefit. Upon a Separation from Service, a Participant skakive a distribution of the vested portion & oF her
Termination Benefit in the form that the Participatected to receive under Section 3.4 if a Paaict experiences a Separation from
Service prior to his or her death or Disability.tiNithstanding any other provision of this Articléd®the contrary, any distribution
scheduled to be made upon Separation from SemwiadParticipant who is identified as a Key Emplogeef the date
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Separates from Service shall be delayed fomamum of six months following the Participan8gparation from Service. Any payment
to a Key Employee delayed under this Section 6all sle made (without interest) within 90 days aftex six-month anniversary of the
Participant’s Separation from Service. The idectifion of a Participant as a Key Employee shathlagle by the Committee in
accordance with Section 1.33 of the Plan and ses#d 6(i) and 409A of the Code and the regulatosulgated thereunde

6.2 Payment of Termination Benefit. The Termination Benefit will be paid in a lump semAnnual Installments as the Participant elected,
and will begin, in the first 60 days of the calengear following the calendar year in which thetRgrant experiences a Separation from
Service, unless if delayed pursuant to SectionbBahd 6.1. Any payment made shall be subjediédXeduction Limitation. If a
Participant becomes Disabled after his or her Zeijoar from Service, distributions shall be madearfirticle 6 and not under Article 7
below. Notwithstanding the foregoing or anythinghis Plan to the contrary, to the extent a Pardiot’'s Account Balance is less than
$25,000 at the time of Separation from Service Gbmmittee shall cause the Termination Benefitegaid in a lump sun

ARTICLE 7
Disability Benefit

7.1 Disability Benefit.

(a) Distribution. The Participant shall receive a distribution egodlis or her Account Balance as if the Participaugieriences a
Separation from Service, pursuant to the Commitdetermination that the Participant has sufferBésability. If a Participant
subsequently experiences a Separation from Sepuicstiant to his or her Disability, distributionsaibe made under this paragraph
(a) and not under Article |

(b) Waiver of Deferral. A Participant who is determined by the Committebécsuffering from a Disability shall be (i) excdfeom
fulfilling that portion of the Annual Deferral Amog commitment that would otherwise have been withfrem a Participant’s
Annual Base Salary, Annual Bonus and/or Direct@ssHor the Plan Year during which the Particigast suffers a Disability.
During the period of Disability, the Participantimot be allowed to make any additional defeefattions, but will continue to be
considered a Participant for all other purposetisfPlan.

(c) Return to Work. If a Participant returns to employment, or sendse Director, with an Employer, after a DisabitiBases, the
Participant may elect to defer an Annual Deferralchint for the Plan Year following his or her rettioremployment or service and
for every Plan Year thereafter while a Participarthe Plan; provided that the Participant meetsdiigibility requirement in
Article 2 and such deferral elections are othenait@ved and an Election Form
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delivered to and accepted by the Committeedgh such election in accordance with SectiotbBabove. Notwithstanding the
foregoing, the Participant shall continue receiviing distribution under paragraph (a) abc

ARTICLE 8
Beneficiary Designation

Beneficiary. Each Participant shall have the right, at any titnelesignate his or her Beneficiary(ies) (botmaniy as well as contingel
to receive any benefits payable under the Planbengficiary upon the death of a Participant. Teadiciary designated under this Plan
may be the same as or different from the Benefidi@signation under any other plan of an Emplogevhich the Participant
participates

Beneficiary Designation; Change; Spousal Consem Participant shall designate his or her Beneficlay completing and signing the
Beneficiary Designation Form, and returning ithe Committee or its designated agent. A Participhatl have the right to change a
Beneficiary by completing, signing and otherwisenpdying with the terms of the Beneficiary Desigoati-orm and the Committee’s
rules and procedures, as in effect from time tetiththe Participant names someone other thaortier spouse as a Beneficiary, a
spousal consent, in the form designated by the Gtrenmust be signed by that Participant’s spaugkreturned to the Committee.
Upon the acceptance by the Committee of a new Bealf Designation Form, all Beneficiary designaggreviously filed shall be
canceled. The Committee shall be entitled to ralyhe last valid Beneficiary Designation Form fileglthe Participant and accepted by
the Committee prior to his or her dee

Acknowledgment.No designation or change in designation of a Beraii shall be effective until received and ackredged in writing
by the Committee or its designated ag

