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PART | — FINANCIAL INFORMATION

ltem 1. Condensed Consolidated Financial Statements (Unaudd)

ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
(In millions, except par value data)

ASSETS
Current assett
Cash and cash equivalel
Shor-term investment
Marketable equity securitie
Receivables, net of allowances of $227 and $3Gpedively
Inventories
Deferred income taxes, r
Other current asse
Total current asse
Property and equipment, r
Goodwill
Acquisitior-related intangibles, n
Deferred income taxes, r
Other asset

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl
Accrued and other current liabilitis
Deferred net revenue (packaged goods and digitaeot)
Total current liabilities
Income tax obligation
Deferred income taxes, r
Other liabilities
Total liabilities
Commitments and contingencies (See Note
Stockholder equity:
Preferred stock, $0.01 par value. 10 shares autut

Common stock, $0.01 par value. 1,000 shares aaddirB31 and 333 shares issued and outstar

respectively
Paic-in capital
Retained earnings (accumulated defi
Accumulated other comprehensive inca
Total stockholder equity
TOTAL LIABILITIES AND STOCKHOLDERS ' EQUITY

See accompanying Notes to Condensed Consolidateshé¢tal Statements (unaudited).

(a) Derived from audited consolidated financiatestaents.

June 30 March 31,
2011 2011 (a)
$1,17¢ $ 1,57¢
50:s 497
17z 161
3C 33t

75 77

58 56
343 327
2,35¢ 3,032
51€ 51¢&
1,132 1,11C
134 144
49 49
17C 8(
$4,35¢ $ 4,92¢
$ 91 $ 22¢
604 76¢
53C 1,00t
1,22t 2,001
192 192
42 37
14€ 134
1,60¢ 2,36¢
3 3
2,43¢ 2,49t
68 (15%)
24C 21¢
2,75( 2,56¢
$4,35¢ $ 4,92¢
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In millions, except per share data)

Net revenue
Cost of goods sol
Gross profi
Operating expense
Marketing and sale
General and administrati\
Research and developmt
Restructuring and other charg
Amortization of intangible:
Acquisitior-related contingent considerati
Total operating expens:
Operating incom
Loss on strategic investmer
Interest and other income, r
Income before provision for (benefit from) inconages
Provision for (benefit from) income tax
Net income

Net income per shar
Basic
Diluted
Number of shares used in computati
Basic
Diluted

See accompanying Notes to Condensed Consolidateshé¢tal Statements (unaudited).

4

Three Months Ended

June 30,
2011 2010
$ 99¢ $ 81t
24C 22z
75€ 59¢
14C 127
74 74
28t 27¢
18 2
13 15
2 2
532 49k
227 98
— ®)
23C 93
9 ©)
$ 221 $ 96
$ 0.67 $ 0.2¢
$ 0.6¢ $ 0.2
331 32¢
337 33z
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In millions)

OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cashl is@perating activities
Depreciation, amortization and accretion,
Stocl-based compensatic
Net losses on investments and sale of propertyegngpmen
Acquisitior-related contingent considerati
Change in assets and liabiliti¢
Receivables, ne
Inventories
Other asset
Accounts payabl
Accrued and other liabilitie
Deferred income taxes, r
Deferred net revenue (packaged goods and digitabat)
Net cash used in operating activit
INVESTING ACTIVITIES
Capital expenditure
Proceeds from sale of marketable equity secul
Proceeds from maturities and sales of «term investment
Purchase of she-term investment
Acquisition of subsidiaries, net of cash acqui
Net cash used in investing activiti
FINANCING ACTIVITIES
Proceeds from issuance of common si
Excess tax benefit from stc-based compensatic
Repurchase and retirement of common s
Net cash provided by (used in) financing activi
Effect of foreign exchange on cash and cash ecprits
Decrease in cash and cash equival
Beginning cash and cash equivale
Ending cash and cash equivale

Supplemental cash flow information:
Cash paid (refunded) during the period for income=$, ne

Non-cash investing activities:
Change in unrealized gains (losses) on avai-for-sale securities, net of tax

See accompanying Notes to Condensed Consolidatesh¢tal Statements (unaudited).

5

Three Months Ended

June 30,

2011 2010
$ 221 $ 96
43 48

38 47

— 5

2 2

307 97

4 16
(101) (37)
(133) (40)
(181) (109)

1 3
(475) (27€)
(274) (14€)
(32 (12)

— 8
83 98
(90) (14¢)
(29) —
(64) (53

14 1

2 J—

(99 —
(75) 1
7 (16)
(40€) (21€)
1,57¢ 1,27:
$1,17: $ 1,057
$ (189 $ &6
$ 13 $ (89
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(1) DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATDON

We develop, market, publish and distribute gamensoe and content that can be played by consummeasvariety of platforms, including
video game consoles (such as the Sony PLAYSTATIOMi8rosoft Xbox 360, and Nintendo Wii), personahtputers, mobile phones (such
as the Apple iPhone and Google Android compatiblengs), tablets and electronic readers (such a&pghpke iPad and Amazon Kindle), the
Internet, and handheld game players (such as thg BlayStation Portable (“PSP”) and the Nintendodd8 3DS). Some of our games are
based on content that we license from othexg.(; FIFA, Madden NFL, Harry Potter, and Hasbro's émd game intellectual properties), and
some of our games are based on our own wholly-ovimtetlectual property €.g., The Sims, Need for Speed, and Dead Space). Gligtm
publish titles with global mass-market appeal, Whaften means translating and localizing them &b &1 non-English speaking countries. In
addition, we also attempt to create software gainramthises” that allow us to publish new titlesaorecurring basis that are based on the same
property. Examples of this franchise approach lageahnual iterations of our sports-based produetg.( FIFA, Madden NFL, and NCAA
Football), wholly-owned properties that can be ssstully sequeledd.g., The Sims, Need for Speed, and Battlefield) athestbased on long-
lived literary and/or movie propertie®(g., Harry Potter).

Our fiscal year is reported on a 52- or 53-weekagkthat ends on the Saturday nearest March 31r&3uifts of operations for the fiscal years
ending or ended, as the case may be, March 31,&2@12011 contain 52 weeks each and ends or easl¢de case may be, on March 31, Z
and April 2, 2011, respectively. Our results of giens for the three months ended June 30, 20d2ah0 contained 13 weeks each, and
ended on July 2, 2011 and July 3, 2010, respegtiter simplicity of disclosure, all fiscal periodse referred to as ending on a calendar m
end.

The Condensed Consolidated Financial Statemenisnagdited and reflect all adjustments (consistinly of normal recurring accruals unless
otherwise indicated) that, in the opinion of mammagat, are necessary for a fair presentation ofdbelts for the interim periods presented. The
preparation of these Condensed Consolidated FiabBtatements requires management to make estimadesssumptions that affect the
amounts reported in these Condensed Consolidategh€ial Statements and accompanying notes. Aatsalts could differ materially from
those estimates. The results of operations foctineent interim periods are not necessarily indieadf results to be expected for the current
year or any other perio

These Condensed Consolidated Financial Statemiemtddsbe read in conjunction with the Consolidef@tancial Statements and Notes
thereto included in our Annual Report on Form 1@Kthe fiscal year ended March 31, 2011, as filétth the United States Securities and
Exchange Commission (“SEC”) on May 24, 2011.

(2) SIGNIFICANT ACCOUNTING POLICY
Revenue Recognition

We evaluate revenue recognition based on the ieriset forth in Financial Accounting Standards Bo@FASB”) Accounting Standards
Codification (“ASC”) 985-605Software: Revenue Recognitiand Staff Accounting Bulletin (“SAB”) No. 10Revenue Recognition in

Financial Statement, as revised by SAB No. 10Revenue RecognitioWe evaluate and recognize revenue when all fbthveofollowing
criteria are met:

« Evidence of an arrangeme. Evidence of an agreement with the customer #féats the terms and conditions to deliver prosl
must be presen

» Delivery. Delivery is considered to occur when a produshipped and the risk of loss and rewards of owngitsave beel
transferred to the customer. For online game sesyidelivery is considered to occur as the sersipeovided. For digital
downloads that do not have an online service compipmelivery is generally considered to occur wtendownload is made
available.

» Fixed or determinable fe. If a portion of the arrangement fee is not fixedleterminable, we recognize revenue as the an
becomes fixed or determinab
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» Collection is deemed probak. We conduct a credit review of each customer weolin a significant transaction to determine
creditworthiness of the customer. Collection isrded probable if we expect the customer to be abpay amounts under the
arrangement as those amounts become due. If werdegethat collection is not probable, we recogmieenue when collection
becomes probable (generally upon cash collect

Determining whether and when some of these criteaige been satisfied often involves assumptionsr@anthgement judgments that can he
significant impact on the timing and amount of mawe we report in each period. For example, for ipleltelement arrangements, we must
make assumptions and judgments in order to (1ymiéte whether and when each element has been gEliv@) determine whether
undelivered products or services are essentidgdinctionality of the delivered products and gas, (3) determine whether vendor specific
objective evidence (“VSOE") exists for each undetad element, and (4) allocate the total price antba various elements we must deliver.
Changes to any of these assumptions or manageutgmeénts, or changes to the elements in a softaramegement, could cause a material
increase or decrease in the amount of revenuevihatport in a particular period.

Depending on the type of product, we may offer aline service that permits consumers to play agaihers via the Internet and/or receive
additional updates or content from us. For thoseagathat consumers can play via the Internet, wepravide a “matchmaking” service that
permits consumers to connect with other consunoepgaty against each other online. In those sitnatishere we do not require an additional
fee for this online service, we account for thesHlthe software product and the online servica ‘dsindled” sale, or multiple element
arrangement, in which we sell both the softwarelpod and the online service for one combined phi¢e.defer net revenue from sales of these
games for which we do not have VSOE for the ondiervice that we provided in connection with theesahd recognize the revenue from tf
games over the estimated online service period;hwisigenerally estimated to be six months begonitithe month after shipment. In additi
for some software products we also provide updatesiditional content (“digital contentty be delivered via the Internet that can be usi
the original software product. In many cases wessply sell digital content for an additional feewever, some purchased digital content
only be accessed via the Internég(, the consumer never takes possession of the Idigitéent). We account for online transactions hich

the consumer does not take possession of the ldigitéent as a service transaction and, accordingdyrecognize the associated revenue over
the estimated service period. In other transactianthe date we sell the software product we fzewvebligation to provide incremental
unspecified digital content in the future withoatadditional fee. In these cases, we account fsébe of the software product as a multiple
element arrangement and recognize the revenuestraight-line basis over the estimated period ofigalay.

Determining whether a transaction constitutes dimeservice transaction or a digital content davaa of a product requires judgment and can
be difficult. The accounting for these transactiansignificantly different. Revenue from producihloads is generally recognized when the
download is made available (assuming all othergeitimn criteria are met). Revenue from an onliaeng service is recognized as the service
is rendered. If the service period is not definged,recognize the revenue over the estimated sepeiged. Determining the estimated service
period is inherently subjective and is subjectegular revision based on historical online usageddition, determining whether we have an
implicit obligation to provide incremental unspéedf future digital content without an additionagfean be difficult.

Product RevenudProduct revenue, including sales to resellers astdlslitors (“channel partners”), is recognized wiiee above criteria are
met. We reduce product revenue for estimated futttens, price protection, and other offeringsiclihmay occur with our customers and
channel partners.

Multiple Element Revenue Arrangeme. On April 3, 2011 we adopted the FASB Accountingr8lards Update (“ASU”) 2009-1Bevenue
Recognition (Topic 60%: Multiple-Deliverable Revenue Arrangemeatsl ASU 2009-14Software (Topic 985)Certain Revenue
Arrangements that Include Software Eleme.

ASU 2009-13 modifies the fair value requirement&\8iC subtopic 605-253evenue Recognition-Multiple Element Arrangemehysallowing
the use of the “best estimate of selling priceaddition to vendor-specific objective evidence #ritd-party evidence for determining the
selling price of a deliverable for non-softwareamigements. It establishes a selling price hierafohgletermining the selling price of a
deliverable, which is based on: (1) vendor-spedilifective evidence, (2) third-party evidence,3)réstimates. In addition, the residual method
of allocating arrangement consideration is no loqgemitted.

ASU 2009-14 modifies the scope of ASC subtopic 885;Software-Revenue Recognitioim exclude from its requirements non-software
components of tangible products and software compiznof tangible products that are sold, licenseteased with tangible products when the
software components and non-software componentedangible product function together to delives tangible product’s essential
functionality.
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The adoption of ASU 2009-13 and ASU 2009-14 didheote a material impact on our Condensed Conselidainancial Statements as
substantially all of our revenue arrangements withitiple deliverables remain under ASC 985-605cAgain of our revenue arrangements
include software and hardware deliverables (sugbeapherals or other ancillary collectors’ itenaédstogether with the physical “boxed”
software), the new accounting principles would gpplthese types of arrangements. The new accauptinciples establish a selling price
hierarchy for determining the selling price of diderable and require the application of the refkatselling price method to allocate the
arrangement consideration to each deliverablentultiple element arrangement. As of the quarteredntiine 30, 2011, we do not have
significant revenue arrangements that require est bstimate of selling price.

Shipping and Handling/Ve recognize amounts billed to customers for shigpgind handling as revenue. Additionally, shipgand handling
costs incurred by us are included in cost of gemid.

Online Subscription Revenu@nline subscription revenue is derived principélbm subscription revenue collected from custoniier®nline
play related to our massively multiplayer onlinerges and Pogo-branded online games services. Theg®ners generally pay on an annual
basis or a month-to-month basis and prepaid sydigntirevenue is recognized ratably over the pefidodavhich the services are provided.

Software License®Ve license software rights to manufacturers of potslin related industries (for example, makersestonal computers or
computer accessories) to include certain of oudyets with the manufacturer’s product, or offer puwducts to consumers who have
purchased the manufacturer’s product. We call teesgbined products “OEM bundles.” These OEM bundleserally require the customer to
pay us an upfront nonrefundable fee, which reptssée guaranteed minimum royalty amount. Revesgenerally recognized upon delivery
of the product master or the first copy. Per-capyaities on sales that exceed the minimum guararteescognized as earned.

(3) FAIR VALUE MEASUREMENTS

Fair value is the price that would be received fismtling an asset or paid to transfer a liabilityan orderly transaction between market
participants at the measurement date. When detexgriair value, we consider the principal or madt@ntageous market in which we would
transact and consider assumptions that marketjpantits would use when pricing the asset or lighiliVe measure certain financial and
nonfinancial assets and liabilities at fair valueaorecurring and nonrecurring basis.

Fair Value Hierarchy
The three levels of inputs that may be used to oredsir value are as follows:
* Level 1. Quoted prices in active markets for identicakésor liabilities

* Level 2. Observable inputs other than quoted prices ireddudlithin Level 1, such as quoted prices for similssets or liabilities
quoted prices in markets with insufficient volumrdrdrequent transactions (less active marketsinodel-derived valuations in
which all significant inputs are observable or banderived principally from or corroborated withsebvable market data for
substantially the full term of the assets or ligiei.

» Level 3. Unobservable inputs to the valuation methodolibgy are significant to the measurement of thevialue of assets ¢
liabilities.
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Assets and Liabilities Measured at Fair Value orRecurring Basis

As of June 30, 2011 and March 31, 2011, our assetdiabilities that were measured and recordddiavalue on a recurring basis were as

follows (in millions):

Assets
Money market fund
Available-for-sale securities
Corporate bond
Marketable equity securitie
U.S. agency securities

U.S. Treasury securities
Commercial paper
Def(er)red compensation plan asse

a

Foreign currency derivative
Total assets at fair valt
Liabilities
Contingent consideratid®)

Total liabilities at fair value

Balance as of March 31, 2011
Change in fair valu(©)

Balance as of June 30, 20

Assets
Money market fund
Available-for-sale securities
Corporate bond
Marketable equity securitie
U.S. Treasury securities

U.S. agency securitie
Commercial paper

Def(er)red compensation plan asse
a
Total assets at fair valt
Liabilities
Contingent consideratio®)

Total liabilities at fair value

Fair Value Measurements at Reporting Date Using

Quoted Prices in

Active Markets for Significant
Other Significant
Identical Financial Observable Unobservable
Instruments Inputs Inputs
As of
June 30,
2011 (Level 1) (Level 2) (Level 3) Balance Sheet Classificatiol
$ 392 $ 392 $ — $ — Cash equivalent
24z — 24z — Shor-term investment
17z 17z — — Marketable equity securitie
12€ — 12€ — Short-term investments and cash
equivalents
125 125 — — Short-term investments and cash
equivalents
32 — 32 — Short-term investments and cash
equivalents
12 12 — — Other assets
1 — 1 — Other current asse
$ 1,102 $ 701 $ 401 $ i
$ 53 $ — $ — $ 53 Accrued and other current liabilities
and other liabilities
$ 53 $ — $ — $ 53
Fair Value Measurements Using Significant
Unobservable Inputs (Level 3)
Contingent
Consideration
$ 51
2
$ 53
As of
March 31,
2011 (Level 1) (Level 2) (Level 3) Balance Sheet Classification
$ 774 $ 774 $ — $ — Cash equivalent
25% — 252 — Shor-term investment
161 161 — — Marketable equity securitie
12¢ 12¢ — — Short-term investments and cash
equivalents
10z — 10z — Shor-term investment
31 — 31 — Short-term investments and cash
equivalents
12 12 — — Other assets
$ 146 $ 1,07¢ $ 38€ $ —
$ 51 $ — $ — $ 51 Accrued and other current liabilities
and other liabilities
$ 51 $ = $ — $ 51
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Fair Value Measurements Using Significan
Unobservable Inputs (Level 3)

Contingent
Consideration
Balance as of March 31, 2010 $ 65
Additions 3
Change in fair valu(©) a7
Balance as of March 31, 20 $ 51

@

o The deferred compensation plan assets consistriofugamutual funds

The contingent consideration represents the estifair value of the additional variable cash cdesition payable in connection w
our acquisitions of Playfish Limited (“Playfish"he Chillingo Limited (“Chillingo”) that is continga upon the achievement of certain
performance milestones. We estimated the fair vatileg expected future cash flows over the pemodhich the obligations are
expected to be settled, and applied a discountlmateappropriately captures a market participarigsy of the risk associated with the
obligations.

©  The change in fair value is reported as acquisitéated contingent consideration in our Conder@edsolidated Statements of

Operations

Assets and Liabilities Measured at Fair Value orNonrecurring Basis

There were no material impairment charges for assad liabilities measured at fair value on a nouneng basis in periods subsequent to
initial recognition during the three months endedel30, 2011 and 2010.

(4) FINANCIAL INSTRUMENTS
Cash and Cash Equivalents

As of June 30, 2011 and March 31, 2011, our cadicash equivalents were $1,173 million and $1,5#®om, respectively. Cash equivalents
were valued at their carrying amounts as they agprate fair value due to the short maturities @fsth financial instruments.

Short-Term Investments
Short-term investments consisted of the followisgpfJune 30, 2011 and March 31, 2011 (in millions)

As of June 30, 2011 As of March 31, 2011
Cost or Cost or
Amortized Gross Unrealized Fair Amortized Gross Unrealized Fair

Cost Gains Losses Value Cost Gains Losses Value

Corporate bond $ 241 $ 1 $— $24z $ 252 $ 1 $— $252
U.S. Treasury securitie 117 1 — 11¢ 124 — — 124
U.S. agency securitie 117 1 — 11¢€ 10z — — 102
Commercial pape 25 — — 25 18 — — 18
Shor-term investment $ 50 $ 3 $— $502 $ 49 $ 1 $— $497

We evaluate our investments for impairment quartéractors considered in the review of investmarits an unrealized loss include the cre
quality of the issuer, the duration that the failue has been less than the adjusted cost bagisitgef the impairment, reason for the decline
in value and potential recovery period, the finahcbndition and near-term prospects of the inwssteur intent to sell the investments, any
contractual terms impacting the prepayment oresatht process, as well as if we would be requiveskll an investment due to liquidity or
contractual reasons before its anticipated reco\Baged on our review, we did not consider thegestments to be other-than-temporarily
impaired as of June 30, 2011 and March 31, 2011.

The following table summarizes the amortized cost fair value of our shoterm investments, classified by stated maturitpfaiune 30, 201
and March 31, 2011 (in millions):

As of June 30, 2011 As of March 31, 2011
Amortized Amortized
Fair Fair
Cost Value Cost Value
Shor-term investment

Due in 1 year or les $ 221 $22z $ 214 $ 214
Due in 12 years 184 18¢€ 15€ 157
Due in -3 years 95 95 12€ 12€
Shor-term investment $ 50C $503 $ 49¢ $ 497

10
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Marketable Equity Securities

Our investments in marketable equity securitiestof investments in common stock of publiclyded companies and are accounted for as
available-for-sale securities and are recordediavalue. Unrealized gains and losses are recadedcomponent of accumulated other
comprehensive income in stockholders’ equity, fi¢aw, until either the security is sold or we detie that the decline in the fair value of a
security to a level below its adjusted cost basither-than-temporary. We evaluate these invegmienimpairment quarterly. If we conclude
that an investment is other-than-temporarily imgdjmwe will recognize an impairment charge at tima¢ in our Condensed Consolidated
Statements of Operations.

Marketable equity securities consisted of the feilfgy as of June 30, 2011 and March 31, 2011 (ition#):

Gross Gross
Adjusted Unrealized Unrealized
Fair
Cost Gains Losses Value
As of June 30, 2011 $ 32 $ 14C $ — $172
As of March 31, 201. $ 32 $ 12¢ $ — $161

During the three months ended June 30, 2010, vagrézed an impairment charge of $2 million on aweistment in The9. We did not
recognize any impairment charges during the threeths ended June 30, 2011 on our marketable esgityrities. Due to various factors,
including but not limited to, the extent and dusatduring which the market price of this securiggdibeen below its adjusted cost and our it
to hold this security, we concluded the declingatue was other-than-temporary. The impairmentgdéor the three months ended June 30,
2010 is included in loss on strategic investmemisur Condensed Consolidated Statement of Opegation

During the three months ended June 30, 2010, weviett proceeds of $8 million and realized losseB3oillion from selling a portion of our
investment in The9. We did not sell any of our negakle securities during the three months endee 30n2011. The realized losses for the
three months ended June 30, 2010 are included$ndo strategic investments in our Condensed Cidasedl Statement of Operations.

(5) DERIVATIVE FINANCIAL INSTRUMENTS

The assets or liabilities associated with our dgixe instruments and hedging activities are reetrat fair value in other current assets or
accrued and other current liabilities, respectively our Condensed Consolidated Balance Sheet$isAsssed below, the accounting for gains
and losses resulting from changes in fair valueeddp on the use of the derivative instrument anetir it is designated and qualifies for
hedge accounting.

We transact business in various foreign currermieshave significant international sales and exggdsnominated in foreign currencies,
subjecting us to foreign currency risk. We purchiaseign currency option contracts, generally withturities of 15 months or less, to reduce
the volatility of cash flows primarily related torecasted revenue and expenses denominated imderiign currencies. In addition, we util
foreign currency forward contracts to mitigate fgreexchange rate risk associated with foreignenoy-denominated monetary assets and
liabilities, primarily intercompany receivables goayables. The foreign currency forward contraetsegally have a contractual term of
approximately three months or less and are traedawtar month-end. At each quarter-end, the féirevaf the foreign currency forward
contracts generally is not significant. We do neg toreign currency option or foreign currency fard/contracts for speculative or trading
purposes.

Cash Flow Hedging Activities

Our foreign currency option contracts are desighated qualify as cash flow hedges. The effectivenéshe cash flow hedge contracts,
including time value, is assessed monthly usingeggjon analysis, as well as other timing and biibacriteria. To qualify for hedge
accounting treatment, all hedging relationshipsfanmally documented at the inception of the hedmges must be highly effective in offsetting
changes to future cash flows on hedged transacfidreseffective portion of gains or losses resglfiom changes in the fair value of these
hedges is initially reported, net of tax, as a congnt of accumulated other comprehensive inconséoickholdersequity. The gross amount
the effective portion of gains or losses resulfimogn changes in the fair value of these hedgeshiseqquently reclassified into net revenue or
research and development expenses, as appropmitte, period when the forecasted transactiondegeized in our Condensed Consolidated
Statements of Operations. In the event that thesgai losses in accumulated other comprehensiwaria@re deemed to be ineffective, the
ineffective portion of gains or losses resultingnfrchanges in fair value, if any, is reclassifiednterest and other income, net, in our
Condensed Consolidated Statements of Operatioiiselavent that the underlying forecasted transastilo not occur, or it becomes remote
that they will occur, within the defined hedge perithe gains or losses on the related cash flagé®are reclassified from accumulated other
comprehensive income to interest and other incori,in our Condensed Consolidated Statements efalipns. During the reporting perio
all forecasted transactions occurred and, thergfbeee were no such gains or losses reclassiftednterest and other income, net. As of
June 30, 2011, we had foreign currency option eatdrto purchase approximately $14 million in fgre€urrency and to sell approximately
$95 million of foreign currency. All of the foreigrurrency option contracts outstanding as of Juh€811 will mature in the next 12 months.
As of March 31, 2011, we had foreign currency aptiontracts to purchase approximately $40 millioforeign currency and to sell
approximately $10 million of foreign currency. ABJune 30, 2011 and March 31, 2011, the fair valulese outstanding foreign currency
option contracts was immaterial and is includedthrer current assets.
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The effect of the gains and losses from our foreigmency option contracts in our Condensed Codatdd Statements of Operations for the
three months ended June 30, 2011 and 2010 was ériadat

Balance Sheet Hedging Activities

Our foreign currency forward contracts are notgiesied as hedging instruments, and are accounted fderivatives whereby the fair value of
the contracts is reported as other current assetscoued and other current liabilities on our Gamgked Consolidated Balance Sheets, and gain:
and losses resulting from changes in the fair vaheereported in interest and other income, neiumCondensed Consolidated Statements of
Operations. The gains and losses on these foreigarey forward contracts generally offset the gaind losses in the underlying foreign-
currency-denominated monetary assets and liakilitidnich are also reported in interest and othesrime, net, in our Condensed Consolidated
Statements of Operations. As of June 30, 2011,adef@reign currency forward contracts to purchasksell approximately $189 million in
foreign currencies. Of this amount, $117 milliopmesented contracts to sell foreign currenciexahange for U.S. dollars, $51 million to
purchase foreign currency in exchange for U.S.adslhnd $21 million to sell foreign currency in leange for British pounds sterling. As of
March 31, 2011, we had foreign currency forwardtiaats to purchase and sell approximately $187aniiin foreign currencies. Of this
amount, $140 million represented contracts tofeedlign currencies in exchange for U.S. dollard, 88llion to purchase foreign currency in
exchange for U.S. dollars and $16 million to seikign currency in exchange for British poundslstgr The fair value of our foreign currency
forward contracts was immaterial as of June 30,1241d March 31, 2011.