No Beneficiary DesignationIf a Participant fails to designate a Beneficiasypaovided in Sections 8.1, 8.2, and 8.3 abov# ali,
designated Beneficiaries predecease the Partioguatié prior to complete distribution of the Peigiant’'s benefits, then the Participant’s
designated Beneficiary shall be deemed to be hi®psurviving spouse. If the Participant has neising spouse, the benefits remain
under the Plan to be paid to a Beneficiary shajpdgable to the executor or personal representafitlee Participar's estate

Upon the Committee or its designated agentdgopiovided with written notice of the dissolutiohmarriage of a Participant, and
notwithstanding any of the preceding provisionghig Article 8, any earlier designation of the Raptant’'s former spouse as a
Beneficiary for a portion or all of the benefiteesffied herein shall be treated as though the ¢tpatit’'s former spouse had predeceased
the Participant. Notwithstanding the preceding eece, any designation of the Participant’s fornpause as a Beneficiary shall not be
treated as though the Participant’s former spoasephedeceased the Participant if, after the diisol of the Participant’s marriage and
prior to payment o
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9.2

benefits on behalf of the Participant (1) tlaetieipant executes and delivers a new Benefidiasignation that complies with this Plan
that clearly names such former spouse as a Beasfjor (2) there is delivered to the Plan a domoestations order providing that the
former spouse is to be treated as the Beneficiargny case in which the Participant’s former sgoisdreated under the Participant’s
Beneficiary designation as having predeceaseddhécipant, no heirs or other beneficiaries of filnener spouse shall receive benefits
from this Plan as a Beneficiary of the Participaxtept as provided otherwise in the Partici’s Beneficiary designatiol

(The following example illustrates the applioatof the preceding paragraph. Assume that adjzatit, ‘Participant A, is married to
‘Spouse A’ and that Participant A files a valid aftective Beneficiary designation under this Pi@ming Spouse A as a 50%
Beneficiary and each of Participant A’'s two childreith Spouse A (the ‘Children’) as a 25% BenefigidAssume that Participant A
becomes divorced from Spouse A after making sucteBaary designation. Upon the Committee or itsigeated agent being provided
with written notice of the divorce, Spouse A shmdldeemed to have predeceased Participant A fpppes of Participant A’s
Beneficiary designation subject to the second seetef the preceding paragraph. If Participanttarldies without having made a valid
post-divorce Beneficiary designation under thimRlad assuming that no Plan benefits have beerapdithat there is no domestic
relations order to the contrary, Participant A’sB&ciaries shall be deemed to be his two Childveth each child being a 50%
Beneficiary.)

Doubt as to Beneficiary.If the Committee has any doubt as to the propeeBeiary to receive payments pursuant to this Pllaa,
Committee shall have the right, exercisable isdi® and absolute discretion, to cause the Pati€pEmployer to withhold such
payments until this matter is resolved to the Cotta¥' s satisfaction

Discharge of Obligations.The payment of benefits under the Plan to a Beiagfishall fully and completely discharge all Emygos
and the Committee from all further obligations untfés Plan with respect to the Participant, arat fParticipant’s Plan Agreement shall
terminate upon such full payment of bene

ARTICLE 9
Leave of Absence

Paid Leave of AbsenceUnless otherwise provided under section 409A ofGbde, if a Participant is authorized by the Pgrdint’s

Employer for any reason to take a bona fide pagideof absence from the employment of the EmpldierParticipant shall continue to
be considered employed by the Employer and the Alnbaferral Amount shall continue to be withheldidg such paid leave of
absence in accordance with Section

Unpaid Leave of AbsenceUnless otherwise provided under section 409A ofCbde, if a Participant is authorized by the Padiot’'s

Employer for any reason to take a bona fide unfeide of absence from the employment of the Empldiie Participant sha
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10.2

continue to be considered employed by the |lByep and the Participant shall be excused fromintp#leferrals until the earlier of the
date the leave of absence expires or the Participturns to a paid employment status. Upon sugiraion or return, deferrals shall
resume for the remaining portion of the Plan Yeawhich the expiration or return occurs, basednendeferral election, if any, made
that Plan Year. If no election was made for thanhPYear, no deferral shall be withhe

ARTICLE 10
Termination/Amendment or Modification

Termination. Although each Employer anticipates that it will tone the Plan for an indefinite period of timegith is no guarantee
that any Employer will continue the Plan or willtierminate the Plan at any time in the futi

In the event the Plan is terminated, in therBsadiscretion, the Account Balances of Particiganay be distributed within the period
beginning twelve months after the date the Plantemasinated and ending twenty-four months afterdate the Plan was terminated. If
the Plan is terminated and Account Balances atahliited, the Company shall terminate all accowtaice non-qualified deferred
compensation plans with respect to all participanis shall not adopt a new account balance norfiggadleferred compensation plan
for at least three years after the date the Planteraninated

The Board, in its discretion, may terminate Bt@n 30 days prior to or twelve months followin@lange in Control that is a change in
the ownership or effective control of the Company @hange in the ownership of a substantial poifcthe assets of the Company as
defined in the regulations promulgated under Secti@OA of the Code and distribute the Accountsefarticipants within the twelve-
month period following the termination of the Pldirthe Plan is terminated and Account Balancesi#stibuted, the Company shall
terminate all substantially similar non-qualifieeferred compensation plans sponsored by the Congathgll of the benefits of the
terminated plans shall be distributed within twealvenths following the termination of the pla

The Board, in its discretion, may terminate Bt@n upon a corporate dissolution or liquidatibthe Company that is taxed under
Section 331 of the Code or with the approval ofakouptcy court pursuant to 11 U.S.C. Section 5§3jfA), provided that the
Participant’s Accounts are distributed and inclugrethe gross income of the Participants by thestatf (i) the calendar year in which
the Plan terminates, or (ii) the first calendarnjeavhich payment of the Accounts is administraljvpracticable

The termination of the Plan shall not adversédfgct any Participant or Beneficiary who has lmeentitled to the payment of any
benefits under the Plan as of the date of terming

Amendment. The Company may, at any time, amend or modify tha ® whole or in part by the action of its Boaslappropriate in
its sole and absolute discretion; provided, howetbet: (i) no amendment or modification shall lffeetive to decrease or restrict the
value of a Participa’s Account Balance in existence at the time the aimemt or
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modification is made, calculated as if the iegrant had experienced a Separation from Sensaaf the effective date of the
amendment or modification, (ii) no amendment or ification shall be effective upon or after a Chanmg€ontrol without the prior
written consent of a majority of Participants, &iiijl no amendment or modification of Section 1.2 10.2(ii) of the Plan shall be
effective. The amendment or modification of thenP$hall not affect any Participant or Beneficiatyonhas become entitled to the
payment of benefits under the Plan as of the dateecamendment or modificatio

Plan Agreement.Despite the provisions of Sections 10.1 and 10a¥@pif a Participant’s Plan Agreement containsafiéor
limitations that are not in this Plan document, Bmeployer may only amend or terminate such prousiwith the consent of the
Participant.

Effect of Payment.The full payment of the applicable benefit undetidies 4, 5, 6, 7 or 8 of the Plan shall complettischarge all
obligations to a Participant and his or her degiggh®eneficiaries under this Plan and the Partit’s Plan Agreement shall termina

ARTICLE 11
Administration

Committee Duties.Except as otherwise provided in this Article 11s tAlan shall be administered by a Committee, whiwdll consist

of those persons appointed by the Chief Executiffie€ of the Company from time to time. If the @hExecutive Officer of the
Company fails to appoint the Committee, the Conerighall be the Company until such time as thef@ecutive Officer appoints
the members of the Committee pursuant to the pusvsentence. Members of the Committee may be Panits under this Plan. The
Committee shall also have the discretion and aitthior (i) make, amend, interpret, and enforceaglbropriate rules and regulations for
the administration of this Plan and (ii) decideesolve any and all questions including interprete of this Plan, as may arise in
connection with the Plan. Any individual serving thle Committee who is a Participant shall not \atact on any matter relating sol
to himself or herself. When making a determinatioigalculation, the Committee shall be entitledely on information furnished by a
Participant or the Compan

Administration Upon Change In Control. For purposes of this Plan, the Committee shalhke'Administrator” at all times prior to
the occurrence of a Change in Control. Upon aret #ifie occurrence of a Change in Control, the “Adstiator” shall be an
independent third party selected by the trustabeflTrust and approved by the individual who, imiatsdy prior to such event, was the
Company'’s Chief Executive Officer or, if not availa or willing to assume such responsibility, then@pany’s highest ranking officer
(the “Ex-CEQ"). The Administrator shall have thaatetionary power to determine all questions agiginconnection with the
administration of the Plan and the interpretatibthe Plan and Trust including, but not limitedxenefit entitlement determinations;
provided, however, upon and after the occurren@@fiange in Control, the Administrator shall haegpower to direct the investment
of
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Plan or Trust assets or select any investmamntager or custodial firm for the Plan or Trust. bpmd after the occurrence of a Change
in Control, the Company must: (1) pay all reasoeauministrative expenses and fees of the Admatastr (2) indemnify the
Administrator against any costs, expenses anditiabiincluding, without limitation, attorney’s é&s and expenses arising in connection
with the performance of the Administrator hereunéecept with respect to matters resulting fromghess negligence or willful
misconduct of the Administrator or its employeesgents; and (3) supply full and timely informatiorthe Administrator or all matte
relating to the Plan, the Trust, the Participamis their Beneficiaries, the Account Balances ofRlagticipants, the date of circumstar