The effect of foreign currency forward contract®imr Condensed Consolidated Statements of Opesdftorthe three months ended June 30,
2011 and 2010 was immaterial.

(6) BUSINESS COMBINATIONS

During the three months ended June 30, 2011, welated two acquisitions that did not have a sigaifit impact on our Condensed
Consolidated Financial Statements.

(7) GOODWILL AND ACQUISITION-RELATED INTANGIBLES, N ET
The changes in the carrying amount of goodwillagdollows (in millions):

Label Segmen Other Segment Total
As of March 31, 201,
Goodwill $ 691 $ 787 $1,47¢
Accumulated impairmer — (36¢) (36¢)
691 41¢ 1,11(
Goodwill acquirec — 21 21
Effects of foreign currency translatis — 1 1
As of June 30, 201
Goodwill 691 80¢ 1,50(
Accumulated impairmer — (36¢) (36¢)
$ 691 $ 441 $1,13:
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Acquisition-related intangibles consisted of thiéof@ing (in millions):

As of June 30, 201: As of March 31, 2011
Gross Gross
Carrying Accumulated Acquisition- Carrying Accumulated Acquisition-
Related Related

Amount Amortization Intangibles, Nei Amount Amortization Intangibles, Net
Developed and core technolo $ 26t $ (187) $ 78 $ 25¢ $ (280) $ 79
Trade names and tradema 90 (73) 17 a0 (70) 20
Registered user base and other intangi 86 (69) 17 86 (64) 22
Carrier contracts and relat 85 (63) 22 85 (62) 23
Total $ 52€ $ (392 % 134 $ 52 $ (376 % 144

Amortization of intangibles for the three monthsled June 30, 2011 and 2010 was $16 million (of vBig million was recognized in cost of
goods sold) and $18 million (of which $3 million sveecognized in cost of goods sold), respectivetyjuisition-related intangible assets are
amortized using the straight-line method over #ssér of their estimated useful lives or the agesererms, typically from two to fourteen
years. As of June 30, 2011 and March 31, 2011wtightec-average remaining useful life for acquisition-tethintangible assets was
approximately 5.1 years for each period.

As of June 30, 2011, future amortization of acdigisirelated intangibles that will be recorded ostof goods sold and operating expenses is
estimated as follows (in millions):

Fiscal Year Ending March 31,

2012 (remaining nine month $ 37
2013 31
2014 20
2015 15
2016 6
Thereaftel _ 25

Total $134

(8) RESTRUCTURING AND OTHER CHARGES
Restructuring and other restructuring plan-relatdéokmation as of June 30, 2011 was as followsiltions):

Fiscal 2011 Restructuring Fiscal 2010 Restructuring Fiscal 2009 Restructuring
Facilities-

Workforce Other Workforce related Other Facilities-related Total

Balances as of March 31, 2010 $ — $ = $ 8 $ 11 $ 7 $ 3 $ 29
Charges to operatiot 13 13t — — 13 — 161
Charges settled in ca 8) (32 8) (6) (15) Q) (70)
Charges settled in n-cash (2) 2) — 1 — — (©)]
Balances as of March 31, 20 3 101 — 6 5 2 117
Charges to operatiot 1) 17 — 1 1 — 18
Charges settled in ca — (9) — (2) (3) — (14)
Balances as of June 30, 2 $ 2 $ 10¢ $ — $ 5 $ 3 $ 2 121

Fiscal 2011 Restructuring

In fiscal year 2011, we announced a plan focusetth@mestructuring of certain licensing and devetaggreements in an effort to improve the
long-term profitability of our packaged goods besis. Under this plan, we amended certain liceramiydeveloper agreements. To a much
lesser extent, as part of this restructuring wewwarkforce reductions and facilities closures tlgiotMarch 31, 2011. Substantially all of these
exit activities were completed by March 31, 2011.
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As part of our fiscal 2011 restructuring plan, vmeesded certain license agreements to terminataiceights we previously had to use the
licensors’ intellectual property. However, undezdh agreements we continue to be obligated tohgagantractual minimum royalty-based
commitments set forth in the original agreementscokdingly, we recognized losses and impairmen&ld® million representing (1) the net
present value of the estimated payments relatéstittinating these rights and (2) writing down asseisociated with these agreements to their
approximate fair value. In addition, for one agreeimthe actual amount of the loss is variablesargject to periodic adjustments as it is
dependent upon the actual revenue we generatetfrogames. Because the loss for one agreemertienilaid in installments through June
2016, our accrued loss was computed using theteféeioterest method. We currently estimate recoiggi in future periods through June 2(
approximately $17 million for the accretion of irget expense related to this obligation. This egeexpense will be included in restructuring
and other charges in our Condensed Consolidateéen®tat of Operations.

In addition, for the development of certain ganves previously entered into publishing agreementh iidependent software developers.
Under these agreements, we were obligated to mayntlependent software developers a predetermimedrat (a “Minimum Guaranteef)por
delivery of a completed product. The independefitvgwe developers were thinly capitalized and tfiegnced the development of products
through bank borrowings. During fiscal year 20hloider to more directly influence the developmenvduct quality and product completion,
we amended these agreements whereby we agreedaicada portion of the Minimum Guarantee priordmpletion of the product which
were used by the independent software developeepty their bank loans. In addition, we are nomgitted to advance the remaining
portion of the Minimum Guarantee during the remagnilevelopment period. As a result, we have nowrasd development risk of the
products.

Because the independent software developers ailg ti@pitalized, our sole ability to recover theriinum Guarantee is effectively through
publishing the software product in development. 8¢® have exclusive rights to exploit the softmaneduct once completed. Therefore, we
concluded that the substance of the arrangeméme isurchase of research and development thatchalbemnative future use and was exper
upon acquisition. Accordingly, we recognized a $8llion charge in our Condensed Consolidated Statgrof Operations during the fiscal
year ended March 31, 2011. In addition, we willogize the remaining portion of the Minimum Guaesnto be advanced during 1
development period as research and developmenhsgpeas the services are incurred.

Since the inception of the fiscal 2011 restructymtan through June 30, 2011, we have incurredgelsanf $164 million, consisting of (1) $121
million related to the amendment of certain liceagsagreements and other intangible asset impairoosts, (2) $31 million related to the
amendment of certain developer agreements, arll@million in employee-related expenses. The $hiltlon restructuring accrual as of
June 30, 2011 related to the fiscal 2011 restringitis expected to be settled by June 2016. Dutiegemainder of fiscal year 2012, we
anticipate incurring approximately $5 million ofteucturing charges related to the fiscal 201 lruegdring (primarily interest expense
accretion).

Overall, including $164 million in charges incurrgdough June 30, 2011, we expect to incur totsh@nd non-cash charges between $180
million and $190 million by June 2016. These chargédl consist primarily of (1) charges, includiagcretion of interest expense, related tc
amendment of certain licensing and developer ageatsrand other intangible asset impairment copisr¢éximately $170 million) and

(2) employee-related costs (approximately $15 omilli

Fiscal 2010 Restructuring

In fiscal year 2010, we announced a restructuriag o narrow our product portfolio to provide giexafocus on titles with higher margin
opportunities. Under this plan, we reduced our iande by approximately 1,100 employees and haved$olidated or closed various
facilities, (2) eliminated certain titles, and (Byurred IT and other costs to assist in reorgagiziertain activities. The majority of these exit
activities were completed by March 31, 2010.

Since the inception of the fiscal 2010 restructymtan through June 30, 2011, we have incurredgelsanf $131 million, consisting of (1) $62
million in employee-related expenses, (2) $46 wnillrelated to intangible asset impairment costandobned rights to intellectual property, and
other costs to assist in the reorganization ofbusiness support functions, and (3) $23 milliomted to the closure of certain of our facilities.
The $8 million restructuring accrual as of JuneZL1 related to the fiscal 2010 restructuringxseeted to be settled by September 2013.
During the remainder of fiscal year 2012, we aptté incurring approximately $5 million of restruighg charges related to the fiscal 2010
restructuring (primarily costs to assist in thergamization of our business support functions).

Overall, including charges incurred through Jung281.1, we expect to incur total cash and non-chsinges of approximately $135 million by
March 31, 2012. These charges consist primarifl pémployee-related costs ($62 million), (2) irgére asset impairment costs, abandoned
rights to intellectual property costs, and othestsdo assist in the reorganization of our busisegport functions (approximately $50 million),
and (3) facilities exit costs ($23 million).
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Fiscal 2009 Restructuring

In fiscal year 2009, we announced a cost redugdian as a result of our performance combined vhigheconomic environment. This plan
included a narrowing of our product portfolio, @uetion in our worldwide workforce of approximately percent, or 1,100 employees, the
closure of 10 facilities, and reductions in othariable costs and capital expenditures.

Since the inception of the fiscal 2009 restructyian through March 31, 2011, we have incurredggmmof $55 million, consisting of (1) $33
million in employee-related expenses, (2) $20 wrillrelated to the closure of certain of our faeisit and (3) $2 million related to asset
impairments. We do not expect to incur any addéiaestructuring charges under this plan. The wesiring accrual of $2 million as of

June 30, 2011 related to the fiscal 2009 restrirgtis expected to be settled by September 2016.

(9) ROYALTIES AND LICENSES

Our royalty expenses consist of payments to (1)esaricensors, (2) independent software develgmerd (3) co-publishing and distribution
affiliates. License royalties consist of paymentsdato celebrities, professional sports organimatimovie studios and other organizations for
our use of their trademarks, copyrights, personélipity rights, content and/or other intellectpabperty. Royalty payments to independent
software developers are payments for the developofentellectual property related to our games:fdlishing and distribution royalties are
payments made to third parties for the deliverpraiducts.

Royalty-based obligations with content licensord distribution affiliates are either paid in advarand capitalized as prepaid royalties or are
accrued as incurred and subsequently paid. Thgsdtydased obligations are generally expenseads$d af goods sold generally at the greater
of the contractual rate for contracts with guaradtminimums, or an effective royalty rate basedhentotal projected net revenue. Prepayn
made to thinly capitalized independent softwareettepers and co-publishing affiliates are genenalfde in connection with the development
of a particular product and, therefore, we are galyesubject to development risk prior to the esle of the product. Accordingly, payments
that are due prior to completion of a product aeeggally expensed to research and developmentlogetevelopment period as the services
incurred. Payments due after completion of the peco@orimarily royalty-based in nature) are gengrakpensed as cost of goods sold.

Our contracts with some licensors include minimunargnteed royalty payments, which are initiallyorgled as an asset and as a liability a
contractual amount when no performance remains théHicensor. When performance remains with tbensor, we record guarantee
payments as an asset when actually paid and abiktyi when incurred, rather than recording theeasnd liability upon execution of the
contract. Royalty liabilities are classified asremt liabilities to the extent such royalty paynseate contractually due within the next 12
months.

Each quarter, we also evaluate the expected fudatezation of our royalty-based assets, as wedrgsunrecognized minimum commitments
not yet paid to determine amounts we deem unliteelye realized through product sales. Any impainsien losses determined before the
launch of a product are charged to research anela@went expense. Impairments or losses deternpiosidlaunch are charged to cost of
goods sold. We evaluate long-lived royalty-basesdissfor impairment generally using undiscountesh dlbows when impairment indicators
exist. Unrecognized minimum royalty-based committeeme accounted for as executory contracts apcefibre, any losses on these
commitments are recognized when the underlyindlétieial property is abandonedé€., cease use) or the contractual rights to use the
intellectual property are terminated. During theethmonths ended June 30, 2011, we recognizedditioadl loss of $15 million representing
an adjustment to our fiscal 2011 restructuring.ibgithe three months ended June 30, 2010, we rexdja loss of $10 million on previously
unrecognized royalty-based commitments. We did@obdgnize any impairment charges during the threeths ended June 30, 2011 and 2010
related to our royalty-based assets.
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The current and long-term portions of prepaid rigaland minimum guaranteed royalty-related assetkided in other current assets and
other assets, consisted of (in millions):

As of As of
June 30 March 31

2011 2011
Other current asse $ 10t $ 89
Other asset 11¢ 22
Royalty-related asse! $ 224 $ 111

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 dirpgialty amounts owed to these parties as acdiaigitities. The current and long-term
portions of accrued royalties, included in accraad other current liabilities and other liabilitieensisted of (in millions):

As of As of
June 30 March 31,
2011 2011
Accrued and other current liabilitis $ 11€ $ 13¢

Other liabilities 71 61
Royalty-related liabilities 187 $ 197

L5

As of June 30, 2011, $109 million of restructuramgruals related to the fiscal 2011 restructurilag s included in royalty-related liabilities in
the table above. See Note 8 for details of reatring and other restructuring plan-related aceatand Note 10 for the details of our accrued
and other current liabilities.

In addition, as of June 30, 2011, we were commtiibeahy approximately $1,000 million to contenthsors, independent software developers
and co-publishing and/or distribution affiliatesit lperformance remained with the counterpaitg.( delivery of the product or content or ot
factors) and such commitments were therefore roatrded in our Condensed Consolidated FinanciaéStants.

(10) BALANCE SHEET DETAILS
Inventories
Inventories as of June 30, 2011 and March 31, 20h%isted of (in millions):

As of As of
June 30 March 31,

2011 2011
Raw materials and work in process $ 2 $ 8
Finished good 73 69
Inventories $ 75 $ 77
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Property and Equipment, Net
Property and equipment, net, as of June 30, 20d Manch 31, 2011 consisted of (in millions):

5 Lfl\’lseol’t 0 szrihogl,

2011 2011
Computer equipment and softws $ 49¢ $ 504
Buildings 35€ 35¢E
Leasehold improvemen 10€ 10&
Office equipment, furniture and fixtur 68 67
Land 66 66
Warehouse equipment and otl 9 1C
Construction in progres 30 20
1,131 1,127
Less: accumulated depreciati (615 (619
Property and equipment, r $ 51€ $ bit

Depreciation expense associated with property gageent was $25 million and $28 million for theeb months ended June 30, 2011 and
2010, respectively.

Acquisition-Related Restricted Cash Included in @thCurrent Assets and Other Assets

In connection with our acquisition of Playfish isdal year 2010, we deposited $100 million intaceanrow account to pay the former
shareholders of Playfish in the event certain perémce milestones through December 31, 2011 aievath Through the three months ended
June 30, 2011, no distributions were made fronreél&ricted cash amount. As this deposit is restioh nature, it is excluded from cash and
cash equivalents. As of June 30, 2011 and MarcR@D] the entire amount is included in other curessets on our Condensed Consolidated
Balance Sheets.

Accrued and Other Current Liabilities
Accrued and other current liabilities as of JuneZIl1 and March 31, 2011 consisted of (in milljons

As of As of
June 30 March 31,

2011 2011
Other accrued expenses $ 308 $ 35¢
Accrued compensation and bene 14¢ 232
Accrued royaltie: 78 96
Deferred net revenue (othe 74 81
Accrued and other current liabiliti $ 604 $ T76¢

Deferred net revenue (other) includes the defefralibscription revenue, deferrals related to auitZerland distribution business, advertising
revenue, licensing arrangements, and other reviamwehich revenue recognition criteria has not berest.

Deferred Net Revenue (Packaged Goods and Digitahteat)

Deferred net revenue (packaged goods and digitakot) was $530 million as of June 30, 2011 an@@3 million as of March 31, 2011.
Deferred net revenue (packaged goods and digitakat) includes the unrecognized revenue from (hdked sales of certain online-enabled
packaged goods and digital content for which eitheido not have vendor-specific objective evidesickir value (“VSOE”) for the online
service that we provide in connection with the sdlthe software or we have an obligation to previdture incremental unspecified digital
content, (2) certain packaged goods sales of negamultiplayer online role-playing games, and ¢8)es of certain incremental content
associated with our core subscription servicesahatonly be played online, which are types of ‘hmitransactions.” We recognize revenue
from sales of online-enabled packaged goods arithbggntent for which (1) we do not have VSOE tioe online service that we provided in
connection with the sale and (2) we have an obtigab deliver incremental unspecified digital camttin the future without an additional fee
on a straight-line basis generally over an estichate-month period beginning in the month afteipsiént. However, we expense the cost of
goods sold related to these transactions duringehied in which the product is delivered (ratheart on a deferred basis).
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(11) INCOME TAXES

We estimate our annual effective tax rate at tlieafreach quarterly period, and we record the fieceof certain discrete items, which are
unusual or occur infrequently, in the interim pdrino which they occur, including changes in judgiredmout deferred tax valuation allowances.
In addition, jurisdictions with a projected loss fbe year, jurisdictions with a year-to-date leggere no tax benefit can be recognized, and
jurisdictions where we are unable to estimate aruaheffective tax rate are excluded from the estét annual effective tax rate. The impa
such an exclusion could result in a higher or loaféective tax rate during a particular quarterelating on the mix and timing of actual
earnings versus annual projections.

We recognize deferred tax assets and liabilitie®&dh the expected impact of differences betwaerfinancial statement amount and the tax
basis of assets and liabilities and for the expkfiteure tax benefit to be derived from tax losard tax credit carry forwards. We record a
valuation allowance against deferred tax assetsithie considered more likely than not that albgportion of our deferred tax assets will not
be realized. In making this determination, we &auired to give significant weight to evidence tbat be objectively verified. It is generally
difficult to conclude that a valuation allowancenst needed when there is significant negativeesdd, such as cumulative losses in recent
years. Forecasts of future taxable income are deril to be less objective than past results,qudatly in light of the economic environme
Therefore, cumulative losses weigh heavily in therall assessment. Based on the assumptions anider®gnts noted above, we have
recorded a valuation allowance against most olb8r. deferred tax assets. In addition, we expeptdwide a valuation allowance on future
U.S. tax benefits until we can sustain a levelrofipability or until other significant positive @ence arises that suggest that these benefits are
more likely than not to be realized.

The tax provision reported for the three monthseeniline 30, 2011 is based on our projected anffeatiee tax rate for fiscal year 2012, and
also includes certain discrete tax benefits reambleing the period. Our effective tax rates far three months ended June 30, 2011 and
June 30, 2010 were a tax provision of 3.9 percedtaatax benefit of 3.4 percent, respectively. &fiective tax rate for the three months ended
June 30, 2011 differs from the statutory rate ab3&ercent primarily due to the utilization of Ud&ferred tax assets which were subject to a
valuation allowance and non-U.S. profits subjec teduced or zero tax rate. The effective taxf@téhe three months ended June 30, 2011
differs from the same period in fiscal year 201linarrily due to greater tax benefits recorded indls/ear 2011 related to the expiration of
statutes of limitations.

During the three months ended June 30, 2011, weded a net increase of $5 million in gross unredeyp tax benefits. The total gross
unrecognized tax benefits as of June 30, 201178 $allion, of which approximately $40 million wadibe offset by prior cash deposits to tax
authorities for issues pending resolution. A peortid our unrecognized tax benefits will affect efiective tax rate if they are recognized upon
favorable resolution of the uncertain tax positioks of June 30, 2011, if recognized, approxima$l@9 million of the unrecognized tax
benefits would affect our effective tax rate angragimately $125 million would result in adjustmend deferred tax assets with correspon
adjustments to the valuation allowance.

As of June 30, 2011, the combined amount of accintedest and penalties related to uncertain taktjpos included in income tax obligations
on our Condensed Consolidated Balance Sheet wasxamately $24 million, as compared to the same @mat March 31, 2011.

The IRS has completed its examination of our fddac@me tax returns through fiscal year 2005, snclirrently examining our fiscal years
2006, 2007 and 2008 tax returns. We are also dlyrender income tax examination in Canada fordigears 2004 and 2005, and in France
for fiscal years 2006 through 2008. We remain stthijeincome tax examination for several othersdidtions including Canada for fiscal ye
after 2001, in France for fiscal years after 2008 ermany for fiscal years after 2007, in the ©diKingdom for fiscal years after 2009, and in
Switzerland for fiscal years after 2007.

On January 18, 2011, we received a Corporationclatf Reassessment (the “Notice”) from the CanasleeRue Agency (“CRA”") claiming
that we owe additional taxes, plus interest andhjbiers, for the 2004 and 2005 tax years. The inergal tax liability asserted by the CRA is
$44 million, excluding interest and penalties. Nwtice primarily relates to transfer pricing in eaetion with the reimbursement of costs for
services rendered to our U.S. parent company byboar subsidiaries in Canada. We do not agrek thi2 CRA'’s position and we have filed
a Notice of Objection with the appeals departménihe CRA. We do not believe the CRA'’s position haexit and accordingly, we have not
adjusted our liability for uncertain tax positioas a result of the Notice. If, upon resolution,ave required to pay an amount in excess of our
liability for uncertain tax positions for this matf the incremental amounts due would result iritexfil charges to income tax expense. In
determining such charges, we would consider whethgrcorrelative relief should be included in theri of additional tax deductions in the
U.S should we decide to seek such relief.
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The timing of the resolution of income tax examioas is highly uncertain, and the amounts ultimagelid, if any, upon resolution of the
issues raised by the taxing authorities may diffaterially from the amounts accrued for each y&kihough potential resolution of uncertain
tax positions involve multiple tax periods and §dlictions, it is reasonably possible that a reduotif up to $60 million of the reserves for
unrecognized tax benefits may occur within the dextmonths, some of which, depending on the natfitliee settlement or expiration of
statutes of limitations, may affect our income paavision (benefit) and therefore benefit the riasgleffective tax rate. The actual amount
could vary significantly depending on the ultiméiteing and nature of any settlements.

(12) COMMITMENTS AND CONTINGENCIES
Lease Commitments

As of June 30, 2011, we leased certain of our atifeeilities, furniture and equipment under nomaaable operating lease agreements. We
were required to pay property taxes, insurancenanchal maintenance costs for certain of theseifi@siland any increases over the base year
of these expenses on the remainder of our fagilitie

Development, Celebrity, League and Content Licenggsyments and Commitments

The products we produce in our studios are designddcreated by our employee designers, artidisya® programmers and by non-
employee software developers (“independent art@tsthird-party developers”). We typically advangevelopment funds to the independent
artists and third-party developers during developinaé our games, usually in installment paymentslenapon the completion of specified
development milestones. Contractually, these paysreme generally considered advances against sudasexpyalties on the sales of the
products. These terms are set forth in written exgents entered into with the independent artisdstiaind-party developers.

In addition, we have certain celebrity, league eoitent license contracts that contain minimum goi@e payments and marketing
commitments that may not be dependent on any delies. Celebrities and organizations with whomhaee contracts include: FIFA,
FIFPRO Foundation, FAPL (Football Association Prentieague Limited), and DFL Deutsche FuR3ball LigabBl (German Soccer League)
(professional soccer); National Basketball Assdaafprofessional basketball); PGA TOUR and Tigesdlls (professional golf); National
Hockey League and NHL Players’ Association (prafesal hockey); Warner Bros. (Harry Potter); NatibReotball League Properties,
PLAYERS Inc., and Red Bear Inc. (professional fadjb Collegiate Licensing Company (collegiate foal); ESPN (content in EA SPORTS
games); Hasbro, Inc. (most of Hasbro’s toy and getedlectual properties); and LucasArts and Lucagnsing (Star Wars: The Old
Republic). These developer and content license doments represent the sum of (1) the cash paynuer@sinder non-royalty-bearing licenses
and services agreements and (2) the minimum gueedmayments and advances against royalties des toydhlty-bearing licenses and
services agreements, the majority of which are itimmél upon performance by the counterparty. Thegg@mum guarantee payments and any
related marketing commitments are included in #iet below.