of the Disability, death or Separation from Sendé¢he Participants, and such other pertinentrmétdion as the Administrator may
reasonably require. Upon and after a Change inrGiptihe Administrator may be terminated (and daegment appointed) by the
trustee of the Trust only with the approval of e CEO. Upon and after a Change in Control, the &istrator may not be terminated
by the Company

Agents.In the administration of this Plan, the Committegynfrom time to time, employ agents and delegatéém such
administrative duties as it sees fit (includingragthrough a duly appointed representative) any frean time to time consult with
counsel who may be counsel to any Emplo

Binding Effect of Decisions.The decision or action of the Administrator witlspect to any question arising out of or in conrmecti
with the administration, interpretation and appima of the Plan and the rules and regulations piigated hereunder shall be final and
conclusive and binding upon all persons havingiaterest in the Plar

Indemnity of Committee. All Employers shall indemnify and hold harmless thembers of the Committee, and any Employee to

whom the duties of the Committee may be delegated the Administrator against any and all clairassés, damages, expenses or
liabilities arising from any action or failure tatawith respect to this Plan, except in the caseiliful misconduct by the Committee,

any of its members, any such Employee or the Adstratior.

Employer Information. To enable the Committee and/or Administrator tdqren its functions, the Company and each Employatls
supply full and timely information to the Committard/or Administrator, as the case may be, on atters relating to the compensa
of its Participants, the date and circumstancekeDisability, death or Separation from Servicé&®Participants, and such other
pertinent information as the Committee or Admirdgir may reasonably requil

ARTICLE 12
Other Benefits and Agreements

Coordination with Other Benefits. The benefits provided for a Participant and Paréint’'s Beneficiary under the Plan are in addition
to any other benefits available to such Participanater any other plan or program for employeesiefRarticipar' s
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Employer. The Plan shall supplement and stwlsupersede, modify or amend any other suchglanogram except as may otherwise
be expressly provide:

ARTICLE 13
Claims Procedures

13.1 Presentation of Claim.Any Participant or Beneficiary of a deceased Pigdiat (such Participant or Beneficiary being reddrto below
as a “Claimant”) may deliver to the Committee atien claim for a determination with respect to éimeounts distributable to such
Claimant from the Plan. If such a claim relateth® contents of a notice received by the Claimietclaim must be made within
60 days after such notice was received by the GlairmAll other claims must be made within 180 dafyghe date on which the event
that caused the claim to arise occurred. The chaimt state with particularity the determinationidesby the Claiman

13.Z2 Notification of Decision.The Committee shall consider a Claimant'’s clainhimita reasonable time, and shall notify the Clainiian
writing:

(a) thatthe Claimars requested determination has been made, andhéhelaim has been allowed in full;

(b) that the Committee has reached a conclusiatrary, in whole or in part, to the Claimanggjuested determination, and such
notice must set forth in a manner calculated tar#erstood by the Claimar

(i) the specific reason(s) for the denial of the claamany part of it
(i) specific reference(s) to pertinent provisions & Bian upon which such denial was ba:

(iii) a description of any additional material or imi@tion necessary for the Claimant to perfect thérgland an explanation of
why such material or information is necessary;

(iv) an explanation of the claim review procedure sghfim Section 13.3 belov

13.Z2 Review of a Denied ClaimWithin 60 days after receiving a notice from then@oittee that a claim has been denied, in wholaor i
part, a Claimant (or the Claimant’s duly authorizepresentative) may file with the Committee a t@ritrequest for a review of the
denial of the claim. Thereafter, but not later tB@ndays after the review procedure began, ther@lai (or the Claimant’s duly
authorized representative

(&) may review pertinent documen

(b) may submit written comments or other documents/at
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14.2

(c) may request a hearing, which the Committee, inate and absolute discretion, may gr:

Decision on ReviewThe Committee shall render its decision on revieamptly, and not later than 60 days after the dilof a written
request for review of the denial, unless a heasreld or other special circumstances requiretiidil time, in which case the
Committee’s decision must be rendered within 12@ddter such date. Such decision must be writtenrnanner calculated to be
understood by the Claimant, and it must cont

(&) specific reasons for the decisic
(b) specific reference(s) to the pertinent Plan provisiupon which the decision was based,;
(c) such other matters as the Committee deems rele

Mediation. Should the parties be unable to resolve the digputsuant to these procedures, the claim shakfeered to non-binding
mediation, conducted by the Employment panel ofciaidArbitration Mediation Services (“JAMS”), incaordance with JAMS’
standard mediation rules. A mutually agreeable atedwill be selected. The parties shall shareadlts of the mediation equally,
including attorney fees. Not sooner than 20 dalfeviing the mediator’s final determination, eithmarty may request binding
arbitration.

Binding Arbitration. Following the expiration of the 20-day period refeced in Section 13.5, either party may initiatedbig
arbitration by making a written demand for it oe thither party. Such binding arbitration shall bedigcted under the applicable rules
the American Arbitration Association using a multygklected arbitrator in San Mateo or San Frawc@ounty. The cost of the
arbitration shall be borne by the r-prevailing party or as otherwise determined byatistrator.

ARTICLE 14
Trust

Establishment of the Trust. The Company shall establish the Trust, and eachidgmpshall at least annually transfer over toThast
such assets as the Employer determines, in itsasal@bsolute discretion, are necessary to prowitle, present value basis, for its
respective future liabilities created with respecthe Rollover Amounts, Annual Company Contribntlemounts, Company
Restoration Matching Contribution Amounts, and AalnDeferral Amounts for such Employer’s Participafur all periods prior to the
transfer, as well as any debits and credits td*tm¢icipants’ Account Balances for all periods ptmthe transfer, taking into
consideration the value of the assets in the gutte time of the transfe

Interrelationship of the Plan and the Trust. The provisions of the Plan and the Plan Agreemieait govern the rights of a Participant
to receive distributions pursuant to 1
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Plan. The provisions of the Trust shall govirights of the Employers, Participants and tleglitors of the Employers to the assets
transferred to the Trust. Each Employer shalllairabs remain liable to carry out its obligatiansder the Plar

Distributions From the Trust. Each Employes obligations under the Plan may be satisfied Witrst assets distributed pursuant to

terms of the Trust, and any such distribution steallice the Employ’s obligations under this Pla

ARTICLE 15
Miscellaneous

Status of Plan.The Plan is intended to be a plan that is not jedliwithin the meaning section 401(a) of the Cadd that “is

unfunded and is maintained by an employer primdoihthe purpose of providing deferred compensatiora select group of
management or highly compensated employei#tiin the meaning of sections 201(2), 301(a)(3) 401(a)(1) of ERISA. The Plan sh
be administered and interpreted to the extent plassi a manner consistent with that inte

Unsecured General Creditor.Participants and their Beneficiaries, heirs, susmesand assigns shall have no legal or equitadiiésy

interests or claims in any property or assets dEmployer. For purposes of the payment of bendfitder this Plan, any and all of an
Employer’s assets shall be, and remain, the generpledged unrestricted assets of the EmployelEmployer’s obligation under the
Plan shall be merely that of an unfunded and unredgoromise to pay money in the futu

Employer’s Liability. An Employer’s liability for the payment of benefghall be defined only by the Plan and the Plare@grent, as

entered into between the Employer and a ParticigemEmployer shall have no obligation to a Papigeit under the Plan except as
expressly provided in the Plan and his or her Rigmeement

Nonassignability. Neither a Participant nor any other person shaleteny right to commute, sell, assign, transfexdgé, anticipate,

mortgage or otherwise encumber, transfer, hypotbeeasienate or convey in advance of actual recdiptamounts, if any, payable
hereunder, or any part thereof which are, andglits to which are expressly declared to be, ugaabie and non-transferable. Except
as provided in Section 15.15, no part of the am®payable shall, prior to actual payment, be sultjeseizure, attachment,
garnishment or sequestration for the payment ofdmigs, judgments, alimony or separate maintenaweel by a Participant or any
other person, be transferable by operation of fathé event of a Participant’s or any other persdankruptcy or insolvency or be
transferable to a spouse as a result of a propettiement or otherwis

Not a Contract of Employment. The terms and conditions of this Plan shall notiéemed to constitute a contract of employment

between any Employer and the Participant. Such@mmnt is hereby acknowledged to be an “at will'pbmgyment relationship that
can be terminated at any time for any reason, aeason, with or without cause, and with or withoatice, unless expressly provided
in a written
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15.11

15.17

employment agreement. Nothing in this Planldimbeemed to give a Participant the right todiained in the service of any
Employer, either as an Employee or a Directorpanterfere with the right of any Employer to digaie or discharge the Participan
any time.