The following table summarizes our unrecognizediminn contractual obligations as of June 30, 204 Iillions):

Contractual Obligations

Developer/ Other

Licensor Purchase
Fiscal Year Ending March 31, Leases (@ Commitments Marketing Obligations Total
2012 (remaining nine month $ 35 $ 13¢€ $ 98 $ 10 $ 281
2013 50 19¢ 38 3 28¢
2014 43 12¢€ 68 3 24C
2015 29 10¢€ 32 2 16¢
2016 20 84 33 — 137
Thereaftel 14 34¢ 95 — 457
Total $ 191 $ 1,00( $ 364 $ 18 $1,57:

®  Lease commitments have not been reduced by minisulriease rentals for unutilized office space tesyfrom our reorganization
activities of approximately $11 million due in theure under nao-cancelable si-leases
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The amounts represented in the table above refleainrecognized minimum cash obligations for #spective fiscal years, but do not
necessarily represent the periods in which thelyheilrecognized and expensed in our Condensed Gaeisal Financial Statements. In
addition, the amounts in the table above are pteddrased on the dates the amounts are contractiued] however, certain payment
obligations may be accelerated depending on tHenpeance of our operating results.

In addition to what is included in the table aboa® of June 30, 2011, we had a liability for unggiped tax benefits and an accrual for the
payment of related interest totaling $240 milliohwhich approximately $40 million is offset by pricash deposits to tax authorities for issues
pending resolution. For the remaining liability, e unable to make a reasonably reliable estinfatdien cash settlement with a taxing
authority will occur.

In addition to what is included in the table abageof June 30, 2011, in connection with our actjaiss, we may be required to pay an
additional $110 million of cash consideration thghuMarch 31, 2014, that is contingent upon theaahinent of certain performance
milestones. As of June 30, 2011, we have accrudd$liion of contingent consideration on our Consleth Consolidated Balance Sheet.

Legal Proceedings

We are subject to claims and litigation arisinghia ordinary course of business. We do not belibaeany liability from any reasonably
foreseeable disposition of such claims and litmatindividually or in the aggregate, would havaaterial adverse effect on our Condensed
Consolidated Financial Statements.

(13) STOCK-BASED COMPENSATION
Valuation Assumptions

We are required to estimate the fair value of stased payment awards on the date of grant. We@mném compensation costs for stock-based
payment awards to employees based on the granfadat@lue using a straight-line approach overdaevice period for which such awards are
expected to vest.

We determine the fair value of our share-based paym@wards as follows:

» Restricted Stock Units, Restricted Stock, and Padace-Based Restricted Stock Un. The fair value of restricted stock uni
restricted stock, and performance-based restrgtteek units (other than market-based restricteckstmits) is determined based on
the quoted market price of our common stock ordtte of grant. Performance-based restricted stoitk include grants made
(1) to certain members of executive managementaifyngranted in fiscal year 2008 and (2) in cortietwith certain acquisition

» Market-Based Restricted Stock Un. Marke-based restricted stock units consist of grantsediopmanc-based restricted stor
units granted during the three months ended Jun2(( to certain members of executive managemeferf{ed to herein as
“market-based restricted stock units”). The failuesof our market-based restricted stock unitetgnined using a Monte-Carlo
simulation model. Key assumptions for the Montel@€aimulation model are the rigkee interest rate, expected volatility, expec
dividends and correlation coefficiel

» Stock Options and Employee Stock Purchase PTéme fair value of stock options and stock purehdghts granted pursuant to our
equity incentive plans and our 2000 Employee Staichase Plan ("ESPP”), respectively is determirgdg the Black-Scholes
valuation model based on the multiple-award vatunathethod. Key assumptions of the Black-Scholegatain model are the risk-
free interest rate, expected volatility, expectrthtand expected dividenc

The determination of the fair value of market-bassdricted stock units, stock options and ESR®fécted by assumptions regarding
subjective and complex variables. Generally, osuagtions are based on historical information amigjinent is required to determine if
historical trends may be indicators of future ountes.
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The estimated assumptions used in the Black-Schalestion model to value our stock option granésenas follows:

Three Months Ended

June 30,
2011 2010
Risk-free interest rat 1.0- 1.8% 1.2- 2.4%
Expected volatility 40- 41% 41 - 44%
Weightec-average volatility 40% 43%
Expected tern 4.4 year 4.4 year
Expected dividend None None

The estimated assumptions used in the Monte-Cemlolation model to value our market-based resttict®ck units were as follows:

Three Months Endec

June 30,
2011
Risk-free interest rate 0.2- 0.6%
Expected volatility 14 - 83%
Weighte-average volatility 35%
Expected dividend None

There were no market-based restricted stock ualtsed during the three months ended June 30, 20d@@ESPP shares valued during the
three months ended June 30, 2011 and 2010.

Stock-Based Compensation Expense

Employee stoclbased compensation expense recognized duringrie ithonths ended June 30, 2011 and 2010 was daftilased on awar
ultimately expected to vest and has been redugeektonated forfeitures. In subsequent periodactfial forfeitures differ from those estima
an adjustment to stock-based compensation expetideewecognized at that time.

The following table summarizes stock-based compganrsaxpense resulting from stock options, restdcitock, restricted stock units and the
ESPP included in our Condensed Consolidated StatsméOperations (in millions):

Three Months Ended

June 30,
2011 2010
Cost of goods sold $ 1 $ 1
Marketing and sale 5 4
General and administrati\ 9 12
Research and developmt 23 30
Stock-based compensation expel $ 38 $ 47

During the three months ended June 30, 2011 an@, 204 did not recognize any provision for or beniefm income taxes related to our
stock-based compensation expense.

As of June 30, 2011, our total unrecognized comgEms cost related to stock options was $28 milkowd is expected to be recognized over a
weightedaverage service period of 1.2 years. As of Jun@@01, our total unrecognized compensation coatedlto restricted stock, restric
stock units and notes payable in shares of comrumk écollectively referred to as “restricted staahts”) was $388 million and is expectec
be recognized over a weighted-average servicegefi@.2 years. Of the $388 million of unrecognizetnpensation cost above, $24 million
relates to performance-based restricted stock tomitshich we ceased recognizing stock-based cosgiem expense during fiscal year 2010
because we determined that the performance attainwes neither probable nor improbable of achievgme

21



Table of Contents

Stock Options
The following table summarizes our stock optioriatyt for the three months ended June 30, 2011:

Weighted- Average

Weighted- Remaining Aggregate
Options Average Contractual Term Intrinsic Value
(in thousands Exercise Price (in years) (in millions)
Outstanding as of March 31, 2011 12,89¢ $ 31.3¢
Granted 10t 22.1¢
Exercisec (711 19.8¢
Forfeited, cancelled or expire (698 23.3¢
Outstanding as of June 30, 2C 11,59¢ 32.5( 5.02 $ 29
Exercisable as of June 30, 2C 8,77¢ 35.6¢ 4.2(C $ 15

The aggregate intrinsic value represents the potatax intrinsic value based on our closing steé&e as of June 30, 2011, which would have
been received by the option holders had all thengtolders exercised their options as of that.dete weighted-average grant date fair values
of stock options granted during the three montttednJune 30, 2011 and 2010 were $7.70 and $6 gfgeatvely. We issue new common
stock from our authorized shares upon the exeofiséock options.

Restricted Stock Rights

The following table summarizes our restricted stagkts activity, excluding performance-based aratkat-based restricted stock unit activity
discussed below, for the three months ended Jun203Q.:

Restricted Stocl

Weighted-
Rights Average Grant
(in thousands) Date Fair Value
Balance as of March 31, 20 13,97 $ 22.01
Granted 6,99¢ 22.3¢
Vested (2,370 22.4:
Forfeited or cancelle (669 19.91
Balance as of June 30, 20 17,93 22.1¢

The weighted-average grant date fair values ofiotstl stock rights granted during the three moetidedlune 30, 2011 and 2010 were $2.
and $17.65, respectively.

Performance-Based Restricted Stock Units
The following table summarizes our performance-tasstricted stock unit activity for the three mmnended June 30, 2011:

Performance-
Based Restrictel
Weighted-
Stock Units Average Grant
(in thousands) Date Fair Value
Balance as of March 31, 2011 1,99: $ 47.0(
Forfeited or cancelle (169) 20.01
Balance as of June 30, 20 1,82/ 49.5(
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Market-Based Restricted Stock Units

During the three months ended June 30, 2011, weepa@ 70,000 market-based restricted stock unitetmin members of executive
management with a weighted average fair value 4f&3per unit. Our markétased restricted stock units vest contingent uperathieveme

of pre-determined market and service conditionthdse market conditions are not met but serviogitions are met, the restricted stock units
will not vest; however, any compensation expenséae recognized to date will not be reversed.imaber of shares of common stock tc
received at vesting will range from zero percer®@0 percent of the target number of stock unitetan our total stockholder return (“TSR”)
relative to the performance of companies in the RA®-100 Index for each measurement period overeetljear period.

Stock Repurchase Program

On February 1, 2011, our Board of Directors autteatia program to repurchase up to $600 millionusfommmon stock over the next 18
months. The timing and actual amount of the stegurchases will depend on several factors inclugiige, capital availability, regulatory
requirements, alternative investment opportunied other market conditions. We are not obligategepurchase any specific number of
shares under the program and the repurchase pragegnbe modified, suspended or discontinued atiamg. During three months ended
June 30, 2011, we repurchased and retired appréadynd@million shares of our common stock for apgmuately $91 million, net of
commissions.

Annual Meeting of Stockholders

At our Annual Meeting of Stockholders, held on J28; 2011, our stockholders approved (1) an amenttoeur 2000 Equity Incentive Plan
(the “Equity Plan}to increase the number of shares authorized foaigse under the Equity Plan by 10 million shares(@h) an amendment
the ESPP to increase the number of shares autbarimder the ESPP by 3.5 million shares.

(14) COMPREHENSIVE INCOME (LOSS)

We classify items of other comprehensive incomsgjdoy their nature in a financial statement asgldy the accumulated other
comprehensive income balance separately from eda@arnings (accumulated deficit) and paid-in ehpitthe equity section of our balance
sheets. Accumulated other comprehensive incomeapitymincludes foreign currency translation adjustits and the net of tax amounts for
unrealized gains (losses) on available-for-salerdées and derivative instruments designated ah law hedges. Foreign currency translation
adjustments are not adjusted for income taxesegsriiate to indefinite investments in non-U.S.ssdiaries.

The change in the components of comprehensive iadtas), net of related immaterial taxes, forttiree months ended June 30, 2011 and
2010 is summarized as follows (in millions):

Three Months Ended

June 30,
2011 2010

Net income $ 221 $ 96
Other comprehensive income (los

Change in unrealized gains (losses) on avai-for-sale securitie 13 (89)

Reclassification adjustment for realized losses\ailablefor-sale securitie — 5

Change in unrealized gains on derivative instrus) — (D)

Reclassification adjustment for realized lossesd@nivative instrument 2 1

Foreign currency translation adjustme 6 (31)

Total other comprehensive income (lo 21 11F

Total comprehensive income (los $ 242 $ (a9

(15) NET INCOME PER SHARE

The following table summarizes the computationbasic earnings per share (“Basic EPS”) and diletethings per share (“Diluted EPS”).
Basic EPS is computed as net income divided by#ighted-average number of common shares outstgifidiirthe period. Diluted EPS
reflects the potential dilution that could occwrfr common shares issuable through stock-based cmafen plans including stock options,
restricted stock, restricted stock units, and comstock through the ESPP using the treasury statkad.
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Three Months Ended

June 30,

(In millions, except per share data) 2011 2010
Net income $ 221 $ 96
Shares used to compute net income per s

Weighte-average common stock outstand- basic 331 32¢

Dilutive potential common shart 6 4

Weighte-average common stock outstand- diluted 337 332
Net income per shar

Basic $ 067 $ 0.2¢

Diluted $ 066 $ 0.2¢

Options to purchase restricted stock units andicestl stock to be released in the amount of 18anishares and 20 million shares of common
stock were excluded from the computation of dilugbdres for the three months ended June 30, 2@L2CHD, respectively, as their inclusion
would have had an antidilutive effect. For the ¢hneonths ended June 30, 2011 and 2010, the weighiezdge exercise prices of these shares
were $29.95 and $23.01 per share, respectively.

(16) SEGMENT INFORMATION

Our reporting segments are based upon: our intengahizational structure; the manner in which aperations are managed; the criteria used
by our Chief Executive Officer, our Chief OperatiDgcision Maker (“CODM?”), to evaluate segment perfance; the availability of separate
financial information; and overall materiality cassrations.

Our business is currently organized around thregaiing labels, EA Games, EA SPORTS and EA Plawedlsas EA Interactive. Our CODM
regularly receives separate financial informationdistinct businesses within the EA Interactivgagiization, including EA Mobile, the
combined results of Pogo and Playfish, and Haghkeoordingly, in assessing performance and allogatasources, our CODM reviews the
results of our three Labels, as well as the opggaegments in EA Interactive, including EA Mobilee combined results of Pogo and Play!
and Hasbro. Due to their similar economic charésties, products, and distribution methods, EA GangA SPORTS, EA Play, and Hasbro’s
results are aggregated into one Reportable SedhentLabel segment”) as shown below. The remaimipgrating segments’ results are not
material for separate disclosure and are includebe reconciliation of Label segment profit (losspur consolidated operating income below.
In addition to assessing performance and allocatsgurces based on our operating segments asbadesberein, to a lesser degree, our
CODM also reviews results based on geographic paehnce.

The following table summarizes the financial pemiance of the Label segment and a reconciliatiche@tabel segment’s profit (loss) to our
consolidated operating income for the three moattted June 30, 2011 and 2010 (in millions):

Three Months Ended

June 30,
2011 2010
Label segment
Net revenue before revenue defe $ 40¢ $ 43C
Depreciation and amortizatic (12) (12)
Other expense (44%) (41€)
Label segment profit (los: 47 3
Reconciliation to consolidated operating incol
Other:
Revenue deferr: (250 (31¢)
Recognition of revenue deferi 72t 594
Other net revenu 11¢& 10¢
Depreciation and amortizatic (30 (35)
Other expense (28€) (255)
Consolidated operating incor $ 227 $ 98
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Label segment profit (loss) differs from consol&thbperating income primarily due to the exclusib(il) certain corporate and other
functional costs that are not allocated to the Llal@) the deferral of certain net revenue relatednline-enabled packaged goods and digital
content (see Note 10 of the Notes to Condenseddlidated Financial Statements), and (3) the resiflESA Mobile, the combined results of
Pogo and Playfish, and our Switzerland distributievenue that has not been allocated to the LabBelsCODM reviews assets on a
consolidated basis and not on a segment basis.

Information about our total net revenue by platfdanthe three months ended June 30, 2011 and BQif@sented below (in millions):

Three Months Ended

June 30,
2011 2010
Consoles
Xbox 360 $ 34t $ 262
PLAYSTATION 3 30¢ 20¢
Wii 42 40
PlayStation Z 3 11
Total console: 69¢ 522
PC 20& 18€
Mobile and handhelc
Mobile 57 52
PSP 11 19
Nintendo DS 8 11
Total mobile and handhelt 76 82
Other 20 25
Total net revenu $ 99¢ $ 81t

Information about our operations in North AmeriEarope and Asia as of and for the three monthsdeddee 30, 2011 and 2010 is presented
below (in millions):

Three Months Ended

June 30,
2011 2010
Net revenue from unaffiliated customa
North America $ 501 $ 451
Europe 43¢ 317
Asia 60 47
Total $ 99¢ $ 81t
As of June 30,
2011 2010
Long-lived asset:
North America $1,28¢ $1,32¢
Europe 44C 432
Asia 53 34
Total $1,78. $1,791

Our direct sales to GameStop Corp. representecrippately 18 percent and 14 percent of total ne¢mee for the three months ended
June 30, 2011 and 2010, respectively. Our dirdesga Wal-Mart Stores Inc. did not exceed 10 petroé total net revenue for the three
months ended June 30, 2011. Our direct sales teM#al Stores Inc. represented approximately 11gmdrof total net revenue for the three
months ended June 30, 2010.

(17) IMPACT OF RECENTLY ISSUED ACCOUNTING STANDARDS

In May 2011, the FASB issued ASU 2011-64jr Value Measurement (Topic 820): Amendmentsctieve Common Fair Value Measuremnr
and Disclosure Requirements in U.S. GAAP and IFR®& amendments in this ASU generally represeamnification of Topic 820, but also
include instances where a particular principlesguirement for measuring fair value or disclosmigimation about fair value measurements
has changed. This update results in common priegighd requirements for measuring fair value andigzlosing information about fair value
measurements in accordance with U.S. Generally gtedeAccounting Principles and International FirahReporting Standards. The
amendments are effective for interim and annudbgsrbeginning after December 15, 2011 and are tapplied prospectively. We do not
expect the adoption of ASU 2011-04 to have a maltéripact on our Condensed Consolidated Finand¢&kesents.
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In June 2011, the FASB issued ASU 201108mprehensive Income (Topic 22@resentation of Comprehensive IncomeésU 2011-05
requires one of two alternatives for presenting prghensive income and eliminates the option tonteggther comprehensive income and its
components as a part of the Consolidated StaternéSt®ckholders’ Equity. ASU 2011-05 also requipessentation on the face of the
financial statements reclassification adjustmeotstéms that are reclassified from other comprshenincome to net income in the statement
(s) where the components of net income and the oasds of other comprehensive income are presehtedamendments in ASU 2011-05
do not change the items that must be reportedhieraomprehensive income or when an item of otbenprehensive income must be
reclassified to net income. ASU 2011-05 is effeefior fiscal years and interim periods within thgsars beginning after December 15, 2011
and is to be applied retrospectively. We do notekphe adoption of ASU 2011-05 to have a mataripbhct on our Condensed Consolidated
Financial Statements.

(18) SUBSEQUENT EVENTS
PopCap Games, Inc. Acquisition

On July 11, 2011, we entered into an agreementdaiee all of the outstanding shares of PopCap Gaine. Under the terms of the
agreement, we will pay (1) approximately $650 moiilin cash, (2) approximately $100 million in ptieiy placed shares of our common stock
to the founders and chief executive officer of PapCand (3) up to approximately $50 million in letegm equity retention arrangements in the
form of restricted stock unit awards and optionadquire our common stock to be granted over théfoer years to PopCap employees
joining us. PopCap is a leading provider of ganoesrfobile phones, tablets, PCs, and social netwibels. This acquisition accelerates
participation in social gaming and contributes to digital business. The purchase price is sultgeapward adjustment for the amount of
unrestricted cash held by PopCap at the closingdamthward adjustment for any indebtedness of Po@dfor certain transaction expenses
incurred by PopCap in connection with the acquisiti

In addition, we may be required to pay additioreaiiable cash consideration that is contingent tperachievement of certain performance
milestones through December 31, 2013. The additimoasideration is limited to a maximum of $550Iroil.

Offering of $632.5 million 0.75% Convertible Senidtotes Due 2016

On July 14, 2011, we entered into a Purchase Ageae(the “Purchase Agreement”) with Morgan Star#e@o. LLC, as representative of the
initial purchasers (collectively, the “Initial Purasers”) with respect to the offer and sale of $%flllon aggregate principal amount of our
0.75% Convertible Senior Notes due 2016 (the “Hiotes”). We also granted the Initial Purchasersption to purchase up to an additional
$82.5 million principal amount of notes (the “Addital Notes” and together with the Firm Notes, tNetes”) solely to cover over-allotments.
The Initial Purchasers exercised their option tacpase the maximum amount of the Additional Noteguly 15, 2011. The Purchase
Agreement includes customary representations, wiesaand covenants. Under the terms of the Puechgeeement, we have agreed to
indemnify the Initial Purchasers against certaabilities.
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Also on July 14, 2011, in connection with the prgiof the Notes, and on July 18, 2011, in connaatiih the Initial Purchasers’ exercise of
their over-allotment option, we entered into prélgtnegotiated convertible note hedge transacfittres“Hedge Transactions”) with certain
option counterparties (the “Option Counterpartie¥he Hedge Transactions cover, subject to custparai-dilution adjustments,
approximately 19.9 million shares of our commorcktavhich is equal to the number of shares of @ammon stock that will initially underlie
the Notes. These transactions are expected toedbagotential dilution with respect to our comnsteck upon conversion of the Notes.
Separately, we have also entered into privatelytigtgd warrant transactions with the Option Corpaties to purchase, subject to customary
anti-dilution adjustments, approximately 19.9 roitlishares of our common stock, with a strike poic®41.14 (the “Warrant Transactions”).
The Warrant Transactions will have a dilutive eff@ith respect to our common stock to the exteat the market price per share of its
common stock exceeds the strike price of the wésramn or prior to the expiration date of the watsa®ur cost of the Hedge Transactions,
after taking into account our proceeds from the NfarTransactions, is approximately $42.3 million.

On July 20, 2011, in connection with the issuarfadi® Notes, we entered into an Indenture (theéhtdre”) with respect to the Notes with
U.S. Bank National Association, as Trustee (thai$tee”).Under the Indenture, the Notes will be our senitgacured obligations and will p
interest semiannually at a rate of 0.75 percenapaum. The Notes will be convertible into shafesus common stock at an initial conversion
rate of 31.5075 shares per $1,000 principal amotiNDtes (equivalent to an initial conversion prafeapproximately $31.74 per share). The
initial conversion price represents a premium op8&ent to the $23.51 per share closing pricauotommon stock on July 14, 2011.

Prior to April 15, 2016, the notes will be conviléi only upon the occurrence of certain eventsdamihg certain periods, and thereafter, at any
time until the close of business on the seconddided trading day immediately preceding the matutite of the notes. Interest on the notes
will be payable semiannually in arrears at a rét@. 05 percent per annum on January 15 and Jubf #ach year, beginning on January 15,
2012. The notes will mature on July 15, 2016, unf@gviously purchased or converted in accordanttetheir terms prior to such date.

The conversion rate is subject to customary amtitidh adjustments, but will not be adjusted foy accrued and unpaid interest. Following
certain corporate events described in the Inderhateoccur prior to the maturity date, the conimrsate will be increased for a holder who
elects to convert its Notes in connection with scatporate event in certain circumstances. Thesnate not redeemable prior to maturity, and
no sinking fund is provided for the Notes.

Upon conversion of the Notes, holders will receiash up to the principal amount of each Note, aiydexcess conversion value will be
delivered in shares of our common stock.

If we undergo a “fundamental change,” as defineth@lndenture, subject to certain conditions, Brddnay require us to purchase for cash all
or any portion of their Notes. The fundamental gepurchase price will be 100 percent of the ppalcamount of the Notes to be purchased
plus any accrued and unpaid interest up to buueiuaf the fundamental change purchase date.

The Indenture contains customary terms and covepaaiuding that upon certain events of defauttusdng and continuing, either the Trus
or the holders of at least 25 percent in princgrabunt of the outstanding Notes may declare 10€epéof the principal and accrued and
unpaid interest on all the Notes to be due andlgaya
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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 batdreets of Electronic Arts Inc. and subsidiaribe Company) as of July 2, 2011 and
July 3, 2010, the related condensed consolidatdédraents of operations and cash flows for the threeth periods ended July 2, 2011 and
July 3, 2010. These condensed consolidated finbsteilements are the responsibility of the Companyanagement.

We conducted our reviews in accordance with thedstads of the Public Company Accounting Oversigbaml (United States). A review of
interim financial information consists principally applying analytical procedures and making ingsiof persons responsible for financial i
accounting matters. It is substantially less inpgctihan an audit conducted in accordance withtdredards of the Public Company Accounting
Oversight Board (United States), the objective bfal is the expression of an opinion regardingfit@ncial statements taken as a whole.
Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any mahtaodifications 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 withdsaahs of the Public Company Accounting Oversighamio(United States), the consolidated
balance sheet of Electronic Arts Inc. and subsiesaas of April 2, 2011, and the related consodidattatements of operations, stockholders’
equity and comprehensive loss, and cash flowshorear then ended (not presented herein); andrireport dated May 24, 2011, we
expressed an unqualified opinion on those condelitiinancial statements. In our opinion, the infation set forth in the accompanying
condensed consolidated balance sheet as of A0 is fairly stated, in all material respeatstélation to the consolidated balance sheet
from which it has been derived.

/sl KPMG LLP

Mountain View, California
August 9, 2011
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ltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
CAUTIONARY NOTE ABOUT FORWARD -LOOKING STATEMENTS

This Quarterly Report contains forward-looking statements within the meaning of the Private Securitiekitigation Reform Act of 1995.
All statements, other than statements of historicaflact, made in this Quarterly Report are forward looking. Examples of forward-
looking statements include statements related to @ustry prospects, our future economic performancericluding anticipated revenues
and expenditures, results of operations or financigosition, and other financial items, our businesglans and objectives, including our
intended product releases, and may include certaiassumptions that underlie the forward-looking statenents. We use words such as
“anticipate,” “believe,” “expect,” “intend,” “estim ate” (and the negative of any of these terms), “fure” and similar expressions to help
identify forward-looking statements. These forwardlooking statements are subject to business and eammic risk and reflect
management’s current expectations, and involve suégts that are inherently uncertain and difficult to predict. Our actual results could
differ materially from those in the forward-looking statements. We will not necessarily update inforntaon if any forward-looking
statement later turns out to be inaccurate. Risksrad uncertainties that may affect our future resultsinclude, but are not limited to,
those discussed in this report under the heading “Bk Factors” in Part Il, ltem 1A, as well as in our Annual Report on Form 10-K for
the fiscal year ended March 31, 2011 as filed witthe Securities and Exchange Commission (“SEC”) on Ky 24, 2011 and in other
documents we have filed with the SEC.