Furnishing Information. A Participant or his or her Beneficiary will coopés with the Committee by furnishing any and all
information requested by the Committee and také stiger actions as may be requested in order tiitdide the administration of the
Plan and the payments of benefits hereunder, ifmgjuout not limited to taking such physical exantioas as the Committee may
deem necessar

Terms. Whenever any words are used herein in the masctliag shall be construed as though they weredridminine in all cases
where they would so apply; and whenever any wordsiged herein in the singular or in the pluradytbhall be construed as though
they were used in the plural or the singular, ascise may be, in all cases where they would dly.¢

Captions. The captions of the articles, sections and par&grapthis Plan are for convenience only and giatlicontrol or affect the
meaning or construction of any of its provisio

Governing Law. Subject to ERISA, the provisions of this Plan sballconstrued and interpreted according to theriatéaws of the
State of California without regard to its conflictklaws principles

Notice. Any notice or filing required or permitted to besgh to the Committee under this Plan shall be siefiit if in writing and hand-
delivered, or sent by registered or certified mailthe address beloy

Senior Vice President, Human Resources
Electronic Arts Inc.

209 Redwood Shores Pkwy

Redwood City, CA 94065

Such notice shall be deemed given as of the dalelfery or, if delivery is made by mail, as oétate shown on the postmark on
receipt for registration or certificatio

Any notice or filing required or permitted te fgiven to a Participant under this Plan shallldécsent if in writing and handielivered
or sent by mail, to the last known address of taiétpant.

SuccessorsThe provisions of this Plan shall bind and inuréh® benefit of the Participant’'s Employer andsitscessors and assigns
and the Participant and the Particif's designated Beneficiarie

Spouseés Interest. The interest in the benefits hereunder of a spotiseParticipant who has predeceased the Particgbeat
automatically pass to the Participant and <
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not be transferable by such spouse in any mramotuding but not limited to such spouse’s wilgr shall such interest pass under the
laws of in testate successit

Validity. In case any provision of this Plan shall be illegainvalid for any reason, said illegality or iricity shall not affect the
remaining parts hereof, but this Plan shall be tard and enforced as if such illegal or invalidyision had never been inserted
herein.

Incompetent. If the Committee determines in its discretion th&enefit under this Plan is to be paid to a miagrerson declared
incompetent or to a person incapable of handliegdiBposition of that person’s property, the Corteritmay direct payment of such
benefit to the guardian, legal representative esgehaving the care and custody of such minogrimgetent or incapable person. The
Committee may require proof of minority, incompetenincapacity or guardianship, as it may deemapijate prior to distribution of
the benefit. Any payment of a benefit shall be ynpant for the account of the Participant and thei¢tpant’'s Beneficiary, as the case
may be, and shall be a complete discharge of ahylity under the Plan for such payment amo

Court Order. The Committee is authorized to make any paymemésdid by court order in any action in which tharPbr the
Committee has been named as a party. In addifiamgaurt determines that a spouse or former spoluigdéParticipant has an interes
the Participant’s benefits under the Plan in cotiaravith a property settlement or otherwise, thmrinittee, in its sole and absolute
discretion, shall have the right, notwithstanding alection made by a Participant, to immediatésyribute the spouse’s or former
spous’s interest in the Participé s benefits under the Plan to that spouse or fospeuse

Distribution in the Event of Taxation.

(@) In General. If, for any reason, all or any portion of a Papanit's benefits under this Plan becomes taxable todhticipant prio
to receipt, a Participant may petition the Commitbefore a Change in Control, or the trustee offtlust after a Change in
Control, for a distribution of that portion of his her benefit that has become taxable. Upon thetgrf such a petition, which
grant shall not be unreasonably withheld (andy @t€hange in Control, shall be granted), a Pasiti's Employer shall
distribute to the Participant immediately availatiads in an amount equal to the taxable portiohi®br her benefit (which
amount shall not exceed a Participant’s unpaid Ant8alance under the Plan). If the petition isnged, the tax liability
distribution shall be made within 90 days of théedahen the Participant’s petition is granted. Sachistribution shall affect and
reduce the benefits to be paid under this F

(b) Trust. If the Trust terminates in accordance with Sec8d@{e) of the Trust and benefits are distributednfthe Trust to a
Participant in accordance with that Section, thei€épant’s benefits under this Plan shall be restlito the extent of such
distributions.

26




15.17

15.1¢

Insurance. The Employers, on their own behalf or on behalheftrustee of the Trust, and, in their sole argbhlte discretion, may
apply for and procure insurance on the life of Baticipant, in such amounts and in such forme@dtust may choose. The
Employers or the trustee of the Trust, as the nasebe, shall be the sole owner and beneficiagngfsuch insurance. The Participant
shall have no interest whatsoever in any such yoligolicies, and at the request of the Emplogée| such information and execute
such documents as may be required by the insu@mpany or companies to whom the Employers havieabfor insurance

Legal Fees To Enforce Rights After Change in Contido The Company and each Employer is aware that upondburrence of a
Change in Control, the Board or the board of doecbf a Participant’s Employer (which might thendmmposed of new members),
the Committee, or a shareholder of the CompantheParticipant’s Employer or of any successor a@ton might then cause or
attempt to cause the Company, the Participant’sl&mep or such successor corporation to refuse toptyp with its obligations under
the Plan and/or to seek to deny Participants thefiis intended under the Plan. In these circunestsythe purpose of the Plan could
be frustrated. Accordingly, if, following a ChanigeControl, a Participant or Beneficiary institutasy litigation or other legal action
which seeks to recover benefits under the Planhictwotherwise asserts that the Committee, the @ompthe Employer or any
successor entity to the Company or the Employeffdikes] to comply with any of its obligations undbe Plan or any agreement
thereunder with respect to such Participant or Beiaey, or if the Committee, the Company, the Eaydr or any other person takes
any action to declare the Plan void or unenforaablinstitutes any litigation or other legal antiesigned to deny, diminish or to
recover from any Participant or Beneficiary the dfin intended to be provided under the Plan, aedParticipant or Beneficiary
retains counsel in connection with such litigatasriegal action, then (unless the final decisio @burt of competent jurisdiction or
arbitrator determines that the Participant or Bigfeafy’s initiation or defense of such litigatiom legal action was frivolous, based on
the information known to the Participant or Benigfig at the time of the initiation or defense) ®empany and such Employer (who
shall be jointly and severally liable) shall beuigd to pay the reasonable attorneys fees anchegpef the Participant or Beneficiary
in connection with the initiation or defense of kuitigation or legal action with respect to suchttars, whether by or against the
Committee, the Company, the Employer or any dirgectfficer, shareholder or other person affiliateith the Company, the Employer
or any successor thereto in any jurisdiction. Téesonable attorneys fees and expenses, if anygehame due and owing to a
Participant (or Beneficiary) in accordance withstBiection shall be paid no later than 180 dayswaflg the date such fees and
expenses are incurre

IN WITNESS WHEREOF, the Company has signed this Eiacument as of August 1, 20(

“Compan”

Electronic Arts Inc., a Delaware corporati
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Exhibit 15.1

Awareness Letter of KPMG LLP, Independent Registerd Public Accounting Firm

The Board of Directors
Electronic Arts Inc.:

With respect to the registration statements on Fe&#8(Nos. 33-66836, 33-55212, 33-53302, 33-419882166, 33-61781, 33-61783, 333-
01397, 333-09683, 333-09893, 333-32239, 333-32333,;46937, 333-60513, 333-60517, 333-84215, 33339333-39432, 333-44222,
333-60256, 333-67430, 333-82888, 333-99525, 333-10,/333-117990, 333-120256, 33-127156, 333-131&338,333-138532) and the
registration statement on Form S-3 (No. 382797), of Electronic Arts Inc., we acknowledge awareness of the incorporation by refere
therein of our report dated August 6, 2007 relatothe unaudited condensed consolidated interianfiial statements of Electronic Arts Inc.
and subsidiaries that are included in this FornQlfor the three-month period ended June 30, 2007.

Pursuant to Rule 436 under the Securities Act 8B1(he Act), such report is not considered pag ofgistration statement prepared or
certified by an independent registered public antiag firm, or a report prepared or certified byiadependent registered public accounting
firm within the meaning of Sections 7 and 11 of #wt.

KPMG LLP

Mountain View, California
August 6, 2007






Exhibit 31.1

ELECTRONIC ARTS INC.