OVERVIEW

The following overview is a high-level discussidnoair operating results, as well as some of thedseand 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, 2011, as well as our future prospects Jurnmary is not intended to be exhaustive, nibiinsended to be a substitute for the detailed
discussion and analysis provided elsewhere inRbisn 10-Q, including in the remainder of “Managet®Discussion and Analysis of
Financial Condition and Results of Operations,”siRFactors,” and the Condensed Consolidated FiabStatements and related Notes.
Additional information can be found in the “Busisésection of our Annual Report on Form 10-K foe fiscal year ended March 31, 2011 as
filed with the SEC on May 24, 2011 and in otherwloents we have filed with the SEC.

About Electronic Arts

We develop, market, publish and distribute gamensoe and content that can be played by consummeasvariety of platforms, including
video game consoles (such as the Sony PLAYSTATIOMi8rosoft Xbox 360, and Nintendo Wii), personahtputers, mobile phones (such
as the Apple iPhone and Google Android compatiblengs), tablets and electronic readers (such aspgpke iPad and Amazon Kindle), the
Internet, and handheld game players (such as thg BlayStation Portable (“PSP”) and the Nintendodd8 3DS). Some of our games are
based on content that we license from otherg( FIFA, Madden NFL, Harry Potter, and Hasbro’s &y game intellectual properties), and
some of our games are based on our own wholly-ovimtetlectual property €.g., The Sims, Need for Speed, and Dead Space). Gligtm
publish titles with global mass-market appeal, Whaften means translating and localizing them &b &1 non-English speaking countries. In
addition, we also attempt to create software gaimramcthises” that allow us to publish new titlesarecurring basis that are based on the same
property. Examples of this franchise approach lageahnual iterations of our sports-based produetg.( FIFA, Madden NFL, and NCAA
Football), wholly-owned properties that can be ssgstully sequeledd.g., The Sims, Need for Speed, and Battlefield) athestbased on long-
lived literary and/or movie propertie®(g., Harry Potter).

Financial Results

Total net revenue for the three months ended JOn2@.1 was $999 million, up $184 million as congghio the three months ended June 30,
2010. This increase was primarily the result ohleigrevenue from distribution products during tieé months ended June 30, 2011 as
compared to the three months ended June 30, 2@1ung 30, 2011, deferred net revenue associatbdsales of online-enabled packaged
goods and digital content decreased by $475 miimeompared to March 31, 2011, directly increatiegamount of reported net revenue
during the three months ended June 30, 2011. A& 30n2010, deferred revenue associated with s&l@sline-enabled packaged goods and
digital content decreased by $276 million as coragao March 31, 2010, directly increasing the ami@aiimeported net revenue during the
three months ended June 30, 2010. Without thegggelsan deferred net revenue, reported net revweoudd have decreased by approximately
$15 million during the three months ended June28@,1 as compared to the three months ended Jur2®30, Net revenue for the three
months ended June 30, 2011, was driveRbrtal 2, FIFA 2011,andNeed For Speed: Hot Pursuit
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Net income for the three months ended June 30, 2@51$221 million as compared to a net income 6fi$8lion for the three months end
June 30, 2010. Diluted earnings per share forttteetmonths ended June 30, 2011 was $0.66 as cedmoadiluted earnings per share of $
for the three months ended June 30, 2010. Net irdanreased during the three months ended Juri202@,as compared to the three months
ended June 30, 2010 primarily as a result of a $4@lon increase in gross profit due to a decraasdeferred net revenue. This increase was
partially offset by (1) a $16 million increase estructuring and other charges primarily from asedl 2011 restructuring, (2) a $13 million
increase in marketing and sales expenses, and¥® aillion increase in our income tax provision.

Cash used in operating activities increased $12&mduring the three months ended June 30, 2@1doapared to three months ended
June 30, 2010 primarily due to royalty payments.

Trends in Our Business

Digital Content Distribution and Servict. Consumers are spending an ever-increasing pasfitreir money and time on interactive
entertainment that is accessible online, or thraugbile digital devices such as smart phones, routhh social networks such as Facebook
offer a variety of online-delivered products andvgees. Many of our games that are available akgged goods products are also available
through direct online download through the Interhé also offer online-delivered content and sevithat are add-ons or related to our
packaged goods products such as additional gamertar enhancements of multiplayer services. Fustive offer other games, content and
services that are available only via electroniévéey, such as Internet-only games and game sexyvérel games for mobile devices.

Advances in mobile technology have resulted inréetyaof new and evolving devices that are beingdu® play games by an ever-broadening
base of consumers. We have responded to theseadviartechnology and consumer acceptance of bifitibution by offering different
sales models, such as subscription services, otinmloads for a one-time fee, and advertising-suep free-to-play games and game

sites. In addition, we offer our consumers theilghtid play a game across platforms on multipleides. We significantly increased the reve
that we derive from wireless, Internet-derived addertising (digital) products and services froni@illion during the three months ended
June 30, 2010 to $232 million during the three rher@nded June 30, 2011 and we expect this portionrdusiness to continue to grow in the
current fiscal year and beyond.

Wireless and other Emerging Platform&dvances in technology have resulted in a vaiiéfylatforms for interactive entertainment. Exaawl
include wireless technologies, streaming gamingises, and Internet-connected televisions. Ourrtffim wireless interactive entertainment
are focused in two areas — games for handheld ggstems and downloadable games for mobile devidesse platforms grow the consumer
base for our business while also providing comijoetito existing established video game platforme. &pect sales of games for wireless and
other emerging platforms to continue to be an irtgrdrpart of our business.

Concentration of Sales Among the Most Popular Gariiés see a larger portion of packaged goods gaaies soncentrated on the most
popular titles, and that those titles are typicabyguels of prior games. We have responded tarérig by significantly reducing the number of
games that we produce from 54 primary titles indis/ear 2010 to 36 primary titles in fiscal ye@d2. In fiscal year 2012, we expect to rele
22 primary titles. Consequently, we have decreétseciumber of third-party games that we distributieich have lower margins.

Catalog Sales The video game industry is experiencing a changetail sales patterns, which is decreasing regdrom catalog sales (sales
of games in the periods subsequent to the quartghich the title was launched). Currently, mangpsme games experience sales cycles that
are shorter than in the past. To mitigate thisdreve offer our consumers a direct-to-consumeriserfguch as “head-to-head” play or other
multiplayer options) and/or additional content #alie through online services to further enhaneegdiming experience and extend the time
that consumers play our games after their initimtpase. We anticipate that in some cases thes@oadtionline services will also generate
revenue to mitigate the effect of reduced catalgss

Used GamesSome retailers sell used video games, which energlly priced lower than new video games andataesult in revenue to the
publisher of the games from the sale. We have gbddhat the market for used video games has besvirg. If retailers continue to increase
their sales of used video games, it could negatigéect our sales of new video games and havelaerae impact on our operating results.
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Recent Developments

PopCap Games, Inc. AcquisiticOn July 11, 2011, we entered into an agreemertduiee all of the outstanding shares of PopCap Gaine.
Under the terms of the agreement, we will pay Breximately $650 million in cash, (2) approximgt&L00 million in privately placed shar

of our common stock to the founders and chief etreewfficer of PopCap, and (3) up to approximateb million in long-term equity

retention arrangements in the form of restrictedlsunit awards and options to acquire our comntocksto be granted over the next four
years to PopCap employees joining us. PopCapeiadirlg provider of games for mobile phones, tapR®s, and social network sites. T
acquisition accelerates our participation in sogahing and contributes to our digital busines® parchase price is subject to upward
adjustment for the amount of unrestricted cash hglBopCap at the closing and downward adjustnaerdardy indebtedness of PopCap and for
certain transaction expenses incurred by PopCaprinection with the acquisition.

In addition, we may be required to pay additioraiiable cash consideration that is contingent tperachievement of certain performance
milestones through December 31, 2013. The additmoresideration is limited to a maximum of $550Irail.

Offering of $632.5 million 0.75% Convertible Senidstes Due 20160n July 14, 2011, we entered into a Purchase Ageaefthe “Purchase
Agreement”) with Morgan Stanley & Co. LLC, as resgatative of the initial purchasers (collectivehe “Initial Purchasers”) with respect to
the offer and sale of $550 million aggregate ppatamount of our 0.75% Convertible Senior Notes 2016 (the “Firm Notes”). We also
granted the Initial Purchasers an option to purehasto an additional $82.5 million principal ambahnotes (the “Additional Notes” and
together with the Firm Notes, the “Notes”) solaycover over-allotments. The Initial Purchaserg@sed their option to purchase the
maximum amount of the Additional Notes on July 2811. The Purchase Agreement includes customargseptations, warranties and
covenants. Under the terms of the Purchase Agreemerhave agreed to indemnify the Initial Purchasgainst certain liabilities.

Also on July 14, 2011, in connection with the prigiof the Notes, and on July 18, 2011, in connaatith the Initial Purchasers’ exercise of
their over-allotment option, we entered into prélgtnegotiated convertible note hedge transacfitires“Hedge Transactions”) with certain
option counterparties (the “Option Counterpartie¥he Hedge Transactions cover, subject to custpauai-dilution adjustments,
approximately 19.9 million shares of our commorcktavhich is equal to the number of shares of ammon stock that will initially underlie
the Notes. These transactions are expected toeddagotential dilution with respect to our comnsteck upon conversion of the Notes.
Separately, we have also entered into privatelytiggd warrant transactions with the Option Corpaties to purchase, subject to customary
anti-dilution adjustments, approximately 19.9 miflishares of our common stock, with a strike poic®41.14 (the “Warrant Transactions”).
The Warrant Transactions will have a dilutive eff@ith respect to our common stock to the exteat the market price per share of our
common stock exceeds the strike price of the wésram or prior to the expiration date of the watsa®ur cost of the Hedge Transactions,
after taking into account our proceeds from the NfarTransactions, is approximately $42.3 million.

On July 20, 2011, in connection with the issuarfcdn® Notes, we entered into an Indenture (theéfrdre”) with respect to the Notes with
U.S. Bank National Association, as Trustee (theu$tee”).Under the Indenture, the Notes will be our senimsacured obligations and will p
interest semiannually at a rate of 0.75 percenapaum. The Notes will be convertible into shafesuy common stock at an initial conversion
rate of 31.5075 shares per $1,000 principal amofiNbtes (equivalent to an initial conversion pradfeapproximately $31.74 per share). The
initial conversion price represents a premium op8&ent to the $23.51 per share closing pricauotommon stock on July 14, 2011.
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Prior to April 15, 2016, the notes will be convblé only upon the occurrence of certain eventsdarthg certain periods, and thereafter, at any
time until the close of business on the seconddidkd trading day immediately preceding the matudéte of the notes. Interest on the notes
will be payable semiannually in arrears at a r&i@. 05 percent per annum on January 15 and Jubf &ach year, beginning on January 15,
2012. The notes will mature on July 15, 2016, wmj@eviously purchased or converted in accordarittetiareir terms prior to such date.

The conversion rate is subject to customary amtitidn adjustments, but will not be adjusted foy accrued and unpaid interest. Following
certain corporate events described in the Indenhateoccur prior to the maturity date, the coniersate will be increased for a holder who
elects to convert its Notes in connection with scatporate event in certain circumstances. Thesnate not redeemable prior to maturity, and
no sinking fund is provided for the Notes.

Upon conversion of the Notes, holders will receiash up to the principal amount of each Note, aydexcess conversion value will be
delivered in shares of our common stock.

If we undergo a “fundamental change,” as definethélndenture, subject to certain conditions, Bddnay require us to purchase for cash all
or any portion of their Notes. The fundamental gepurchase price will be 100 percent of the ppalcamount of the Notes to be purchased
plus any accrued and unpaid interest up to buueiaf the fundamental change purchase date.

The Indenture contains customary terms and covepaaiuding that upon certain events of defauttusdng and continuing, either the Trus
or the holders of at least 25 percent in princgpabunt of the outstanding Notes may declare 10€epéof the principal and accrued and
unpaid interest on all the Notes to be due andlgaya

Stock Repurchase Prograin.February 2011, we announced that our Board céddors authorized a program to repurchase up@6 #fillion
of our common stock over the next 18 months. Adusfe 30, 2011, we had repurchased $149 milliounEommon stock, or approximately
7.1 million shares, in the open market since tharoencement of the program, including pursuant éegsranged stock trading plans.

Under the program, we may purchase stock in the aprket or through privately negotiated transatim accordance with applicable
securities laws, including pursuant to pre-arrangtedk trading plans. The timing and actual amaiitihe stock repurchases will depend on
several factors including price, capital availdpjlregulatory requirements, alternative investnaggortunities, and other market conditions.
We are not obligated to repurchase any specificbmurof shares under the program and the repurgrageam may be modified, suspendet
discontinued at any time.

International Operations and Foreign Currency Exnga Impactinternational sales (revenue derived from countteer than Canada and
United States), are a fundamental part of our lmssinNet revenue from international sales accounteabproximately 50 percent of our total
net revenue during the three months ended Jun203Q, and approximately 45 percent of our totalreeénue during the three months ended
June 30, 2010. Our net revenue is impacted bygorexchange rates during the reporting period #&ssatwith net revenue before revenue
deferral, as well as the foreign exchange ratescéged with the recognition of deferred net revenfionline-enabled packaged goods and
digital content that were established at the tineer@corded this deferred net revenue on our Coede@ensolidated Balance Sheets. The
foreign exchange rates during the reporting pemag not always move in the same direction as theigo exchange rate impact associated
with the recognition of deferred net revenue ofredenabled packaged goods and digital conteninBuhe three months ended June 30,
2011, foreign exchange rates had an overall favelaipact on our net revenue of approximately $20an, or 2 percent. In addition, our
international investments and our cash and casivaguts denominated in foreign currencies areexsilip fluctuations in foreign currency
exchange rates. If the U.S. dollar strengthensnag#tiese currencies, then foreign exchange ragégshiave an unfavorable impact on our
results of operations and our financial condition.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our Condensed Consolidated Financial Statements Ibesn prepared in accordance with accountingipl@scgenerally accepted in the

United States. The preparation of these Condenseddlidated Financial Statements requires manageimemake estimates and assumptions
that affect the reported amounts of assets aniifie®, contingent assets and liabilities, anderawe and expenses during the reporting periods.
The policies discussed below are considered by geanant to be critical because they are not onlomant to the portrayal of our financial
condition and results of operations, but also beeapplication and interpretation of these policgzgpiires both management judgment and
estimates of matters that are inherently uncegathunknown. As a result, actual results may difiaterially from our estimates.

32



Table of Contents

Revenue Recognition, Sales Returns, Allowances Bad Debt Reserves

We derive revenue principally from sales of intéreecsoftware games (1) on video game consoles(aache Sony PLAYSTATION 3,
Microsoft Xbox 360, and Nintendo Wii), PCs, and tiheld game players (such as the Sony PSP and Mmf28 and 3DS), (2) on mobile
devices (such as cellular and smart phones indiuithie Apple iPhone), (3) on tablets such as theléfad, and (4) from software products
and content and online services associated wisetheoducts. We evaluate revenue recognition baise¢le criteria set forth in Financial
Accounting Standards Board (“FASB”) Accounting Stards Codification (“ASC”) 985-60%oftware: Revenue Recognitioand Staff
Accounting Bulletin (“SAB”) No. 101Revenue Recognition in Financial Statemeats revised by SAB No. 10Revenue RecognitionVe
evaluate and recognize revenue when all four ofdhewing criteria are met:

» Evidence of an arrangeme. Evidence of an agreement with the customer #féats the terms and conditions to deliver prosluct
that 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 owngitsave beel
transferred to the customer. For online game sesyidelivery is considered to occur as the seigipeovided. For digital
downloads that do not have an online service compipmelivery is generally considered to occur wtendownload is made
available.

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

» Collection is deemed probak. We conduct a credit review of each customer welin a significant transaction to determine
creditworthiness of the customer. Collection isrded probable if we expect the customer to be abpay amounts under the
arrangement as those amounts become due. If werdegethat collection is not probable, we recogmeeenue when collection
becomes probable (generally upon cash collect

Determining whether and when some of these criteaiae been satisfied often involves assumptions@anthgement judgments that can he
significant impact on the timing and amount of newe we report in each period. For example, for ipleltelement arrangements, we must
make assumptions and judgments in order to (1ymiéte whether and when each element has been deliv@) determine whether
undelivered products or services are essenti#legdunctionality of the delivered products and &&, (3) determine whether vendor specific
objective evidence (“VSOE") exists for each undetad element, and (4) allocate the total price antba various elements we must deliver.
Changes to any of these assumptions or manageutgrhents, or changes to the elements in a softaramagement, could cause a material
increase or decrease in the amount of revenuavihatport in a particular period.

Depending on the type of product, we may offer aline service that permits consumers to play agaiteers via the Internet and/or receive
additional updates or content from us. For thoseegathat consumers can play via the Internet, wepravide a “matchmaking” service that
permits consumers to connect with other consunoepgaty against each other online. In those sitnatishere we do not require an additional
fee for this online service, we account for thee s#lthe software product and the online service ‘dsindled” sale, or multiple element
arrangement, in which we sell both the softwaralpob and the online service for one combined pii¢e.defer net revenue from sales of these
games for which we do not have VSOE for the ondieevice that we provided in connection with theesahd recognize the revenue from tt
games over the estimated online service period;hwisigenerally estimated to be six months begmirirthe month after shipment. In additi

for some software products we also provide updatesiditional content (“digital contenttd be delivered via the Internet that can be usitd

the original software product. In many cases wesaply sell digital content for an additional feewever, some purchased digital content can
only be accessed via the Internée(, the consumer never takes possession of the Idigitéent). We account for online transactions hick

the consumer does not take possession of the Idigitéent as a service transaction and, accordinghyrecognize the associated revenue over
the estimated service period. In other transactianthe date we sell the software product we lzavebligation to provide incremental
unspecified digital content in the future withoutadditional fee. In these cases, we account fos#he of the software product as a multiple
element arrangement and recognize the revenuestaight-line basis over the estimated period ofigalay.
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Determining whether a transaction constitutes dmemservice transaction or a digital content davawl of a product requires judgment and can
be difficult. The accounting for these transactiansignificantly different. Revenue from producihloads is generally recognized when the
download is made available (assuming all othergetition criteria are met). Revenue from an onliaeng service is recognized as the service
is rendered. If the service period is not definee recognize the revenue over the estimated sepeided. Determining the estimated service
period is inherently subjective and is subjectegular revision based on historical online usageddition, determining whether we have an
implicit obligation to provide incremental unspeeif future digital content without an additiona fean be difficult.

On April 3, 2011 we adopted the ASU 2009-Révenue Recognition (Topic 60%)ultiple-Deliverable Revenue Arrangemeatsl ASU 2009-
14, Software (Topic 985)Certain Revenue Arrangements that Include SoftEsements

ASU 2009-13 modifies the fair value requirement&\8iC subtopic 605-253evenue Recognition-Multiple Element Arrangemehysallowing
the use of the “best estimate of selling price&dttition to vendor-specific objective evidence #ricd-party evidence for determining the
selling price of a deliverable for non-softwareasugements. It establishes a selling price hierafohgietermining the selling price of a
deliverable, which is based on: (1) vendor-spedififective evidence, (2) third-party evidence,3)réstimates. In addition, the residual method
of allocating arrangement consideration is no loqpggmitted.

ASU 2009-14 modifies the scope of ASC subtopic 885;Software-Revenue Recognitioim exclude from its requirements non-software
components of tangible products and software compisnof tangible products that are sold, licensetgased with tangible products when the
software components and non-software componerntsedfngible product function together to deliver tangible product’s essential
functionality.

The adoption of ASU 2009-13 and ASU 2009-14 didheote a material impact on our Condensed Conselidainancial Statements as
substantially all of our revenue arrangements withitiple deliverables remain under ASC 985-605cAgain of our revenue arrangements
include software and hardware deliverables (sugbeapherals or other ancillary collectors’ itenaédstogether with the physical “boxed”
software), the new accounting principles would gpplthese types of arrangements. The new accauptinciples establish a selling price
hierarchy for determining the selling price of diderable and require the application of the rekatselling price method to allocate the
arrangement consideration to each deliverablentultiple element arrangement. As of the quarteredntiine 30, 2011, we do not have
significant revenue arrangements that require est bstimate of selling price.

Product revenue, including sales to resellers éstdlulitors (“channel partners”), is recognized wilee above four criteria are met. We reduce
product revenue for estimated future returns, poicgection, and other offerings, which may occithwur customers and channel partners.
Price protection represents the right to receieeedit allowance in the event we lower our wholegaice on a particular product. The amount
of the price protection is generally the differetetween the old price and the new price. In aertauntries, we have stock-balancing
programs for our PC and video game system softpar@ucts, which allow for the exchange of thesévemfe products by resellers under
certain circumstances. It is our general practicexchange software products or give credits rdtiaer to give cash refunds.

In certain countries, from time to time, we dedidgrovide price protection for our software progudVhen evaluating the adequacy of sales
returns and price protection allowances, we anatyzi®rical returns, current sell-through of distiior and retailer inventory of our software
products, current trends in retail and the videmgandustry, changes in customer demand and acueptd our software products, and other
related factors. In addition, we monitor the voluafesales to our channel partners and their invégpas substantial overstocking in the
distribution channel could result in higher retuamsl/or price protection costs in subsequent pgriod

In the future, actual returns and price protectimay materially exceed our estimates as unsoladvaodt products in the distribution channels
are exposed to rapid changes in consumer prefesemzgket conditions or technological obsolesceheeto new platforms, product update
competing software products. While we believe we rmake reliable estimates regarding these matterse estimates are inherently
subjective. Accordingly, if our estimates changdr, @turns and price protection reserves would ghawhich would impact the total net
revenue we report. For example, if actual returm@r price protection were significantly greatean the reserves we have established, this
would decrease our reported total net revenue. €sely, if actual returns and/or price protecticravsignificantly less than our reserves, this
would increase our reported total net revenuedtiten, if our estimates of returns and price potion related to online-enabled packaged
goods software products change, the amount of deferet revenue we recognize in the future woulthgke.

Significant management judgment is required toveste our allowance for doubtful accounts in anyoaating period. We determine our
allowance for doubtful accounts by evaluating costpocreditworthiness in the context of current ecoit trends and historical experience.
Depending upon the overall economic climate andittecial condition of our customers, the amourd &ming of our bad debt expense and
cash collection could change significantly.

34



Table of Contents

Fair Value Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptethi@ United States often requires us to
determine the fair value of a particular item iderto fairly present our financial statements.hfitt an independent market or another
representative transaction, determining the fdimevaf a particular item requires us to make sdwssumptions that are inherently difficult to
predict and can have a material impact on the atoay

There are various valuation techniques used tmastifair value. These include (1) the market apginovhere market transactions for ident
or comparable assets or liabilities are used terdene the fair value, (2) the income approach cthises valuation techniques to convert
future amounts (for example, future cash flowsuburfe earnings) to a single present value amouudt(3) the cost approach, which is based on
the amount that would be required to replace aetaBsr many of our fair value estimates, includinug estimates of the fair value of acquired
intangible assets and acquired in-process techpoleg use the income approach. Using the incomeoaph requires the use of financial
models, which require us to make various estimatdading, but not limited to (1) the potential twé cash flows for the asset or liability being
measured, (2) the timing of receipt or paymenhose future cash flows, (3) the time value of moaggociated with the expected receipt or
payment of such cash flows, and (4) the inhershktassociated with the cash flows (risk premiumdkMg these cash flow estimates are
inherently difficult and subjective, and, if anytbe estimates used to determine the fair valuggusie income approach turns out to be
inaccurate, our financial results may be negatiurelyacted. Furthermore, relatively small changesémy of these estimates can have a
significant impact to the estimated fair value tesg from the financial models or the related aguting conclusion reached. For example, a
relatively small change in the estimated fair vadfian asset may change a conclusion as to whathasset is impaired.

While we are required to make certain fair valugeasments associated with the accounting for deyees of transactions, the following ar
are the most sensitive to these assessments:

Business Combinatior. We must estimate the fair value of assets acgyulisgilities and contingencies assumed, acquimgutocess
technology, and contingent consideration issuetlbnsiness combination. Our assessment of theagstinfair value of each of these can have
a material effect on our reported results as iritdagssets and acquired in-process technologgracetized over various estimated useful
lives. Furthermore, a change in the estimatedvidire of an asset or liability often has a diregpact on the amount we recognize as goodwill,
an asset that is not amortized. Determining theviaiue of assets acquired requires an assesstta loighest and best use or the expected
price to sell the asset and the related expectedefeash flows. Determining the fair value of doeg in-process technology also requires an
assessment of our expectations related to thefubatasset. Determining the fair value of an assdi liability requires an assessment of the
expected cost to transfer the liability. Determinthe fair value of contingent consideration isstegfliires an assessment of the expected f
cash flows over the period in which the obligatizexpected to be settled, and applying a discatatthat appropriately captures a market
participant’s view of the risk associated with ti#igation. This fair value assessment is alsoiredun periods subsequent to a business
combination. Such estimates are inherently diffiamid subjective and can have a material impactuerCondensed Consolidated Financial
Statements.

Assessment of Impairment of Goodwill, Intangiléesl Other Lon-Lived AssetsCurrent accounting standards require that we asisess
recoverability of our finite lived acquisition-réda intangible assets and other long-lived assh&never events or changes in circumstances
indicate the remaining value of the assets recootlegur Condensed Consolidated Balance Sheetsdntfadly impaired. In order to determine
if a potential impairment has occurred, managenrergt make various assumptions about the estimateddiue of the asset by evaluating
future business prospects and estimated futurefttagh. For some assets, our estimated fair vaudependent upon predicting which of our
products will be successful. This success is depratnabon several factors, which are beyond ourrobrguch as which platforms will be
successful in the marketplace. Also, our revenueeamnings are dependent on our ability to meepoeduct release schedules.