Certification of Chief Executive Officer
Pursuant to Rule 13a-14(a) of the Exchange Act
As Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, John S. Riccitiello, certify that:

1.
2.

5.

| have reviewed this Quarterly Report on Forr-Q of Electronic Arts Inc.

Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to the
period covered by this repo

Based on my knowledge, the financial statésjend other financial information included iistheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrarg’ other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a.

Designed such disclosure controls and proceduresiused such disclosure controls and procedures tlesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

Designed such internal control over finah@porting, or caused such internal control owariicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

Evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

Disclosed in this report any change in ggastrant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer@)d | have disclosed, based on our most recehtaian of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a.

b.

All significant deficiencies and materialak@esses in the design or operation of internarobaver financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; anc

Any fraud, whether or not material, thatahwes management or other employees who have #dis#n role in the
registran’'s internal control over financial reportir

Dated: August 6, 2007 By: /s/ John S. Riccitiello

John S. Riccitiellc
Chief Executive Office






Exhibit 31.2

ELECTRONIC ARTS INC.

Certification of Executive Vice President, Chief Anancial and Administrative Officer
Pursuant to Rule 13a-14(a) of the Exchange Act
As Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Warren C. Jenson, certify that:
1. | have reviewed this Quarterly Report on Forr-Q of Electronic Arts Inc.

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to the
period covered by this repo

3. Based on my knowledge, the financial statésjend other financial information included irstheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4.  The registrard’other certifying officer(s) and | are responsitdleestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresused such disclosure controls and procedutes ttesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

b.  Designed such internal control over finah@aorting, or caused such internal control owearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

C. Evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

d. Disclosed in this report any change in #gigtrant’s internal control over financial repogdithat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officer@)d | have disclosed, based on our most recehiaian of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a.  All significant deficiencies and materialakk@esses in the design or operation of internalrebaver financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; anc

b.  Any fraud, whether or not material, thatahaes management or other employees who have Hiség role in the
registran’'s internal control over financial reportir

Dated: August 6, 2007 By: /s/ Warren C. Jenson
Warren C. Jensc
Executive Vice Presider
Chief Financial and Administrative Offic:







Exhibit 32.1

ELECTRONIC ARTS INC.

Certification of Chief Executive Officer
Pursuant to 18 U.S.C. Section 1350
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of ElecimArts Inc. on Form 10-Q for the period ended J88e2007 as filed with the Securities
and Exchange Commission on the date hereof (thpdi®, |, John S. Riccitiello, Chief Executive @fér of Electronic Arts Inc., certify,
pursuant to 18 USC Section 1350, as adopted pursu&ction 906 of the Sarbanes-Oxley Act of 2(@2&ction 906”), that to my
knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2. The information contained in the Reportl§apresents, in all material respects, the findmiadition and results of operations of
Electronic Arts Inc. for the periods presented éfre:

/s/ John S. Riccitiello

John S. Riccitiellc
Chief Executive Office
Electronic Arts Inc

August 6, 2007

A signed original of this written statement reqdit®y Section 906, or other document authenticatiegnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement regdiby Section 906, has been provided to
Electronic Arts and will be retained by Electroiids and furnished to the Securities and Exchang@i@ission or its staff upon request.







Exhibit 32.2

ELECTRONIC ARTS INC.

Certification of Executive Vice President, Chief Fnancial and Administrative Officer
Pursuant to 18 U.S.C. Section 1350
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of ElecimArts Inc. on Form 10-Q for the period ended J88e2007 as filed with the Securities
and Exchange Commission on the date hereof (thpdi®, |, Warren C. Jenson, Executive Vice Prestdmd Chief Financial and
Administrative Officer of Electronic Arts Inc., ady, pursuant to 18 USC Section 1350, as adoptedyant to Section 906 of the Sarbanes-
Oxley Act of 2002 (“Section 906"), that to my knaudge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2. The information contained in the Reportl§apresents, in all material respects, the findmiadition and results of operations of
Electronic Arts Inc. for the periods presented éfre:

/s/ Warren C. Jenson

Warren C. Jensc

Executive Vice Presider

Chief Financial and Administrative Offic:
Electronic Arts Inc

August 6, 2007

A signed original of this written statement reqdit®y Section 906, or other document authenticatisgnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement regdiby Section 906, has been provided to
Electronic Arts and will be retained by Electroids and furnished to the Securities and Exchang@i@ission or its staff upon request.