We are required to perform a two-step approacksbrtg goodwill for impairment for each reportingittannually, or whenever events or
changes in circumstances indicate the fair value refporting unit is below its carrying amount. @eporting units are determined by the
components of our operating segments that corstitiusiness for which (1) discrete financial infation is available and (2) segment
management regularly reviews the operating resiitisat component. We are required to perform mhgairment test at least annually by
applying a fair value-based test. The first stepsoees for impairment by applying fair value-batests at the reporting unit level. The second
step (if necessary) measures the amount of impairtmeapplying fair value-based tests to the irdlal assets and liabilities within each
reporting unit.
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To determine the fair value of each reporting usid in the first step, we use a combination ohtlaeket approach, which utilizes comparable
companies’ data, and/or the income approach, witiihes discounted cash flows. Determining whetreevent or change in circumstances
does or does not indicate that the fair value r@eorting unit is below its carrying amount is indratly subjective. Each step requires us to
make judgments and involves the use of signifiestimates and assumptions. These estimates and@gsus include longerm growth rates

tax rates, and operating margins used to calcplaiected future cash flows, risk-adjusted discaates based on our weighted average cost of
capital, future economic and market conditions @eigtrmination of appropriate market comparablegsé&lestimates and assumptions have to
be made for each reporting unit evaluated for impant. As of the last annual assessment of goodwilie fourth quarter of fiscal year 2011,
we concluded that the estimated fair values of @idur reporting units adequately exceeded thairying amounts and we have not identified
any indicators of impairment since. Our estimatesriarket growth, our market share and costs aedan historical data, various internal
estimates and certain external sources, and aeel lmsassumptions that are consistent with thesgdad estimates we are using to manage the
underlying business. Our business consists of dpired, marketing and distributing video game sofewasing both established and emerging
intellectual properties and our forecasts for erimgrgntellectual properties are based upon inteeséimates and external sources rather than
historical information and have an inherently highisk of accuracy. If future forecasts are revigbdy may indicate or require future
impairment charges. We base our fair value estsnateassumptions we believe to be reasonablehauate unpredictable and inherently
uncertain. Actual future results may differ fronogle estimates.

Assessment of Impairment of S-Term Investments and Marketable Equity Securithés periodically review our short-term investments a
marketable equity securities for impairment. Owrsterm investments consist of securities with remrmgjnnaturities greater than three moi

at the time of purchase and our marketable egeityrities consist of investments in common stocgudflicly traded companies, both are
accounted for as available-for-sale securities edlized gains and losses on our short-term invegsveand marketable equity securities are
recorded as a component of accumulated other cdrapsése income in stockholders’ equity, net of taxtjl either (1) the security is sold,

(2) the security has matured, or (3) we deterntia¢ the fair value of the security has declineaWets adjusted cost basis and the decline is
other-than-temporary. Realized gains and lossesioshort-term investments and marketable equityritées are calculated based on the
specific identification method and are reclassifiein accumulated other comprehensive income &raést and other income, net, and loss on
strategic investments, respectively. Determining@thibr the decline in fair value is other-than-terapprequires management judgment based
on the specific facts and circumstances of eachrigcThe ultimate value realized on these se@giis subject to market price volatility until
they are sold. We consider various factors in deiteing whether we should recognize an impairmeatrgé, including the credit quality of the
issuer, the duration that the fair value has bess than the adjusted cost basis, severity ohtpairment, reason for the decline in value and
potential recovery period, the financial conditenmd near-term prospects of the investees, anchtentito sell and ability to hold the
investment for a period of time sufficient to alléer any anticipated recovery in market value, aagtractual terms impacting the prepayment
or settlement process, as well as, if we woulddagiired to sell an investment due to liquidity ontractual reasons before its anticipated
recovery. Our ongoing consideration of these factauld result in impairment charges in the futwikich could have a material impact on our
financial results.

Assessment of Inventory ObsolesceWe regularly review inventory quantities on-hande Write down inventory based on excess or obsolete
inventories determined primarily by future antidggghdemand for our products. Inventory write-dowres measured as the difference between
the cost of the inventory and market value, bageshiassumptions about future demand that are intigidifficult to assess. At the point of a
loss recognition, a new, lower cost basis for the¢ntory is established, and subsequent chandast®and circumstances do not result in the
restoration or increase in that newly establishest basis.

Stock-Based Compensation

We are required to estimate the fair value of si@sed payment awards on the date of grant. Wemnézmcompensation costs for stock-based
payment awards to employees based on the granfadat@lue using a straight-line approach overgéerice period for which such awards are
expected to vest.
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We determine the fair value of our share-based paym@wards as follows:

» Restricted Stock Units, Restricted Stock, and Padace-Based Restricted Stock Un. The fair value of restricted stock uni
restricted stock, and performance-based restrgttmek units (other than market-based restricteckstmits) is determined based on
the quoted market price of our common stock ordtte of grant. Performance-based restricted stoitk include grants made
(1) to certain members of executive managementaifyngranted in fiscal year 2008 and (2) in cortietwith certain acquisition

» Market-Based Restricted Stock Un. Marke-based restricted stock units consist of grantsediopmanc-based restricted stor
units granted during the three months ended Jun2(( to certain members of executive managemefar{ed to herein as
“market-based restricted stock units”). The failueaof our market-based restricted stock unitetgnined using a Monte-Carlo
simulation model. Key assumptions for the Montel@€aimulation model are the rigkee interest rate, expected volatility, expec
dividends and correlation coefficiel

» Stock Options and Employee Stock Purchase PTére fair value of stock options and stock purehdghts granted pursuant to our
equity incentive plans and our 2000 Employee Staichase Plan ("ESPP”), respectively is determirgdg the Black-Scholes
valuation model based on the multiple-award vatunathethod. Key assumptions of the Black-Scholegatain model are the risk-
free interest rate, expected volatility, expectrdtand expected dividenc

The determination of the fair value of market-basesdricted stock units, stock options and ESR®fécted by assumptions regarding
subjective and complex variables. Generally, osuagtions are based on historical information amigjinent is required to determine if
historical trends may be indicators of future ountes.

Employee stock-based compensation expense is asdubased on awards ultimately expected to vesisareduced for estimated forfeitures.
Forfeitures are revised, if necessary, in subsequenods if actual forfeitures differ from thosgtimates and an adjustment to stock-based
compensation expense will be recognized at thad.tim

Changes to our assumptions used in the Black-Sglopigon valuation or the Montarlo simulation model calculations and our forfegtrate
as well as future equity granted or assumed thr@agjuisitions could significantly impact the comgation expense we recognize.

Royalties and Licenses

Our royalty expenses consist of payments to (1jerdricensors, (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, personalipity rights, content and/or other intellectpabperty. Royalty payments to independent
software developers are payments for the developofentellectual property related to our games:fdlishing and distribution royalties are
payments made to third parties for the deliverproiducts.

Royalty-based obligations with content licensord distribution affiliates are either paid in advarand capitalized as prepaid royalties or are
accrued as incurred and subsequently paid. Thgsdtydrased obligations are generally expensea$t @f goods sold generally at the greater
of the contractual rate for contracts with guaradtminimums, or an effective royalty rate basedhentotal projected net revenue. Significant
judgment is required to estimate the effective hgyate for a particular contract. Because the potation of effective royalty rates requires

to project future revenue, it is inherently subijgets our future revenue projections must antteiganumber of factors, including (1) the total
number of titles subject to the contract, (2) ih@ng of the release of these titles, (3) the nundiesoftware units we expect to sell, which can
be impacted by a number of variables, includingdpo quality, the timing of the title’s release amaimpetition, and (4) future pricing.
Determining the effective royalty rate for ourdglis particularly challenging due to the inhedfficulty in predicting the popularity of
entertainment products. Accordingly, if our futuezenue projections change, our effective royatgs would change, which could impact the
amount and timing of royalty expense we recognize.

Prepayments made to thinly capitalized indepensieftivare developers and co-publishing affiliates generally made in connection with the

development of a particular product and, therefmeare generally subject to development risk gdhe release of the product. Accordingly,
payments that are due prior to completion of a pecodre generally expensed to research and develtpower the development period as the

services are incurred. Payments due after complefithe product (primarily royalty-based in najuaee generally expensed as cost of goods
sold.
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Our contracts with some licensors include minimurargnteed royalty payments, which are initiallyoreled as an asset and as a liability a
contractual amount when no performance remains tiv@hicensor. When performance remains with tberigor, we record guarantee
payments as an asset when actually paid and abiktyi when incurred, rather than recording theeasind liability upon execution of the
contract. Royalty liabilities are classified asremt liabilities to the extent such royalty payngeate contractually due within the next 12
months.

Each quarter, we also evaluate the expected fudalezation of our royalty-based assets, as wellysunrecognized minimum commitments
not yet paid to determine amounts we deem unliteelye realized through product sales. Any impairnsien losses determined before the
launch of a product are charged to research anelgfmwent expense. Impairments or losses deternpiostdlaunch are charged to cost of
goods sold. We evaluate long-lived royalty-basesttssfor impairment generally using undiscountesh dbbws when impairment indicators
exist. Unrecognized minimum royalty-based committaeme accounted for as executory contracts aedeftire, any losses on these
commitments are recognized when the underlyindléteial property is abandoned €., cease use) or the contractual rights to use the
intellectual property are terminated.

Income Taxes

We recognize deferred tax assets and liabilitie®&dh the expected impact of differences betwaerfinancial statement amount and the tax
basis of assets and liabilities and for the exgefiteure tax benefit to be derived from tax losaed tax credit carry forwards. We record a
valuation allowance against deferred tax assetsithie considered more likely than not that allbgoortion of our deferred tax assets will not
be realized. In making this determination, we &gauired to give significant weight to evidence tbat be objectively verified. It is generally
difficult to conclude that a valuation allowanceni®t needed when there is significant negativeend, such as cumulative losses in recent
years. Forecasts of future taxable income are deril to be less objective than past results,qudatly in light of the economic environme
Therefore, cumulative losses weigh heavily in therall assessment.

In addition to considering forecasts of future talgancome, we are also required to evaluate amatify other possible sources of taxable
income in order to assess the realization of oferded tax assets, namely the reversal of existafgrred tax liabilities, the carry back of los
and credits as allowed under current tax law, Aedrmplementation of tax planning strategies. Eatihg and quantifying these amounts
involves significant judgments. Each source of meanust be evaluated based on all positive andiimegavidence; this evaluation involves
assumptions about future activity. Certain taxabteporary differences that are not expected torseveuring the carry forward periods
permitted by tax law cannot be considered as acsfrfuture taxable income that may be availablestlize the benefit of deferred tax assets.

Based on the assumptions and requirements note@ alve have recorded a valuation allowance agaiost of our U.S. deferred tax asset:
addition, we expect to provide a valuation allonaoa future U.S. tax benefits until we can sussalievel of profitability or until other
significant positive evidence arises that sugdest these benefits are more likely than not todadized.

In the ordinary course of our business, there apyntransactions and calculations where the taxalagdvultimate tax determination is
uncertain. As part of the process of preparing@omdensed Consolidated Financial Statements, wesquéred to estimate our income taxe
each of the jurisdictions in which we operate ptthe completion and filing of tax returns foichyperiods. This process requires estimating
both our geographic mix of income and our uncerainpositions in each jurisdiction where we operdhese estimates involve complex
issues and require us to make judgments abouikiklg hpplication of the tax law to our situatias well as with respect to other matters, such
as anticipating the positions that we will taketax returns prior to our actually preparing theires and the outcomes of disputes with tax
authorities. The ultimate resolution of these issuay take extended periods of time due to exaipimaby tax authorities and statutes of
limitations. In addition, changes in our businéssluding acquisitions, changes in our internatl@uaporate structure, changes in the
geographic location of business functions or assbnges in the geographic mix and amount of ir;@s well as changes in our agreements
with tax authorities, valuation allowances, apgiesaccounting rules, applicable tax laws and &irs, rulings and interpretations thereof,
developments in tax audit and other matters, andti@ns in the estimated and actual level of ahpuartax income can affect the overall
effective income tax rate.

We historically have considered undistributed eggsiof our foreign subsidiaries to be indefinitedinvested outside of the United States and,
accordingly, no U.S. taxes have been provided tirer@/e currently intend to continue to indefiniteéinvest the undistributed earnings of our
foreign subsidiaries outside of the United States.
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RESULTS OF OPERATIONS

Our fiscal year is reported on a 52- or 53-weekagkthat ends on the Saturday nearest March 31r&3uits of operations for the fiscal years
ending or ended, as the case may be, March 31,&@12011 contain 52 weeks each and ends or easl¢lde case may be, on March 31, 2
and April 2, 2011, respectively. Our results of igiens for the three months ended June 30, 20d2@h0 contained 13 weeks each, and
ended on July 2, 2011 and July 3, 2010, respegtiter simplicity of disclosure, all fiscal periodse referred to as ending on a calendar m
end.

Net Revenue

Net revenue consists of sales generated from @Bovijames sold as packaged goods and designddyarrphardware consoles (such as
Sony PLAYSTATION 3, Microsoft Xbox 360 and Nintendldii), PCs, and handheld game players (such aSéing PSP and Nintendo DS ¢
3DS), (2) video games for mobile devices (suchedlsllar and smart phones including the Apple iPhp(8) video games for tablets such as
Apple iPad, (4) software products and content arlthe services associated with these productgr@ramming third-party websites with our
game content, (6) allowing other companies to maetufe and sell our products in conjunction withestproducts, and (7) advertisements on
our online web pages and in our games.

Net Revenue before Revenue Deferral, s-GAAP financial measure, is provided in this sectid Management’s Discussion and Analysis of
Financial Condition and Results of Operations (“MB&. See “Non-GAAP Financial Measures” below for explanation of our use of this
non-GAAP measure. A reconciliation to the correspiog measure calculated in accordance with accogimtiinciples generally accepted in
the United States is provided in the discussionwel

“Revenue Deferral” in this “Net Revenue” sectiosludes the unrecognized revenue from (1) bundlezt € certain online-enabled packaged
goods and PC digital downloads for which eitherdeenot have VSOE for the online service that wevjgl® in connection with the sale of the
software or we have an obligation to provide futtm@emental unspecified digital content, (2) cerfgackaged goods sales of massively-
multiplayer online role-playing games, and (3) salécertain incremental digital content associatétl our games, which are types of “micro-
transactions.” Fluctuations in the Revenue Defarallargely dependent upon the amounts of prodiatsve sell with the online features and
services previously discussed, while the RecognibibRevenue Deferral for a period is also depenhdpan (1) the period of time the online
features and services are to be provided and éXjrtting of the sale. For example, most Revenueals incurred in the first half of a fiscal
year are recognized within the same fiscal yeandwer, substantially all of the Revenue Deferrataiired in the last month of a fiscal yi

will be recognized in the subsequent fiscal year.

From a geographical perspective, our total Net Regdor the three months ended June 30, 2011 at@l\#8s as follows (in millions):

Three Months Ended June 30,

2011 2010
North North
America Europe Asia Total America Europe Asia Total

Net Revenue before Revenue Defe $ 261 $22: $40 $524 $ 267 $23€ $36 $53¢
Revenue Deferre (111) (220 (19 (250) (13%) (159) (24) (31¢)
Recognition of Revenue Deferi 351 33t 39 72t 31¢ 24C 35 594

Net Revenut $ 501 $43t $60 $99¢ $ 451 $317 $47 $8I1E

Worldwide

For the three months ended June 30, 2011, Net Reuvsefore Revenue Deferral was $524 million, dribgortal 2, FIFA 11 andCrysis 2.
Net Revenue before Revenue Deferral for the threeths ended June 30, 2011 decreased $15 millidhpercent, as compared to the tt
months ended June 30, 2010. This decrease wasidrva $139 million decrease from FIFA World Cup &kate franchises. This decrease
was partially offset by a $127 million increasenfrthe Portal and FIFA franchises.

Revenue Deferral for the three months ended Jun28a decreased $68 million, or 21 percent, agpeoed to the three months ended

June 30, 2010. This decrease was primarily duedieceease in sales of onlieeabled products with an obligation to provide fatincremente
unspecified digital content on a when and if addéabasis during the three months ended June 3, @9 compared to the three months ended
June 30, 2010. This decrease was driven by a $158muecrease from the FIFA World Cup, Skate, &udtlefield franchises. This decrease
was partially offset by an $88 million increasenfrthe FIFA, Crysis, and Alice franchises.
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Recognition of Revenue Deferral for the three memthded June 30, 2011 increased $131 million, gre2@ent, as compared to the three
months ended June 30, 2010. This increase was filirdae to the Recognition of Revenue Deferralidgithe three months ended June 30,
2011 associated with the sales of online-enabledymts with an obligation to provide future increrteg unspecified digital content on a when
and if available basis during the last half of disgear 2011, with less comparable recognitionrduthe three months ended June 30, 2010
increase was driven by a $251 million increase ftbenNeed for Speed, Crysis, Dead Space, and Médtdnor franchises, as well as
Bulletstorm. This increase was partially offset by a $120ionilldecrease from the Battlefield and Mass Effeant¢hises.

For the three months ended June 30, 2011, Net Reweas $999 million, driven byortal 2, FIFA 11,andNeed for Speed Hot Pursuiet
Revenue for the three months ended June 30, 2@tdased $184 million, or 23 percent, as comparéldetdhree months ended June 30, 2010.
This increase was driven by a $285 million increfase the Portal, Need for Speed, Crysis, and C#aace franchises. This increase was
partially offset by a $121 million decrease frore Battlefield and Mass Effect franchises.

North America

For the three months ended June 30, 2011, Net Reuvegfore Revenue Deferral in North America wasl®®dlion, driven byPortal 2, FIFA
11,andAlice: Madness ReturndNet Revenue before Revenue Deferral for the threeths ended June 30, 2011 decreased $6 millich, o
percent, as compared to the three months ended30y2910. This decrease was driven by an $81anitliecrease from the FIFA World Cup,
Skate, Rock Band, and Battlefield franchises. Teisrease was partially offset by a $72 million @aze from the Portal and Alice franchises.

Revenue Deferral for the three months ended Jun2®A decreased $24 million, or 18 percent, agpeoed to the three months ended
June 30, 2010. This decrease was driven by a $fidmdecrease from the FIFA World Cup, Skate, 8adklefield franchises. This decrease
was partially offset by a $39 million increase frdme Alice, Crysis, FIFA, and The Sims franchises.

Recognition of Revenue Deferral for the three memthded June 30, 2011 increased $32 million, gretfent, as compared to the three
months ended June 30, 2010. This increase wasndoiva $97 million increase from the Need for Sp&agsis, and Dead Space franchises as
well asBulletstorm. This increase was partially offset by a $70 miildecrease from the Battlefield and Mass Effentdhises.

For the three months ended June 30, 2011, Net RevarNorth America was $501 million, driven Byrtal 2, Need for Speed Hot Pursuit,
andMadden 11 Net Revenue for the three months ended June(3Q, idcreased $50 million, or 11 percent, as coeh&o the three months
ended June 30, 2010. This increase was drivendidyl @ million increase from the Portal, Need for &peand Crysis franchises. This increase
was partially offset by a $71 million decrease fritva Battlefield and Mass Effect franchises.

Europe

For the three months ended June 30, 2011, Net Reuvegfore Revenue Deferral in Europe was $223anilldriven byFIFA 11, Portal 2,and
Crysis 2.Net Revenue before Revenue Deferral for the thresths ended June 30, 2011 decreased $13 millighpercent, as compared to
the three months ended June 30, 2010. This decnessdriven by a $73 million decrease from the FIFArld Cup and Skate franchises. This
decrease was partially offset by a $65 million @ase from the Portal, FIFA, and Crysis franchigés.estimate that foreign exchange rates
(primarily the Swiss Franc and British Pound) irased reported Net Revenue before Revenue Defgragiroximately $15 million, or 6
percent, for the three months ended June 30, 20tbrapared to the three months ended June 30, B@tuding the effect of foreign
exchange rates from Net Revenue before RevenuerBefee estimate that Net Revenue before Reverafertal decreased by approximately
$28 million, or 12 percent, for the three monthdeshJune 30, 2011 as compared to the three momtlesldune 30, 2010.

Revenue Deferral for three months ended June 30, @8creased by $39 million, or 25 percent, as esethto three months ended June 30,
2010. This decrease was driven by a $75 milliorelee from the FIFA World Cup, Skate, and Battldffeanchises. This decrease was
partially offset by a $38 million increase from tRE-A and Crysis franchises.
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Recognition of Revenue Deferral for the three memthded June 30, 2011 increased $95 million, gre4@ent, as compared to the three
months ended June 30, 2010. This increase wasndoiwa $125 million increase from the Need for $he&rysis, Dead Space, Medal of Ho
and FIFA franchises. This increase was partialfgeifby a $47 million decrease from the Battlefi@fdl FIFA World Cup franchises.

For the three months ended June 30, 2011, Net ReviarEurope was $438 million, driven BIFA 11, Need for Speed Hot PursaitdCrysis

2. Net Revenue for the three months ended June 3Q, i28deased $121 million, or 38 percent, as comptrehe three months ended June 30,
2010. This increase was driven by a $141 milliccréase from the Need for Speed, Crysis, Portald3gemce, and Medal of Honor franchises.
This increase was partially offset by a $48 millaecrease from the Battlefield and FIFA World Crgnthises. We estimate that foreign
exchange rates (primarily the Swiss Franc and$®riound) increased reported Net Revenue by appatedy $9 million, or 3 percent, for the
three months ended June 30, 2011 as compared tioréieemonths ended June 30, 2010. Excluding feetedf foreign exchange rates from

Net Revenue, we estimate that Net Revenue incrdasegproximately $112 million, or 35 percent, fioe three months ended June 30, 2

as compared to the three months ended June 30, 2010

Asia
For the three months ended June 30, 2011, Net Revezfore Revenue Deferral in Asia was $40 millaniven byPortal 2, EA SPORTS FIF
Online 2andCrysis 2. Net Revenue before Revenue Deferral for the threeths ended June 30, 2011 increased by $4 mibiohl percent,
as compared to the three months ended June 30, 2Bis0ncrease was driven by a $17 million inceeltem the Portal, Crysis, FIFA, and
Alice franchises. This increase was partially dffsga $13 million decrease from the FIFA World Gupl Battlefield franchises. We estimate
that foreign exchange rates (primarily the AusaralDollar) increased reported Net Revenue befokeRee Deferral by approximately $5
million, or 14 percent, for the three months endede 30, 2011 as compared to the three months dunehed30, 2010. Excluding the effect of
foreign exchange rates from Net Revenue before Rev®eferral, we estimate that Net Revenue befereRue Deferral decreased by
approximately $1 million, or 3 percent, for theadmonths ended June 30, 2011 as compared torégentonths ended June 30, 2010.

Revenue Deferral for the three months ended Jup2®d decreased $5 million, or 21 percent, as esetpto the three months ended June 30,
2010. This decrease was driven by a $15 milliometese from the FIFA World Cup, Battlefield, and ®kmanchises. This decrease was
partially offset by a $10 million increase from t8@eysis, Alice, FIFA, and The Sims franchises.

Recognition of Revenue Deferral for the three memthded June 30, 2011 increased $4 million, oretéemt, as compared to the three months
ended June 30, 2010. This increase was drivenfdianillion increase from the Crysis, Need for Shdeead Space, and Medal of Honor
franchises. This increase was partially offset 312 million decrease from the Battlefield and FI¥8%rld Cup franchises arldante’s

Inferno.

For the three months ended June 30, 2011, Net ReviarAsia was $60 million, driven ortal 2, Crysis 2andEA SPORTS FIFA Online.2
Net Revenue for the three months ended June 3Q, iBBieased by $13 million, or 28 percent, as caegéo the three months ended June
2010. This increase was driven by a $22 millionméase from the Portal, Crysis, Need for Speed, [gmate, and The Sims franchises. This
increase was partially offset by a $9 million dese from the Battlefield and FIFA World Cup frarsed. We estimate that foreign exchange
rates (primarily the Australian Dollar) increasegarted Net Revenue by approximately $11 milliar2® percent, for the three months ended
June 30, 2011 as compared to the three months doded30, 2010. Excluding the effect of foreignharge rates from Net Revenue, we
estimate that Net Revenue increased by approxign&&million, or 4 percent, for the three monthg@sh June 30, 2011 as compared to the
three months ended June 30, 2010.

Non-GAAP Financial Measures

Net Revenue before Revenue Deferral is e-GAAP financial measure that excludes the impadt@fenue Deferral and the Recognition of
Revenue Deferral on Net Revenue related to packggeds games and digital content. We defer Net Rexérom sales of certain online-
enabled packaged goods and digital content forhwie are not able to objectively determine theValue (as defined by accounting princij
generally accepted in the United States for softveales) of the online service that we provideoinnection with the sale. We recognize the
revenue from these games over the estimated osgirvéce period. We also defer Net Revenue fromssafleertain online-enabled packaged
goods and digital content for which we had an ailan to deliver incremental unspecified digitahtant in the future without an additional
fee. We recognize the revenue for these gamesstmight-line basis over the estimated period ofigplay.
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We believe that excluding the impact of Revenueeraf and the Recognition of Revenue Deferral eelab packaged goods games and di
content from our operating results is importarfatglitate comparisons between periods in undeditenour underlying sales performance for
the period. We use this non-GAAP measure interrtallgvaluate our operating performance, when praprfbrecasting and analyzing future
periods, and when assessing the performance ohanagement team. While we believe that this non-BA4iAancial measure is useful in
evaluating our business, this information shoulddesidered as supplemental in nature and is nahte be considered in isolation from o

a substitute for the related financial informatfmepared in accordance with GAAP. In addition, tios-GAAP financial measure may not be
the same as non-GAAP measures presented by otimgracdes.

Cost of Goods Sold

Cost of goods sold for our packaged-goods busio@ssists of (1) product costs, (2) certain royaktpenses for celebrities, professional sports
and other organizations and independent softwareldgers, (3) manufacturing royalties, net of vodudiscounts and other vendor
reimbursements, (4) expenses for defective prod(Exsvrite-offs of post-launch prepaid royalty tg6) amortization of certain intangible
assets, (7) personnel-related costs, and (8) wasatgpand distribution costs. We generally recogmalume discounts when they are earned
from the manufacturer (typically in connection witte achievement of unit-based milestones); whestes vendor reimbursements are
generally recognized as the related revenue igreézed. Cost of goods sold for our online prodectssists primarily of data center and
bandwidth costs associated with hosting our websiteedit card fees and royalties for use of tipiadty properties. Cost of goods sold for our
website advertising business primarily consistsasfer costs.

Cost of goods sold for the three months ended 30n2011 and 2010 was as follows (in millions):

Change as
June 30 % of Net June 30 % of Net
% of Net
2011 Revenue 2010 Revenue % Change Revenue
$ 24C 24.(% $ 222 27.2% 8.1% (3.2%)

During the three months ended June 30, 2011, ¢agtanls sold decreased by 3.2 percent as a pegeeotdotal net revenue as compared to
the three months ended June 30, 2010. This decasas@ercentage of net revenue was primarily dae®199 million increase in the net
amount recognized from deferred net revenue duhaghree months ended June 30, 2011 as compatied tioree months ended June 30,
2010 related to certain online-enabled packagedgiaad digital content, which positively impactedss profit as a percent of total net
revenue by 7.8 percent. This decrease was significaffset by a greater percentage of net revdrara co-publishing and distribution
products, which have a lower margin than our EAlist@and digital products, which negatively impactgdss profit as a percentage of total
revenue by approximately 6.0 percent.

Marketing and Sales

Marketing and sales expenses consist of persoefekd costs, related overhead costs and advertisiarketing and promotional expenses,
net of qualified advertising cost reimbursementsrfithird parties.

Marketing and sales expenses for the three momithsdeJune 30, 2011 and 2010 were as follows (ilomd):

June 30 % of Net June 30 % of Net
2011 Revenue 2010 Revenue $ Change % Change
$ 14C 14% $ 127 1% $ 13 1%

Marketing and sales expenses increased by $12miltir 10 percent, during the three months ended 30, 2011, as compared to the three
months ended June 30, 2010 primarily due to a $lldmincrease in personnel-related costs resglfrom an increase in headcount.
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General and Administrative

General and administrative expenses consist obpaes and related expenses of executive and adnaitive staff, related overhead costs, fees
for professional services such as legal and acoayrdand allowances for doubtful accounts.

General and administrative expenses for the thim@ms ended June 30, 2011 and 2010 were as fo{lawsillions):

June 30 % of Net June 30 % of Net
2011 Revenue 2010 Revenue $ Change % Change
$ 74 7% $ 74 9% $ — =

General and administrative expenses were flat duhia three months ended June 30, 2011, as comjuatteel three months ended June 30,
2010. Contracted services costs increased by $&miklated to the support of business developmeujects offset by lower personnel- and
facilities-related costs.

Research and Development

Research and development expenses consist of egigesirred by our production studios for persomakdted costs, related overhead costs,
contracted services, depreciation and any impaitriprepaid royalties for pre-launch products. &&sh and development expenses for our
online products include expenses incurred by awudiss consisting of direct development and relaeethead costs in connection with the
development and production of our online gamese&eh and development expenses also include expasseciated with the developmen
website content, software licenses and maintenarete/ork infrastructure and management overhead.

Research and development expenses for the threthsnemded June 30, 2011 and 2010 were as followsi(lions):

June 30 % of Net June 30 % of Net
2011 Revenue 2010 Revenue $ Change % Change
$ 28t 29% $ 27t 34% $ 10 4%

Research and development expenses increase byillib®,nor 4 percent, during the three months endiede 30, 2011, as compared to the
three months ended June 30, 2010 due to a $1®mificrease in additional personnel-related castsagily resulting from an increase in
headcount in connection with recent acquisitiorisetfby a decrease of $7 million in stock-basedmmsation expense.

Restructuring and Other Charges
Restructuring and other charges for the three nsomidled June 30, 2011 and 2010 were as followsillions):

June 30 % of Net June 30 % of Net
2011 Revenue 2010 Revenue $ Change % Change
$ 18 2% $ 2 — $ 16 80C%

Fiscal 2011 Restructuring

During the three months ended June 30, 2011, wened charges of $16 million primarily due to adiments to the estimated loss for the
amendment of certain licensing agreements. Duhirgemainder of fiscal year 2012, we anticipat&inog approximately $5 million of
restructuring charges related to the fiscal 20%trueturing (primarily interest expense accretion).

Overall, including $164 million in charges incurrgdough June 30, 2011, we expect to incur totsh@nd non-cash charges between $180
million and $190 million by June 2016. These chargédl consist primarily of (1) charges, includiagcretion of interest expense, related tc
amendment of certain licensing and developer ageatsrand other intangible asset impairment copisréximately $170 million) and

(2) employee-related costs (approximately $15 omilli
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Loss on Strategic Investments

During the three months ended June 30, 2010, wriyrézed an impairment charge and realized a la@ss the sale of our investment in The9
of $5 million. We did not recognize any impairmeharges or losses during the three months ended3yr2011 on our marketable equity
securities.

Income Taxes
Provision for (benefit from) income taxes for theee months ended June 30, 2011 and 2010 werd@sgdin millions):

June 30 Effective June 30 Effective
%
2011 Tax Rate 2010 Tax Rate Change
$ 9 3.9% $ (3 (3.4%) (40C%)

The tax provision reported for the three monthseeniline 30, 2011 is based on our projected anffeatiee tax rate for fiscal year 2012, and
also includes certain discrete tax benefits reabdieing the period. Our effective tax rates far three months ended June 30, 2011 and
June 30, 2010 were a tax provision of 3.9 percedtaatax benefit of 3.4 percent, respectively. &fiective tax rate for the three months ended
June 30, 2011 differs from the statutory rate ab3&ercent primarily due to the utilization of Ud&ferred tax assets which were subject to a
valuation allowance and non-U.S. profits subjea teduced or zero tax rate. The effective taxfatéhe three months ended June 30, 2011
differs from the same period in fiscal year 201linarrily due to greater tax benefits recorded indls/ear 2011 related to the expiration of
statutes of limitations.

Our effective income tax rates for fiscal year 2@h2 future periods will depend on a variety otdas, including changes in the deferred tax
valuation allowance, as well as changes in oumass such as acquisitions and intercompany traosacthanges in our international
structure, changes in the geographic location efrtass functions or assets, changes in the gedgnagih of income, changes in or termination
of our agreements with tax authorities, applicatgeounting rules, applicable tax laws and regutatioulings and interpretations thereof,
developments in tax audit and other matters, andti@ns in our annual pre-tax income or loss. Wi certain tax expenses that do not
decline proportionately with declines in our piee-consolidated income or loss. As a result, isollie dollar terms, our tax expense will ha
greater influence on our effective tax rate at Iolggels of pre-tax income or loss than at higleeels. In addition, at lower levels of pre-tax
income or loss, our effective tax rate will be maodatile.

Certain taxable temporary differences that areempected to reverse during the carry forward perjpetrmitted by tax law cannot be
considered as a source of future taxable inconmenthg be available to realize the benefit of deféax assets.

We historically have considered undistributed eagsiof our foreign subsidiaries to be indefinitedinvested outside of the United States and,
accordingly, no U.S. taxes have been provided tirer@/e currently intend to continue to indefiniteéinvest the undistributed earnings of our
foreign subsidiaries outside of the United States.

Impact of Recently Issued Accounting Standards

In May 2011, the FASB issued ASU 2011-64jr Value Measurement (Topic 820): Amendmentsctieve Common Fair Value Measurerr
and Disclosure Requirements in U.S. GAAP and IEFR$®& amendments in this ASU generally represemification of Topic 820, but also
include instances where a particular principleemuirement for measuring fair value or disclosimigimation about fair value measurements
has changed. This update results in common priegighd requirements for measuring fair value andifrlosing information about fair value
measurements in accordance with U.S. Generally gtedeAccounting Principles and International FirahReporting Standards. The
amendments are effective for interim and annuabgsrbeginning after December 15, 2011 and are tagplied prospectively. We do not
expect the adoption of ASU 2011-04 to have a meltaripact on our Condensed Consolidated Financ&EBents.

In June 2011, the FASB issued ASU 2011-08mprehensive Income (Topic 22®resentation of Comprehensive Incomf&sU 2011-05
requires one of two alternatives for presenting phensive income and eliminates the option tontegther comprehensive income and its
components as a part of the Consolidated StaternéStockholders’ Equity. ASU 2011-05 also requipessentation on the face of the
financial statements reclassification adjustmentstéms that are reclassified from other comprehanincome to net income in the statement
(s) where the components of net income and the oasrds of other comprehensive income are presehtedamendments in ASU 2011-05
do not change the items that must be reportechieraomprehensive income or when an item of otbemprehensive income must be
reclassified to net income. ASU 2011-05 is effexfior fiscal years and interim periods within thgears beginning after December 15, 2011
and is to be applied retrospectively. We do notekphe adoption of ASU 2011-05 to have a mataripbhct on our Condensed Consolidated
Financial Statements.
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LIQUIDITY AND CAPITAL RESOURCES

As of As of Increase /
(In millions) June 30, 201 March 31, 201: (Decrease
Cash and cash equivalel $ 1,17: $ 1,57¢ $ (406
Shor-term investment 503 497 6
Marketable equity securitie 172 161 11
Total $ 184 $ 2723 $_ (389
Percentage of total assi 42% 45%
Three months Ended June 30 Increase /
(In millions) 2011 2010 (Decrease
Cash used in operating activities $ (279 $ (14%) $ (12¢)
Cash used in investing activiti (64) (53 (11)
Cash provided by (used in) financing activit (75) 1 (76)
Effect of foreign exchange on cash and cash ecprits 7 (16) 23
Net decrease in cash and cash equiva $ (406) $ (216) $ (190

Changes in Cash Flow

Operating ActivitiesCash used in operating activities increased $12&mduring the three months ended June 30, 2@1doapared to three
months ended June 30, 2010 primarily due to royziyments.

Investing ActivitiesCash used in investing activities increased $1lianiburing the three months ended June 30, 20kbepared to the
three months ended June 30, 2010 primarily du&)8Z5 million in cash used for acquisitions durthg three months ended June 30, 2011,
(2) a $21 million increase in capital expendituas] (3) a $15 million decrease in proceeds redgien the maturities and sale of short-term
investments. These items were partially offset 5§ fillion decrease in purchase of short-term itmesits.

Financing ActivitiesCash provided by financing activities decreasedillion during the three months ended June 301284 compared to
the three months ended June 30, 2010 primarilyt@®$81 million, net of commissions, in cash paidtfee repurchase and retirement of our
common stock during the three months ended Jun2(3a.,.

Short-term Investments and Marketable Equity Sedies

Due to our mix of fixed and variable rate secusitieur short-term investment portfolio is suscdpttb changes in short-term interest rates. As
of June 30, 2011, our short-term investments hadsgunrealized gains of $3 million, or 1 percertheftotal in short-term investments, and
gross unrealized losses of less than $1 milliohess than 1 percent of the total in short-ternegtmnents. From time to time, we may liquidate
some or all of our short-term investments to fupdrational needs or other activities, such as abpipenditures, business acquisitions or
stock repurchase programs. Depending on which-$éiort investments we liquidate to fund these aitisj we could recognize a portion, or
all, of the gross unrealized gains or losses.

The fair value of our marketable equity securitieseased to $172 million as of June 30, 2011 f&d®1 million as of March 31, 2011
primarily due to an increase in the value of owestment in Neowiz.

Restricted Cash and Contingent Consideration

In connection with our acquisitions of Playfish aldillingo, we may be required to pay an additiagdl0 million of cash consideration, of
which $100 million was deposited into an escrowoant. As this deposit is restricted in naturesiekcluded from cash and cash equivalents.
This cash consideration is based upon the achieveofieertain performance milestones through M&th2014. Through the three months
ended June 30, 2011, no distributions were made fhe restricted cash amount. As of June 30, 20&Ihave accrued $53 million of
contingent consideration on our Condensed CondelidBalance Sheet.
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Fiscal 2011 Restructuring

In connection with our fiscal 2011 restructuringmpl we expect to incur cash expenditures througk 2016 of approximately (1) $39 million
during the remainder of fiscal year 2012, (2) $2llion in fiscal year 2013, (3) $26 million in fiat year 2014, (4) $18 million in fiscal year
2015, and (5) $16 million thereafter. The actuahcaxpenditures are variable as they will be depeindpon the actual revenue we generate
from certain games.

Financing Arrangement

On July 20, 2011, we completed the offer and sb#682.5 million aggregate principal amount of 6ur5% Convertible Senior Notes due
2016. Additionally, we entered into Hedge Transawiwith Option Counterparties. The Hedge Transastcover, subject to customary anti-
dilution adjustments, approximately 19.9 milliorasés of our common stock, which is equal to the lmemof shares of our common stock that
will initially underlie the Notes. These transacisoare expected to reduce the potential diluticdh vaspect to our common stock upon
conversion of the Notes. Separately, we also heseghinto Warrant Transactions with the Option @etparties to purchase, subject to
customary anti-dilution adjustments, approximatedyd million shares of our common stock, with &stprice of $41.14. The Warrant
Transactions will have a dilutive effect with respt® our common stock to the extent that the mapkiee per share of its common stock
exceeds the strike price of the warrants on orpoidhe expiration date of the warrants. Our odshe Hedge Transactions, after taking into
account our proceeds from the Warrant Transactierapproximately $42.3 million. See Note 18 foditidnal detail regarding the financing
arrangement.

Financial Condition

We believe that cash, cash equivalents, short-tevestments, marketable equity securities, caslergéed from operations and available
financing facilities will be sufficient to meet oaperating requirements for at least the next 18th® including working capital requirements,
capital expenditures and, potentially, future asijjioins, stock repurchases, or strategic investmé¥ie may choose at any time to raise
additional capital to strengthen our financial piosi, facilitate expansion, repurchase our stockspe strategic acquisitions and investments,
and/or to take advantage of business opporturdiehey arise. There can be no assurance, hovtkaesuch additional capital will be
available to us on favorable terms, if at all, fwattit will not result in substantial dilution taoexisting stockholders.

As of June 30, 2011, approximately $758 millioroaf cash, cash equivalents, and short-term invegsend $76 million of our marketable
equity securities were domiciled in foreign taxigdictions. While we have no plans to repatriagshfunds to the United States in the short
term, if we choose to do so, we would be requiceddcrue and pay additional taxes on any portichefepatriation where no United States
income tax had been previously provided.

In February 2011, our Board of Directors authoriagatogram to repurchase up to $600 million of@ammon stock over the next 18 months.
The timing and actual amount of the stock repurebasill depend on several factors including praapital availability, regulatory
requirements, alternative investment opportungies other market conditions. We are not obligabegpurchase any specific number of
shares under the program and the repurchase pragegnbe modified, suspended or discontinued atiams.

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 @frities described in the prospectus in one oemfferings. Unless otherwise specified in a
prospectus supplement accompanying the base ptaspa@ would use the net proceeds from the sad@pfecurities offered pursuant to the
shelf registration statement for general corpopat@oses, including for working capital, financicapital expenditures, research and
development, marketing and distribution efforts,dahdpportunities arise, for acquisitions or ségit alliances. Pending such uses, we may
invest the net proceeds in interest-bearing seéesritn addition, we may conduct concurrent or ofmancings at any time.

Our ability to maintain sufficient liquidity coulde affected by various risks and uncertaintiesuiticlg, but not limited to, those related to
customer demand and acceptance of our productsibility to collect our accounts receivable as thegome due, successfully achieving our
product release schedules and attaining our foiredasles objectives, the impact of acquisitiords@her strategic transactions in which we
may engage, the impact of competition, economiaitmms in the United States and abroad, the sedsom cyclical nature of our business
and operating results, risks of product returnsthecther risks described in the “Risk Factorgtisa, included in Part II, Item 1A of this
report.
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Contractual Obligations and Commercial Commitments
Development, Celebrity, League and Content Licend®gyments and Commitments

The products we produce in our studios are designddcreated by our employee designers, artidisya® 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 paymentsienapon the completion of specified
development milestones. Contractually, these paysreme generally considered advances against sudasiexpyalties on the sales of the
products. These terms are set forth in written emgents entered into with the independent artisdstlaind-party developers.

In addition, we have certain celebrity, league eotent license contracts that contain minimum goi@e payments and marketing
commitments that may not be dependent on any delies. Celebrities and organizations with whomhaee contracts include: FIFA,
FIFPRO Foundation, FAPL (Football Association Prentieague Limited), and DFL Deutsche FuR3ball LigabBl (German Soccer League)
(professional soccer); National Basketball Assdaafprofessional basketball); PGA TOUR and Tigesdlls (professional golf); National
Hockey League and NHL Players’ Association (prafesal hockey); Warner Bros. (Harry Potter); NatibRaotball League Properties,
PLAYERS Inc., and Red Bear Inc. (professional fadjb Collegiate Licensing Company (collegiate foal); ESPN (content in EA SPORTS
games); Hasbro, Inc. (most of Hasbro’s toy and gentedlectual properties); and LucasArts and Lucasnsing (Star Wars: The Old
Republic). These developer and content license doments represent the sum of (1) the cash paynter@sinder non-royalty-bearing licenses
and services agreements and (2) the minimum gueedmayments and advances against royalties des toyahlty-bearing licenses and
services agreements, the majority of which are itimmél upon performance by the counterparty. Theggmum guarantee payments and any
related marketing commitments are included in et below.

The following table summarizes our unrecognizedimimm contractual obligations as of June 30, 20hd, the effect we expect them to have
on our liquidity and cash flow in future periods (hillions):

Contractual Obligations

Developer/ Other
Leases Licensor Purchase

Fiscal Year Ending March 31, (a) Commitments Marketing Obligations Total

2012 (remaining nine months) $ 35 $ 13¢€ $ 98 $ 10 $ 281
2013 50 19¢ 38 3 28¢
2014 43 12¢€ 68 3 24C
2015 29 10¢€ 32 2 16¢
2016 20 84 33 — 137
Thereaftel 14 34¢ 95 — 457
Total $ 191 $ 1,00( $ 364 $ 18 $1,57:

®  See discussion on operating leases in the “OffiBazSheet Commitmentseéction below for additional information. Lease coitments
have not been reduced by minimum sub-lease refiofalmutilized office space resulting from our rganization activities of
approximately $11 million due in the future unden-cancelable si-leases

The amounts represented in the table above refleainrecognized minimum cash obligations for #spective fiscal years, but do not
necessarily represent the periods in which thelyheilrecognized and expensed in our Condensed Gaeitsal Financial Statements. In
addition, the amounts in the table above are pteddrased on the dates the amounts are contractiued] however, certain payment
obligations may be accelerated depending on tHenpeance of our operating results.

In addition to what is included in the table aboa® of June 30, 2011, we had a liability for unggiped tax benefits and an accrual for the
payment of related interest totaling $240 milliohwhich approximately $40 million is offset by pricash deposits to tax authorities for issues
pending resolution. For the remaining liability, e unable to make a reasonably reliable estinfatdien cash settlement with a taxing
authority will occur.
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OFF-BALANCE SHEET COMMITMENTS
Lease Commitments

As of June 30, 2011, we leased certain of our atifeeilities, furniture and equipment under nomaaable operating lease agreements. We
were required to pay property taxes, insurancenanchal maintenance costs for certain of theseif@sland any increases over the base year
of these expenses on the remainder of our fasilitie

Director Indemnity Agreements

We entered into indemnification agreements wittheafdhe members of our Board of Directors at theetthey joined the Board to indemnify
them to the extent permitted by law against anyalhihbilities, costs, expenses, amounts paiseitilement and damages incurred by the
directors as a result of any lawsuit, or any jualicadministrative or investigative proceeding inieh the directors are sued or charged as a
result of their service as members of our BoarDioéctors.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
MARKET RISK

We are exposed to various market risks, includimgnges in foreign currency exchange rates, inteagss and market prices, which have
experienced significant volatility in light of tiggobal economic downturn. Market risk is the poi@rbss arising from changes in market rates
and market prices. We employ established poliaiespaactices to manage these risks. Foreign cuyrrepiton and forward contracts are used
to hedge anticipated exposures or mitigate sonsiegiexposures subject to foreign exchange rigksasissed below. While we do not hedge
our short-term investment portfolio, we protect short-term investment portfolio against differemdrket risks, including interest rate risk as
discussed below. Our cash and cash equivalent®l@itonsists of highly liquid investments withsignificant interest rate risk and original or
remaining maturities of three months or less atithe of purchase. We also do not currently hedgenmarket price risk relating to our
marketable equity securities and we do not enterderivatives or other financial instruments fi@ding or speculative purposes.

Foreign Currency Exchange Rate Risk

Cash Flow Hedging ActivitiesFrom time to time, we hedge a portion of our iigmecurrency risk related to forecasted foreignrency-
denominated sales and expense transactions byagsimghforeign currency option contracts that gdhehave maturities of 15 months or less.
These transactions are designated and qualifysisfav hedges. The derivative assets associatddoni hedging activities are recorded at
fair value in other current assets on our Conde@s®usolidated Balance Sheets. The effective podfayains or losses resulting from changes
in the fair value of these hedges is initially repd, net of tax, as a component of accumulatedrabmprehensive income in stockholders’
equity. The gross amount of the effective portibgains or losses resulting from changes in theviaue of these hedges is subsequently
reclassified into net revenue or research and dpuatnt expenses, as appropriate, in the period Wigeforecasted transaction is recognize
our Condensed Consolidated Statements of Operatiotize event that the gains or losses in accurdilather comprehensive income are
deemed to be ineffective, the ineffective portidrgyains or losses resulting from changes in falu@aif any, is reclassified to interest and other
income, net, in our Condensed Consolidated Stattnoéi©perations. In the event that the underlyorgcasted transactions do not occur, or it
becomes remote that they will occur, within theirksd hedge period, the gains or losses on theexktzish flow hedges are reclassified from
accumulated other comprehensive income to intarebther income, net, in our Condensed Consotidatatements of Operations. During
the reporting periods, all forecasted transactmtsirred and, therefore, there were no such gailesses reclassified into interest and other
income, net. Our hedging programs are designeeldioce, but do not entirely eliminate, the impaatwfency exchange rate movements in net
revenue and research and development expense$.JAsen30, 2011, we had foreign currency optiortreats to purchase approximately $14
million in foreign currency and to sell approximigt&95 million of foreign currency. All of the foign currency option contracts outstanding as
of June 30, 2011 will mature in the next 12 mon#sof March 31, 2011, we had foreign currency apitontracts to purchase approximately
$40 million in foreign currency and to sell appnotely $10 million of foreign currency. As of JuB@, 2011 and March 31, 2011, the fair
value of these outstanding foreign currency optiontracts was immaterial and is included in otherent assets.

Balance Sheet Hedging Activiti. We use foreign currency forward contracts togait foreign currency risk associated with foretgmnrency-
denominated monetary assets and liabilities, pilyneatercompany receivables and payables. Theidareurrency forward contracts generally
have a contractual term of three months or lessaamdransacted near month-end. Our foreign cuyraravard contracts are not designated as
hedging instruments, and are accounted for asaterés whereby the fair value of the contractegorted as other current assets or accrued
and other current liabilities on our Condensed ©bdated Balance Sheets, and gains and lossegingsinbm changes in the fair value are
reported in interest and other income, net, in@omdensed Consolidated Statements of Operatiomsgdins and losses on these foreign
currency forward contracts generally offset thengaind losses on the underlying foreign-currenayedenated monetary assets and liabilities,
which are also reported in interest and other ireamet, in our Condensed Consolidated Statemer@pefations. In certain cases, the amount
of such gains and losses will significantly diffesm the amount of gains and losses recognizeth@mnderlying foreign-currency-
denominated monetary asset or liability, in whielse our results will be impacted. As of June 3Q,12We had foreign currency forward
contracts to purchase and sell approximately $1##bmin foreign currencies. Of this amount, $1tfllion represented contracts to sell
foreign currencies in exchange for U.S. dollard], 88llion to purchase foreign currency in exchafweU.S. dollars, and $21 million to sell
foreign currency in exchange for British poundslstg. As of March 31, 2011, we had foreign curngfierward contracts to purchase and sell
approximately $187 million in foreign currencied. tBis amount, $140 million represented contractsell foreign currencies in exchange for
U.S. dollars, $31 million to purchase foreign camgin exchange for U.S. dollars and $16 milliorsétl foreign currency in exchange for
British pounds sterling. The fair value of our figire currency forward contracts was immaterial adwfe 30, 2011 and March 31, 2011.
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We believe the counterparties to these foreignenimy forward and option contracts are creditwortiyftinational commercial banks. While

we believe the risk of counterparty nonperformaisagot material, the disruption in the global fical markets has impacted some of the
financial institutions with which we do businesssiéstained decline in the financial stability afdincial institutions as a result of the disruption
in the financial markets could affect our abilitygecure credit-worthy counterparties for our fgmeturrency hedging programs.

Notwithstanding our efforts to mitigate some fore@urrency exchange rate risks, there can be noas= that our hedging activities v
adequately protect us against the risks assocritbdoreign currency fluctuations. As of June 32011, a hypothetical adverse foreign
currency exchange rate movement of 10 percent petéent would have resulted in potential declingbe fair value of the premiums on our
foreign currency option contracts used in cash fieaging of $1 million in each scenario. As of J80e2011, a hypothetical adverse foreign
currency exchange rate movement of 10 percent petéent would have resulted in potential losseswrforeign currency forward contracts
used in balance sheet hedging of $17 million arsli$iflion, respectively. This sensitivity analysissumes a parallel adverse shift of all
foreign currency exchange rates against the U.l&argdbowever, all foreign currency exchange ratesiot always move in such manner and
actual results may differ materially.

Interest Rate Risk

Our exposure to market risk for changes in inten&sts relates primarily to our short-term invegihmortfolio. We manage our interest rate
risk by maintaining an investment portfolio genbrabnsisting of debt instruments of high crediality and relatively short maturities.
However, because short-term investments maturgvwelaquickly and are required to be reinvestethatthen-current market rates, interest
income on a portfolio consisting of short-term istreents is more subject to market fluctuations thaortfolio of longer term investments.
Additionally, the contractual terms of the inveshitgedo not permit the issuer to call, prepay oepf#lise settle the investments at prices less
than the stated par value. Our investments arefoefglirposes other than trading. Also, we do rs&t derivative financial instruments in our
short-term investment portfolio.

As of June 30, 2011 and March 31, 2011, our slwninvestments were classified as available-fte-securities and, consequently, were
recorded at fair value with unrealized gains oséssresulting from changes in fair value reported aeparate component of accumulated other
comprehensive income, net of tax, in stockholdegsiity. Our portfolio of short-term investments sisted of the following investment
categories, summarized by fair value as of Jun@@01 and March 31, 2011 (in millions):

As of As of

June 30 March

2011 2011

Corporate bond $ 242 $25¢
U.S. Treasury securitie 11¢ 124
U.S. agency securitie 11¢€ 10z
Commercial pape 25 18
Total shor-term investment $ 502 $497

Notwithstanding our efforts to manage interest regties, there can be no assurance that we wildeg@ately protected against risks associ
with interest rate fluctuations. At any time, arghehange in interest rates could have a signifizapact on the fair value of our investment
portfolio. The following table presents the hypdita& changes in the fair value of our short-tenweistment portfolio as of June 30, 2011,
arising from potential changes in interest raté®e fodeling technique estimates the change ivéhire from immediate hypothetical parallel
shifts in the yield curve of plus or minus 50 bgsints (“BPS”), 100 BPS, and 150 BPS.
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Valuation of Securities Fair Value Valuation of Securities
Given an Interest Rate Given an Interest Rate
Decrease of X Basis Points as of Increase of X Basis Points
June 30,

(In millions) (150 BPS (100 BPS (50 BPS 2011 50 BPS 100 BP¢ 150 BP¢
Corporate bond $ 247 $ 245  $ 244 $ 24z $241 $ 24C $ 23¢
U.S. Treasury securitie 12C 11€ 11¢€ 11€ 11€ 11¢ 11¢E
U.S. agency securitie 12C 12C 11¢ 11¢€ 117 11€ 11€
Commercial pape 25 25 25 25 25 25 25
Total shor-term investment $ 51z $ 506 $ 506 $ 50 $49¢ $ 49€ $ 494

Market Price Risk

The fair value of our marketable equity securitrepublicly traded companies is subject to marketepvolatility and foreign currency risk for
investments denominated in foreign currencies. fAkioe 30, 2011 and March 31, 2011, our marketedplaty securities were classified as
available-for-sale securities and, consequentlyewecorded on our Condensed Consolidated BalameetSat fair value with unrealized gains
or losses resulting from changes in fair value reggbas a separate component of accumulated athgsrehensive income, net of tax, in
stockholders’ equity. The fair value of our marké¢éaequity securities as of June 30, 2011 and Maig¢l2011 was $172 million and $161
million, respectively.

Our marketable equity securities have been, andaoaginue to be, adversely impacted by volatilityhe public stock markets. At any time, a
sharp change in market prices in our investmenitsadrketable equity securities could have a sigaificmpact on the fair value of our
investments. The following table presents hypotatithanges in the fair value of our marketablatggpecurities as of June 30, 2011, arising
from changes in market prices of plus or minus @%ent, 50 percent, and 75 percent.

Valuation of Securities Fair Value Valuation of Securities
Given an X Percentage Decrease Given an X Percentage Increase
in Each Stock’s Market Price as of in Each Stock’s Market Price
June 30,
(In millions) (75%) (50%) (25%) 2011 25% 50% 75%
Marketable equity securities $ 43 $ 86 $ 12¢ $ 17z $ 21t $ 25¢ $ 301
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ltem 4. Controls and Procedures
Definition and limitations of disclosure controls

Our disclosure controls and procedures (as defin&illes 13a-15(e) and 15d-15(e) under the Seesifixchange Act of 1934, as amended
(the “Exchange Act”)) are controls and other prared that are designed to ensure that informaéignired to be disclosed in our reports filed
under the Exchange Act, such as this report, isrdeal, processed, summarized and reported witkitirtte periods specified in the SEC’s
rules and forms. Disclosure controls and procedareslso designed to ensure that such informé&iancumulated and communicated to our
management, including the Chief Executive Officed £hief Financial Officer, as appropriate to allomely decisions regarding required
disclosure. Our management evaluates these coatrdlprocedures on an ongoing basis.

There are inherent limitations to the effectivenafsany system of disclosure controls and procesiurbese limitations include the possibility
of human error, the circumvention or overridingled controls and procedures and reasonable resooinséraints. In addition, because we t
designed our system of controls based on certaumastions, which we believe are reasonable, alheuikelihood of future events, our syst
of controls may not achieve its desired purposesuat possible future conditions. Accordingly, alisclosure controls and procedures pro
reasonable assurance, but not absolute assurdreagieving their objectives.

Evaluation of disclosure controls and procedures

Our Chief Executive Officer and our Chief Finandtfficer, after evaluating the effectiveness of disclosure controls and procedures, bel
that as of the end of the period covered by thpsnte our disclosure controls and procedures wkeetive in providing the requisite reasonable
assurance that material information required tdibelosed in the reports that we file or submitemttie Exchange Act is recorded, processed,
summarized and reported within the time periodsi§ipe in the SEC’s rules and forms, and is accuated and communicated to our
management, including our Chief Executive Officed &£hief Financial Officer, as appropriate to alltmvely decisions regarding the required
disclosure.

Changes in internal control over financial reportim

There has been no change in our internal contred fimancial reporting identified in connection vibur evaluation that occurred during the
three months ended June 30, 2011 that has majeafédicted or is reasonably likely to materiallyest our internal control over financial
reporting.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceeding:

We are subject to claims and litigation arisinghia ordinary course of business. We do not belibaeany liability from any reasonably
foreseeable disposition of such claims and litmatindividually or in the aggregate, would havaaterial adverse effect on our Condensed
Consolidated Financial Statements.

ltem 1A. Risk Factors

Our business is subject to many risks and uncei¢ainvhich may affect our future financial perf@anee. If any of the events or circumstances
described below occurs, our business and finapeidbrmance could be harmed, our actual resultkiditfer materially from our expectatio
and the market value of our stock could declinee fikks and uncertainties discussed below areheobitly ones we face. There may be
additional risks and uncertainties not currentlpwn to us or that we currently do not believe aetarial that may harm our business and
financial performance.

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

Competition in our industry is intense and we expesv competitors to continue to emerge througtioeitvorld. Our competitors range from
large established companies to emerging starttopsur industry, though many new products and sesvare regularly introduced, only a
relatively small number of “hit” titles accountsrfa significant portion of total revenue for thelirstry. We have significantly reduced the
number of games that we develop, publish and digki in fiscal year 2010, we published 54 primiitigs, and in fiscal year 2011, we
published 36. In fiscal year 2012, we expect teasé 22 primary titles, including launching our siasy — multiplayer online role-playing
gameStar Wars: The Old RepublidPublishing fewer titles means that we concentratee of our development spending on each titld, an
driving “hit” titles often requires large marketimgidgets and media spend. The underperformancéttd may have a large adverse impact on
our financial results. Also, hit products or seedmffered by our competitors may take a largereshbiconsumer spending than we anticipate,
which could cause revenue generated from our ptedud services to fall below expectations.

In addition, both the online and mobile games miptkees are characterized by frequent productduictons, relatively low barriers to entry,
and new and evolving business methods, technolagiéplatforms for development. We expect competiin these markets to intensify. It is
also possible that consumer adoption of these natfiopns for games and other technological advaircesline or mobile game offerings
could negatively impact our sales of console, hatiland traditional PC products before we haveidsfitly developed profitable businesses
in these markets. If our competitors develop andketanore successful products or services, offerpetitive products or services at lower
price points or based on payment models perceisexffaring a better value proposition (such as-foeplay or subscription-based models), or
if we do not continue to develop consistently higrality and well-received products and services reuenue, margins, and profitability will
decline.

Our operating results will be adversely affected ifve do not consistently meet our product developméschedules or if key events or
sports seasons that we tie our product release sches to are delayed or cancelled.

Our business is highly seasonal, with the highmstls of consumer demand and a significant pergerdfour sales occurring in the December
quarter. If we miss these key selling periods for eeason, including product delays, product cdatiehs, or delayed introduction of a new
platform for which we have developed products, sales will suffer disproportionately. Our ability meet product development schedules is
affected by a number of factors, including the tveaprocesses involved, the coordination of leagd sometimes geographically dispersed
development teams required by the increasing cofitplef our products and the platforms for whicleyrare developed, and the need to fine-
tune our products prior to their release. We haysmeenced development delays for our producthénpiast, which caused us to push back or
cancel release dates. We also seek to releasengandaucts in conjunction with specific eventsglsas the beginning of a sports season or
major sporting event, or the release of a relatedien If a key event or sports season to whichpvaduct release schedule is tied were to be
delayed or cancelled, our sales would also suffgrdportionately. In the future, any failure toehanticipated production or release sched
would likely result in a delay of revenue and/osgibly a significant shortfall in our revenue, isase our development expense, harm our
profitability, and cause our operating results ¢oniaterially different than anticipated.
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If our marketing and advertising efforts fail to resonate with our customers, our business and operatj results could be adversely
affected.

Our products are marketed worldwide through a die¥epectrum of advertising and promotional programneh as television and online
advertising, print advertising, retail merchandigiwebsite development and event sponsorship. Rilitygo sell our products and services is
dependent in part upon the success of these pregththe marketing for our products and serviaabktb resonate with our customers,
particularly during the critical holiday seasondarring other key selling periods, or if advertisiages or other media placement costs increase,
these factors could have a material adverse ingraour business and operating results.

Our business is highly dependent on the success aadailability of video game hardware systems manufdured by third parties, as well
as our ability to develop commercially successfulrpducts for these systems.

We derive most of our revenue from the sale of petgifor play on video game hardware systems (whiglalso refer to as “platforms”)
manufactured by third parties, such as Sony’s PLAXBON 3, Microsoft's Xbox 360 and Nintendo’s Wilhe success of our business is
driven in large part by the commercial successaatatjuate supply of these video game hardware systamability to accurately predict
which systems will be successful in the marketplacel our ability to develop commercially succekpfaducts for these systems. We must
make product development decisions and commit fignit resources well in advance of anticipateddpnt ship dates. A platform for which
we are developing products may not succeed or raag h shorter life cycle than anticipated. If caonsudemand for the systems for which
are developing products is lower than our expemtatiour revenue will suffer, we may be unableutty frecover the investments we have m
in developing our products, and our financial perfance will be harmed. Alternatively, a systemvidnich we have not devoted significant
resources could be more successful than we haallynénticipated, causing us to miss out on megfitihrevenue opportunities.

Our adoption of new business models could fail torpduce our desired financial returns.

We are actively seeking to monetize game propettiiesigh a variety of new platforms and businesdets) including online distribution of
full games and additional content, free-to-play garsupported by advertising and/or micro-transastan social networking services and
subscription services. Forecasting our revenuegeofiability for these new business models iseir@mtly uncertain and volatile. Our actual
revenues and profits for these businesses mayh#isantly greater or less than our forecasts. ifdidally, these new business models could
fail for one or more of our titles, resulting irettoss of our investment in the development ancgtfucture needed to support these new
business models, and the opportunity cost of divgrnanagement and financial resources away frome successful businesses.

Technology changes rapidly in our business and ifevfail to anticipate or successfully develop gamésr new platforms and services,
adopt new distribution technologies or methods, oimplement new technologies in our games, the qualittimeliness and
competitiveness of our products and services wiluffer.

Rapid technology changes in our industry requirtounticipate, sometimes years in advance, wheichrtologies we must implement and take
advantage of in order to make our products andaEs\competitive in the market. We have invested,ia the future may invest, in new
business strategies, technologies, products, anites. Such endeavors may involve significantsiakd uncertainties, and no assurance c
given that the technology we choose to adopt aegkatforms, products and services that we purslidevsuccessful and will not materially
adversely affect our reputation, financial conditiand operating results.

Our product development usually starts with palticplatforms and distribution methods in mind, andnge of technical development goals
that we hope to be able to achieve. We may nobleeta achieve these goals, or our competition begble to achieve them more quickly and
effectively than we can. In either case, our presland services may be technologically inferiootio competitors’, less appealing to
consumers, or both. If we cannot achieve our teldgyogoals within the original development schedfileur products and services, then we
may delay their release until these technologygyoah be achieved, which may delay or reduce revand increase our development
expenses. Alternatively, we may increase the ressuemployed in research and development in amptt® accelerate our development of
new technologies, either to preserve our produstorice launch schedule or to keep up with ourpetition, which would increase our
development expenses. We may also miss opportsiitiadopt technology, or develop products andces\for new platforms or services that
become popular with consumers, which could adveiséct our revenues. It may take significant tiamel resources to shift our focus to such
technologies or platforms, putting us at a competilisadvantage.
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We may experience outages and disruptions of our bne services if we fail to maintain adequate opet@nal services and supporting
infrastructure.

As we increase our online products and servicegxpect to continue to invest in technology semvi¢ardware and software—including data
centers, network services, storage and databdsediegies—to support existing services and to e new products and services including
websites, ecommerce capabilities, online game camtias and online game play services. Creatingafigopriate support for online business
initiatives is expensive and complex, and couldiltén inefficiencies or operational failures, aimdreased vulnerability to cyber attacks, which
could diminish the quality of our products, sergicand user experience. Such failures could reésditmage to our reputation and loss of
current and potential users, subscribers, and @sles which could harm our business. In additiwa,could be adversely impacted by outages
and disruptions in the online platforms of our keysiness partners, who offer our products and cesvi

If we release defective products, our operating redts could suffer.

Products such as ours are extremely complex sadtpragrams, and are difficult to develop, manufeeand 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 seasonable resource constraints. Therefore, tie#y controls and preventative measures
may not be effective in detecting defects in owduoicts before they have been reproduced and reléatsethe marketplace. In such an event,
we could be required to or may find it necessarydiointarily recall a product or suspend its auaility, which could significantly harm our
business and operating results.

Our business could be adversely affected if our cenmer data protection measures are not seen as adede or there are breaches of
our security measures or unintended disclosures ofur consumer data.

There are several inherent risks to engaging iimess online and directly with end consumers offoducts. As we conduct more
transactions online directly with consumers, we mayhe victim of fraudulent transactions, inclugleredit card fraud, which presents a ris
our revenues and potentially disrupts service tocomsumers. In addition, we are collecting andisgomore consumer information, including
personal information and credit card informatiore ¥8ke measures to protect our consumer data framtliorized access or disclosure. It is
possible that our security controls over consunaga dhay not prevent the improper access or disaasiupersonally identifiable information.
A security breach that leads to disclosure of coresuaccount information (including personally idéable information) could harm our
reputation, compel us to comply with disparate bherotification laws in various jurisdictions antherwise subject us to liability under laws
that protect personal data, resulting in increasets or loss of revenue. A resulting percepti@at ttur products or services do not adequately
protect the privacy of personal information cowgult in a loss of current or potential consumersfir online offerings that require the
collection of consumer data. Our key business pastalso face these same risks and any securiigtoes of their system could adversely
impact our ability to offer our products and seeddhrough their platforms, resulting in a lossnafaningful revenues.

In addition, the interpretation and applicatiorcohsumer and data protection laws in the U.S., liemd elsewhere are often uncertain,
contradictory and in flux. It is possible that taéaws may be interpreted and applied in a marvaris inconsistent with our data practices. If
so, this could result in government imposed finegrders requiring that we change our data pragtieich could have an adverse effect on
our business. Complying with these various lawddtoause us to incur substantial costs or requir®hange our business practices in a
manner adverse to our business.

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

During the three months ended June 30, 2011, ajppadely 70 percent of our North America sales wasale to our top ten customers. In
Europe, our top ten customers accounted for apmabely 45 percent of our sales in that territoryiry the three months ended June 30, 2011.
Worldwide, we had direct sales to one customer, €&top Corp., which represented approximately 18guetrof total net revenue for the three
months ended June 30, 2011. Though our producvaikable to consumers through a variety of retaibknd directly through us, the
concentration of our sales in one, or a few, langgtomers could lead to a short-term disruptionunsales if one or more of these customers
significantly reduced their purchases or ceaseaxitry our products, and could make us more vulderabcollection risk if one or more of
these large customers became unable to pay fgroducts or declared bankruptcy. Additionally, cereivables from these large customers
increase significantly in the December quartethay make purchases in anticipation of the holiddling season. Also, having such a large
portion of our total net revenue concentrated fievacustomers could reduce our negotiating levevatethese customers. If one or more of
our key customers experience deterioration in thesiness, or become unable to obtain sufficierarfcing to maintain their operations, our
business could be harmed.
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Our industry is cyclical, driven by the periodic introduction of new video game hardware systems. Aseacontinue to move through the
current cycle, our industry growth may slow down am as a result, our operating results may be difficli to predict.

Video game hardware systems have historically hifd aycle of four to six years, which causes tigeo game software market to be cyclical
as well. The current cycle began with Microsoftismch of the Xbox 360 in 2005, and continued in62@@en Sony and Nintendo launched
their next-generation systems, the PLAYSTATION 8 &me Wii, respectively. Sales of software desigftedhese hardware systems represent
the majority of our revenue, so our growth and sgsds highly correlated to sales of video gamevaare systems. While there are indications
that this current cycle may be extended longer tiréor cycles — in part, due to the growth of oeliservices and content, the greater graphic
and processing power of the current generationvireng] and the introduction of new peripherals —wghoin the installed base of the current
generation of video game systems is likely to sftown in the coming years. This slow-down in salegideo game players may cause a
corresponding slow-down in the growth of salesidée game software, which could significantly affear operating results.

Sales of used video game products could lower ouales of new video games.

Certain of our retail customers sell used video garysed video game sales have been growing irhMonierica, and are emerging in Europe.
Used video games are generally priced lower thanwigeo games and the margins on used games salgeerally greater for retailers than
the margins on new game sales. We do not receiamue from retailers’ sales of used video gamedesSd used video games may negatively
impact our sales and profitability.

The video game hardware manufacturers are among ouwhief competitors and frequently control the manuécturing of and/or access ti
our video game products. If they do not approve ouproducts, we will be unable to ship to our custonrs.

Our agreements with hardware licensors (such ag fdorthe 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 produgtsch could, in certain circumstances,
leave us unable to get our products approved, raatwred and shipped to customers. These hardvearesbrs are also among our chief
competitors. Generally, control of the approval amhufacturing process by the hardware licensareases both our manufacturing lead
times and costs as compared to those we can adhi@dseendently. While we believe that our relatlips with our hardware licensors are
currently good, the potential for these licensordélay or refuse to approve or manufacture outyeets exists. Such occurrences would harm
our business and our financial performance.

We also require compatibility code and the conséi®ony, Microsoft and Nintendo in order to inclualdine capabilities in our products for
their respective platforms and to digitally distrib our products through their proprietary networs online capabilities for video game
systems become more significant, Sony, Microsodt ldmtendo could restrict the manner in which wevide online capabilities for our
products. They may also restrict the number of petgithat we may distribute digitally on their netks. If Sony, Microsoft or Nintendo refu
to approve our products with online capabilitiestrict our digital download offerings on their priztary networks, or significantly impact the
financial terms on which these services are offéoealir customers, our business could be harmed.

The video game hardware manufacturers set the roybl rates and other fees that we must pay to publisgames for their platforms, and
therefore have significant influence on our costdf one or more of these manufacturers change theiiee structure, our profitability will
be materially impacted.

In order to publish products for a video game systeich as the Xbox 360, PLAYSTATION 3 or Wii, we shteke a license from Microsoft,
Sony and Nintendo, respectively, which gives tresapanies the opportunity to set the fee struchaewe must pay in order to publish gai
for that platform. Similarly, these companies hastained the flexibility to change their fee sturets, or adopt different fee structures for
online purchases of games, online gameplay and o#ve features for their consoles. The control treatiware manufacturers have over the
structures for their platforms and online accesddcadversely impact our costs, profitability andrgins. Because publishing products for
video game systems is the largest portion of ogirfass, any increase in fee structures would sigmifly harm our ability to generate profits.
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If we are unable to maintain or acquire licenses tinclude intellectual property owned by others in ar games, or to maintain or acquire
the rights to publish or distribute games developedby others, we will sell fewer hit titles and our evenue, profitability and cash flows
will decline. Competition for these licenses may nik& them more expensive and reduce our profitability

Many of our products are based on or incorporatdl@ctual property owned by others. For example,EBA SPORTS products include rights
licensed from major sports leagues and playergidastons. Similarly, many of our other hit fransés, such as Harry Potter, are based on key
film and literary licenses and our Hasbro prodaetsbased on a license for these key toy and gaoperies. In addition, some of our
successful products in fiscal year 20Bi)letstormandCrysis 2,were products for which we acquired publishing tégihrough a license from
the product’s creator/owner. Competition for thiksenses and rights is intense. If we are unabledmtain these licenses and rights or obtain
additional licenses or rights with significant coential value, our revenues, profitability and céistvs will decline significantly. Competition
for these licenses may also drive up the advameesantees and royalties that we must pay to larsrend developers, which could
significantly increase our costs and reduce oufitaiility.

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

The market for technical, creative, marketing atiteopersonnel essential to the development antlatiag of our products and management
of our businesses is extremely competitive. Outile@position within the interactive entertainmamtustry makes us a prime target for
recruiting of executives and key creative taleinivé cannot successfully recruit and retain the leyges we need, or replace key employees
following their departure, our ability to developcamanage our business will be impaired.

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

Our business is subject to risks that are geneaakpciated with the entertainment industry, mdrwhoch are beyond our control. These risks
could negatively impact our operating results aralide: the popularity, price and timing of our gamand the platforms on which they are
played; economic conditions that adversely afféstrétionary consumer spending; changes in consderaographics; the availability and
popularity of other forms of entertainment; andical reviews and public tastes and preferencegwmay change rapidly and cannot
necessarily be predicted.

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

We expect to continue making acquisitions or enteimto other strategic transactions includinggdquisitions of companies, businesses,
intellectual properties, and other assets, (2) ntinsvestments in strategic partners, and (3gBtments in new interactive entertainment
businesses (for example, online and mobile pubigspiatforms) as part of our long-term businesstsyry. These transactions involve
significant challenges and risks including that tife@saction does not advance our business streteggywe do not realize a satisfactory return
on our investment, that we acquire unknown liak#it or that we experience difficulty in the intation of business systems and technologies,
the integration and retention of new employeesn dne maintenance of key business and customatiarships of the businesses we acquire,
or diversion of management’s attention from oureothusinesses. These events could harm our opgrasalts or financial condition.

Future acquisitions and investments could alsolie/the issuance of our equity and equity-linkecusities (potentially diluting our existing
stockholders), the incurrence of debt, contingiatilities or amortization expenses, write-offsgmiodwill, intangibles, or acquired in-process
technology, or other increased cash and non-cgsnees, such as stock-based compensation. Ang &bitlgoing factors could harm our
financial condition or prevent us from achievingormvements in our financial condition and operafiegformance that could have otherwise
been achieved by us on a stand-alone basis. Gakigtiolers may not have the opportunity to reviestevon or evaluate future acquisitions or
investments.
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We may be subject to claims of infringement of thid-party intellectual property rights, which could harm our business.

From time to time, third parties may assert cla@igainst us relating to patents, copyrights, tradksygersonal publicity rights, or other
intellectual property rights to technologies, prouwr delivery/payment methods that are importamur business. Although we believe that
we make reasonable efforts to ensure that our ptedio not violate the intellectual property rightthers, it is possible that third parties still
may claim infringement. For example, we may be acttjo intellectual property infringement claimerfr certain individuals and companies
who have acquired patent portfolios for the solgppse of asserting such claims against other coimpam addition, many of our products are
highly realistic and feature materials that aresblasn real world examples, which may be the sulgieettellectual property infringement
claims of others. From time to time, we receive oamications from third parties regarding such ckiBxisting or future infringement claims
against us, whether valid or not, may be time corsg and expensive to defend. Such claims or litbga could require us to pay damages
other costs, stop selling the affected productiesign those products to avoid infringement, oriwbé license, all of which could be costly ¢
harm our business. In addition, many patents haea lssued that may apply to potential new modekeldfering, playing or monetizing game
software products and services, such as thosevthatoduce or would like to offer in the future. Wiy discover that future opportunities to
provide new and innovative modes of game play ardegdelivery to consumers may be precluded byiegiglatents that we are unable to
license on reasonable terms.

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

We are currently, and from time to time in the fetmay become, subject to legal proceedings, clditiggtion and government investigations
or inquiries, which could be expensive, lengthyd disruptive to normal business operations. Intidithe outcome of any legal proceedings,
claims, litigation, investigations or inquiries mig difficult to predict and could have a mateadVerse effect on our business, operating
results, or financial condition.

Our business is subject to increasing regulation ahthe adoption of proposed legislation we oppose wd negatively impact our
business.

Legislation is continually being introduced in tHaited States at the local, state and federal $efeelthe establishment of government
mandated rating requirements or restrictions otridigion of entertainment software based on canfBm date, most courts that have ruled on
such legislation have ruled in a manner favorablia¢ interactive entertainment industry. Othemtras have adopted or are considering laws
regulating or mandating ratings requirements oergginment software content and certain foreigmeaes already allow government
censorship of entertainment software products. Aidomf government ratings system or restrictiongl@stribution of entertainment software
based on content could harm our business by lighitie products we are able to offer to our custeraed compliance with new and possibly
inconsistent regulations for different territorimsuld be costly or delay the release of our pragluct

As we increase the online delivery of our prodaatd services, we are subject to a number of for@mghdomestic laws and regulations that
affect companies conducting business on the Inteimaddition, laws and regulations relating temugrivacy, data collection and retention,
content, advertising and information security hbeen adopted or are being considered for adopgiondny countries throughout the world.
The costs of compliance with these laws may ina@&ashe future as a result of changes in integpi@t. Furthermore, any failure on our part
to comply with these laws or the application ofséaws in an unanticipated manner may harm ounéss.

Our products are subject to the threat of piracy am unauthorized copying.

We take measures to protect our pre-release s&ftarad other confidential information from unautked access. A security breach that results
in the disclosure of preslease software or other confidential assets deald or contribute to piracy of our games or otli® compromise ot
product plans.

Further, entertainment software piracy is a pegaigproblem in our industry. The growth in peempter networks and other channels to
download pirated copies of our products, the irgirgpavailability of broadband access to the Ireaeemd the proliferation of technology
designed to circumvent the protection measures wibdur products all have contributed to an exgdam in piracy. Though we take technical
steps to make the unauthorized copying of our prtsdimore difficult, as do the manufacturers of abes on which our games are played, tl
efforts may not be successful in controlling theapy of our products.

While legal protections exist to combat piracy vaming and curbing infringement through enforcetredrour intellectual property rights may
be difficult, costly and time consuming, particl§jain countries where laws are less protectiventéliectual property rights. Further, the scope
of the legal protection of copyright and prohibitioagainst the circumvention of technological prtiée measures to protect copyrighted wi
are often under scrutiny by courts and governingjd® The repeal or weakening of laws intendedtolat piracy, protect intellectual prope
and prohibit the circumvention of technological geation measures could make it more difficult ferta adequately protect against piracy.
These factors could have a negative effect on mwtitp and profitability in the future.
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If one or more of our titles were found to contairhidden, objectionable content, our business couldiffer.

Throughout the history of our industry, many vidgones have been designed to include certain hiclolgent and gameplay features that are
accessible through the use of in-game cheat cadather technological means that are intended aece the gameplay experience. However,
in several cases, hidden content or features hese tound to be included in other publishgngiducts by an employee who was not author

to do so or by an outside developer without thenkadge of the publisher. From time to time, sonden content and features have contained
profanity, graphic violence and sexually expliditatherwise objectionable material. In a few ca#ies Entertainment Software Ratings Board
("ESRB") has reacted to discoveries of hidden congand features by reviewing the rating that wagioally assigned to the product, requiring
the publisher to change the game packaging anidiagfthe publisher. Retailers have on occasionteghto the discovery of such hidden
content by removing these games from their shehedgsing to sell them, and demanding that thelipbers accept them as product returns.
Likewise, consumers have reacted to the revelatidridden content by refusing to purchase such gademanding refunds for games they
have already purchased, and refraining from bugthgr games published by the company whose gantained the objectionable material.

We have implemented preventative measures destgrmrediuce the possibility of hidden, objectionatidatent from appearing in the video
games we publish. Nonetheless, these preventatasumnes are subject to human error, circumventiogrriding, and reasonable resource
constraints. In addition, to the extent we acqaimmmpany without similar controls in place, thegbility of hidden, objectionable content
appearing in video games developed by that companhfor which we are ultimately responsible couldrease. If a video game we published
were found to contain hidden, objectionable contére ESRB could demand that we recall a game hadge its packaging to reflect a revised
rating, retailers could refuse to sell it and dechese accept the return of any unsold copies ormstfrom customers, and consumers could
refuse to buy it or demand that we refund their eyorThis could have a material negative impactunaperating results and financial
condition. In addition, our reputation could berhad, which could impact sales of other video gamesell. If any of these consequences

to occur, our business and financial performanegdcbe significantly harmed.

Our debt service obligations may adversely affectus cash flow.

While our Notes are outstanding, we will have dedvice obligations on the Notes of approximatéyn8llion per year. We intend to fulfill
our debt service obligations from cash generatedunyoperations and from our existing cash andstments. WWe may enter into other
financial instruments in the future.

Our indebtedness could have significant negativesequences. For example, it could:
» increase our vulnerability to general adverse enoo@nd industry condition:

» limit our ability to obtain additional financini

* require the dedication of a substantial portioamy cash flow from operations to the payment afigigal of, and interest on, our
indebtedness, thereby reducing the availabilitguath cash flow to fund our growth strategy, workaagital, capital expenditures
and other general corporate purpo:

« limit our flexibility in planning for, or reactintp, changes in our business and our industry;
» place us at a competitive disadvantage relativ®itacompetitors with less del

Further, the Notes are subject to net share sedtigrwhich means that we will satisfy our convansibligation to holders by paying cash in
settlement of the lesser of the principal amountthe conversion value of the Notes and by delineshares of our common stock in
settlement of any and all conversion obligationsxness of the principal amount. In addition, hodd® the Notes will have the right to require
us to purchase their Notes for cash upon the oenoerof a fundamental change at a purchase pricd #1100 percent of their principal
amount, plus accrued and unpaid interest, if any.

We may not have the enough available cash or leetatdrrange for financing to pay such principabant at the time we are required to make
purchases of the Notes or convert the Notes. litiaddwe may be required to use funds that areidibed in foreign tax jurisdictions in order
to make the cash payments upon any purchase oezion of the Notes. If we were to choose to ush $unds, we would be required to
accrue and pay additional taxes on any portiom@frépatriation where no United States income gakldeen previously provided.
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In addition, our ability to purchase the Noteswpay cash upon conversion of the Notes may beddriy law, by regulatory authority or by
agreements governing our future indebtedness. @lurd to purchase the Notes at a time when thehase is required by the indenture or to
pay cash upon conversion of the Notes as requireébebindenture would constitute a default underitfdenture. A default under the indenture
or a fundamental change itself could also leaddefault under agreements governing our futurebtetiness. If the payment of the related
indebtedness were to be accelerated after anycappdi notice or grace periods, we may not havecserfit funds to repay the indebtedness and
purchase the Notes or to pay cash upon conversithe dNotes.

The Hedge Transactions and Warrant Transactions magffect the value of the Notes and our common stock

In connection with the offering of the Notes, weezad into privately-negotiated Hedge Transactisits Options Counterparties. The Hedge
Transactions cover, subject to anti-dilution adjustts substantially similar to those applicabléh®oNotes, the number of shares of common
stock underlying the Notes. We also entered inpasse, privately-negotiated Warrant Transactioitls the Option Counterparties relating to
the same number of shares of our common stockesutgj customary anti-dilution adjustments.

In connection with establishing their hedge positigth respect to the Hedge Transactions and theaftTransactions, the Option
Counterparties and/or their affiliates:

* may have entered into various c-settled ove-the-counter derivative transactions with respect toammmon stock and/c
purchased shares of our common stock concurreritthy @r shortly following, the pricing of the Notesnd

* may unwind any such cash-settled over-the-courgsvative transactions and purchase shares ofa@uanmn stock in open market
transactions, including any observation periodtegldo the conversion of the Not:

The effect, if any, of these activities, includithg direction or magnitude, on the market pricewwfcommon stock will depend on a variety of
factors, including market conditions, and cannoabeertained at this time. Any of these activitiesld, however, adversely affect the market
price of our common stock and the trading pricéhefNotes.

In addition, the Option Counterparties are finahicigtitutions, and we will be subject to the ritlat one or more of the Option Counterparties
might default under the Hedge Transactions. Oupsupe to the credit risk of the Option Countergartivill not be secured by any collateral. If
any of the Option Counterparties becomes subjeicistvency proceedings, we will become an unsetareditor in those proceedings with a
claim equal to our exposure at the time under teddé Transaction with such option counterparty. €&mosure will depend on many factors
but, generally, the increase in our exposure véltbrrelated to the increase in the market prickimthe volatility of our common stock.

Uncertainty and adverse changes in the economy cauhave a material adverse impact on our business droperating results.

Declines in consumer spending resulting from advetgnges in the economy have in the past negatimplacted our business. Further
economic distress may result in a decrease in dérfimeirour products, particularly during key prodiaatnch windows, which could have a
material adverse impact on our operating resulisfimancial condition. Uncertainty and adverse demin the economy could also increast
risk of material losses on our investments, in@eassts associated with developing and publishingpooducts, increase the cost and decrease
the availability of sources of financing, and irese our exposure to material losses from bad datwsof which could have a material adverse
impact on our financial condition and operatinguits In addition, if we experience further detegition in our market capitalization or our
financial performance, we could be required to gaize significant impairment charges in future pési.

Our business is subject to currency fluctuations.

International sales are a fundamental part of osirtess. For the three months ended June 30, Rd@¢fnational net revenue comprised 50
percent of our total net revenue. We expect inteynal sales to continue to account for a signiftqaortion of our total net revenue. Such sales
may be subject to unexpected regulatory requiresnéatiffs and other barriers. Additionally, foreigales are primarily made in local
currencies, which may fluctuate against the U.8addn addition, our foreign investments and oash and cash equivalents denominated in
foreign currencies are subject to currency fludtuet We use foreign currency forward contractsittigate some foreign currency risk
associated with foreign currency denominated moypetssets and liabilities (primarily certain intenecpany receivables and payables) to a
limited extent and foreign currency option contsact hedge foreign currency forecasted transac{m®arily related to a portion of the
revenue and expenses denominated in foreign cyrigarerated by our operational subsidiaries). Harnehese activities are limited in the
protection they provide us from foreign currenayctflations and can themselves result in lossdbelpast, the disruption in the global
financial markets has impacted many of the findrin&titutions with which we do business, and we subject to counterparty risk with resg
to such institutions with whom we enter into hedgiransactions. A sustained decline in the findratability of financial institutions as a res
of the disruption in the financial markets couldjatvely impact our treasury operations, including ability to secure credit-worthy
counterparties for our foreign currency hedginggpams. Accordingly, our results of operations, uinithg our reported net revenue, operating
expenses and net income, and financial conditiorbesadversely affected by unfavorable foreignenuy fluctuations, especially the Euro,
British pound sterling and Canadian dollar.
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Volatility in the capital markets may adversely impact the value of our investments and could cause ts recognize significant
impairment charges in our operating results.

Our portfolio of short-term investments and markétaequity securities is subject to volatility lretcapital markets and to national and
international economic conditions. In particulany international investments can be subject tatdlations in foreign currency and our short-
term investments are susceptible to changes in-gvon interest rates. These investments are alpadted by declines in value attributable to
the credit-worthiness of the issuer. From timeneet we may liquidate some or all of our shiemm investments or marketable equity secur

to fund operational needs or other activities, sagleapital expenditures, strategic investmenbsisiness acquisitions, or for other purposes. If
we were to liquidate these short-term investmengsteme when they were worth less than what wedraginally purchased them for, or if the
obligor were unable to pay the full amount at mifuwve could incur a significant loss. Similarlye hold marketable equity securities, which
have been and may continue to be adversely impagtedice and trading volume volatility in the pightock markets. We could be require
recognize impairment charges on the securities Inelas and/or we may realize losses on the saleesk securities, all of which could have an
adverse effect on our financial condition and ressof operations.

Changes in our tax rates or exposure to additionabx 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 thidioary course of our business, there are mangaetions and calculations where the
ultimate tax determination is uncertain.

We are also required to estimate what our tax atiigs will be in the future. Although we believerdax estimates are reasonable, the
estimation process and applicable laws are inhlgrantertain, and our estimates are not bindingagrauthorities. The tax laws’ treatment of
software and Internet-based transactions is p#atiguuncertain and in some cases currently appletax laws are ill-suited to address these
kinds of transactions. Apart from an adverse régniwf these uncertainties, our effective tax i@t could be adversely affected by our profit
levels, by changes in our business or changesristoucture resulting from the reorganization of business and operating structure, changes
in the mix of earnings in countries with differistatutory tax rates, changes in the elections wieepehanges in applicable tax laws (in the
United States or foreign jurisdictions), or changethe valuation allowance for deferred tax assetavell as other factors. In fiscal years 2(
2010 and 2011, we recorded a valuation allowana@gagmost of our U.S. deferred tax assets. Weaxpgrovide a valuation allowance on
future U.S. tax benefits until we can sustain &l@f profitability or until other significant pasie evidence arises that suggest that these
benefits are more likely than not to be realizadtlrer, our tax determinations are regularly sutfie@udit by tax authorities and developments
in those audits could adversely affect our incoaxeprovision. Should our ultimate tax liability exad our estimates, our income tax provision
and net income or loss could be materially affected

We incur certain tax expenses that do not declinpgrtionately with declines in our consolidatedsx income or loss. As a result, in
absolute dollar terms, our tax expense will hageeater influence on our effective tax rate at Iolegels of pre-tax income or loss than at
higher levels. In addition, at lower levels of pee-income or loss, our effective tax rate willrhere volatile.

We are also required to pay taxes other than indames, such as payroll, sales, use, value-adé¢dyarth, property and goods and services
taxes, in both the United States and foreign jisigzhs. We are regularly under examination bydashorities with respect to these nioceme
taxes. There can be no assurance that the outdooneshese examinations, changes in our businesBarges in applicable tax rules will not
have an adverse effect on our earnings and finecamalition.
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Furthermore, as we expand our international operatiadopt new products and new distribution modmiglement changes to our operating
structure or undertake intercompany transactiotiglimt of changing tax laws, expiring rulings, aggjtions and our current and anticipated
business and operational requirements, our taxresepeould increase.

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

Our reported financial results are impacted byabteounting policies promulgated by the SEC andnatiaccounting standards bodies and the
methods, estimates, and judgments that we usepigiag our accounting policies. For example, ashaee recently issued Notes which we

will account for under ASC 470-2Debt with Conversion and Other Optionae will be required to record a greater amoumari-cash

interest expense as a result of the amortizatiagheotfliscounted carrying value of the Notes tortfagie amount over the term of the Notes.
Consequently, we will report lower net income i inancial results because ASC 470-20 will reqirniterest to include both the current
period’s amortization of the debt discount anditfsgrument’s coupon interest, which could adversélgct our reported or future financial
results, the trading price of our common stock hredtrading price of the Notes. Furthermore, wencaibe sure that the accounting standar
the future will continue to permit the use of theasury stock method, with respect to the calaadif diluted earnings per share when
considering our Notes that may be settled entiwelgartly in cash. If we are unable to use thestneastock method in accounting for the sh
issuable upon conversion of the Notes, then outedil earnings per share would be adversely affected

In addition, policies affecting software revenueagnition have and could further significantly aff¢he way we account for revenue related to
our products and services. We recognize all ofélrenue from bundled saleg€., packaged goods video games that include an os¢ingce
component) on a deferred basis over an estimatiéteaervice period, which we generally estimatbecsix months beginning in the month
after shipment. As we increase our downloadabléesdrand add new features to our online servicegstimate of the online service period
may change and we could be required to recogniznte over a longer period of time. We expect &hsiggnificant portion of our games will
be online-enabled in the future and we could beired to recognize the related revenue over amegeie period of time rather than at the time
of sale.

As we enhance, expand and diversify our businedpeoduct offerings, the application of existingfature financial accounting standards,
particularly those relating to the way we accoumtrEvenue and taxes, could have a significantradveffect on our reported results although
not necessarily on our cash flows.

We have begun the implementation of a new integratiefinancial information system to be used throughotiour worldwide organization.
If this implementation is not completed in a succesful and timely manner or if the new system failsd perform as expected, our ability ti
accurately process, prepare and analyze importanirfancial data could be impeded and our business opions may be disrupted.

As part of our effort to improve efficiencies thghout our worldwide organization, we have begunittig@ementation of a new integrated
financial information system. This implementatisrekpected to be completed by the first quartéhefiscal year 2013. This system will
integrate our order management, product shipmast) management and financial accounting proceasemg others. The successful
conversion from our current multiple financial infieation systems to this new integrated financitdrimation system entails a number of risks
due to the complexity of the conversion and impletagon process. Such risks include verifying tbeusacy of the business data and
information prior to conversion, the actual coni@nof that data and information to the new sysgemd then using that business data and
information in the new system after the conversidthile testing of these new systems and processkgaining of employees are done in
advance of implementation, there are inherent itichs in our ability to simulate a full-scale ogiémg environment in advance of
implementation. There can be no assurance thafotimeersion to, and the implementation of, the niearfcial information system will not
impede our ability to accurately and timely procgsepare and analyze the financial data we usgaking operating decisions and which fc
the basis of the financial information we includetlie periodic reports we file with the SEC. In @idd, a number of important operational
functions, including receiving product orders, prodshipments and inventory maintenance, amongsthal be reliant on the new system
and therefore, any problems with the implementatioather system problems may result in a disrmptioour business operations.
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We rely on business partners in many areas of ourdsiness and our business may be harmed if they an@able to honor their
obligations to us.

We rely on various business partners, includingdtparty service providers, vendors, licensingpend, development partners, and licensees,
among others, in many areas of our business. Irymases, these third parties are given accessitise and proprietary information in order
to provide services and support to our teams. Ttieskparties may misappropriate our informatiowl ngage in unauthorized use of it. The
failure of these third parties to provide adequs#tievices and technologies, or the failure of thl tharties to adequately maintain or update
their services and technologies, could resultdisauption to our business operations. Furtherdibription in the financial markets and the
global economic downturn may adversely affect awsibess partners and they may not be able to e@ntionoring their obligations to us.
Some of our business partners are hidalyeraged or small businesses that may be pantigwalnerable in the current economic environm
Alternative arrangements and services may not béadle to us on commercially reasonable termsemay experience business interrupt
upon a transition to an alternative partner or wentf we lose one or more significant businessrgas, our business could be harmed.

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, sulbjesignificant fluctuations. These
fluctuations may be due to factors specific toinslgding those discussed in the risk factors abasavell as others not currently known to us
or that we currently do not believe are matertal)zhanges in securities analysts’ earnings estisnait ratings, to our results or future financial
guidance falling below our expectations and analystd investors’ expectations, to factors affegtime entertainment, computer, software,
Internet, media or electronics industries, to dilityt to successfully integrate any acquisitions may make, or to national or international
economic conditions. In particular, economic downsumay contribute to the public stock markets expeing extreme price and trading
volume volatility. These broad market fluctuatidras/e and could continue to adversely affect thekatgrrice of our common stock.

In February 2011, we announced that our Board oéddrs authorized a program to repurchase up@0 #tillion of our common stock over
the next 18 months. Our stock repurchases may éeuéed at market prices that may subsequentlyraecli
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ltem 2. Unregistered Sales of Equity Securities and Use Bfoceeds

In February 2011, we announced that our Board oéddars authorized a program to repurchase up@0 #€llion of our common stock over
the next 18 months. Under the program, we may @selstock in the open market or through privatelyotiated transactions in accordance
with applicable securities laws, including pursu@npre-arranged stock trading plans. The timing) actual amount of the stock repurchases
will depend on several factors including price,ita@vailability, regulatory requirements, altetima investment opportunities and other ma
conditions. We are not obligated to repurchasespegific number of shares under the program andejng@chase program may be modified,
suspended or discontinued at any time.

The following table summarizes the number of shegpsrchased during the three months ended Jur203Q;

Maximum Dollar

Total Number of

Shares Value of Shares
Purchased that May Yet Be
Total Number Average Price as Part of Publicly Purchased Unde

of Shares Paid per Announced the Program

Period Purchased Share Program (in millions)
April 1-30, 2011 532,45( $ 19.6¢ 532,45( $ 531
May 1-31, 2011 2,077,69. $ 23.01i 2,077,69. $ 482
June -30, 2011 1,348,95! $ 23.0¢ 1,348,95! $ 451

Item 6. Exhibits
The exhibits listed in the accompanying index thibis on Page 66 are filed or incorporated byrexfee as part of this report.

64



Table of Contents

SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

ELECTRONIC ARTS INC

(Registrant,

/sl Eric F. Brown
DATED: Eric F. Brown
August 9, 201: Executive Vice Presider

Chief Financial Office
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ELECTRONIC ARTS INC.
FORM 10-Q
FOR THE PERIOD ENDED JUNE 30, 2011

EXHIBIT INDEX

Incorporated by Reference Filed

Number Exhibit Title Form File No. Filing Date Herewith
11 Purchase Agreement dated as of July 14, 2011 betmAeand Morgan Stanle

& Co. LLC. 8K  00C-1794¢  07-20-2011
2.1 Agreement and Plan of Merger By and among EA, PJankpAcquisition

Corporation, PopCap, David L. Roberts as earn-eptesentative, David L.

Roberts, as shareholder representative, and waffeot to Articles VII, VIII and

IX only, U.S. Bank National Association, as esctagent dated as of July 11,

2011. 8-K  00C-1794¢  07-12-2011
4.1 Indenture (including form of Notes) with respecBA’s 0.75 Convertible Senior

Notes due 2016 dated as of July 20, 2011 by andeeet EA and U.S. Bar

National Association 8-K  00C-1794¢  07-2C-2011
10.1 Letter Agreement with Relational Investors LL 8-K  00C-1794¢  05-31-2011
10.2* Form of Performanc«-Based Restricted Stock Unit Agreeme 8-K 00C-1794¢  06-01-2011
10.3* Electronic Arts Bonus Plan Addendu 8-K 00C-1794¢  06-01-2011
10.4 Form of Stock Consideration Agreement, dated Jaily2011 between EA and

each of the founders and the chief executor offiéd?opCap 8-K  00C-1794¢  07-12-2011
10.5 Form of Call Option Agreement dated as of JulyZiB4,1 between EA and each

Option Counterparty 8-K 00C-1794¢  07-20-2011
10.6 Form of Warrant Agreement dated July 14, 2011 bebtnweA and each Optic

Counterparty 8K  00C-1794¢  07-20-2011
10.7 Form of Additional Call Option Agreement dated Ju8;, 2011 between EA at

each Option Counterpart 8-K 00C-1794¢  07-20-2011
10.8 Form of Additional Warrant Agreement dated July 2811 between EA and e:¢

Option Counterparty 8K 00C-1794¢ 07-20-2011
10.9* 2000 Equity Incentive Plan, as amended, and retiasedment: 8K  00C-1794¢  07-29-2011
10.10° 2000 Employee Stock Purchase Plan, as ame 8-K 00C-1794¢  07-29-2011
15.1 Awareness Letter of KPMG, LLP, Independent RegitePublic Accounting

Firm. X
211 Subsidiaries of the Registral X
31.1 Certification of Chief Executive Officer pursuantRule 13a-14(a) of the

Exchange Act, as adopted pursuant to Section 3@Zedbarbanes-Oxley Act of

2002. X
31.2 Certification of Executive Vice President, Chieh&ncial Officer pursuant 1

Rule 13a-14(a) of the Exchange Act, as adoptedupntso Section 302 of the

Sarbane-Oxley Act of 2002 X
Additional exhibits furnished with this repo
32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarbanes-

Oxley Act of 2002 X
32.2 Certification of Executive Vice President, Chieh&ncial Officer pursuant to

Section 906 of the Sarbar-Oxley Act of 2002 X
101.INST  XBRL Instance Documen X
101.SCH' XBRL Taxonomy Extension Schema Docume X
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101.CALt XBRL Taxonomy Extension Calculation Linkbase Docutn
101.DEFt XBRL Taxonomy Extension Definition Linkbase Docunhe
101.LABt XBRL Taxonomy Extension Label Linkbase Docume
101.PREt* XBRL Taxonomy Extension Presentation Linkbase Doenty

X X X X

* Management contract or compensatory plan or arraegt

Tt Pursuant to Rule 406T of Regulatio-T, these interactive data files are furnished awidfited or a part of a registration statemen
prospectus for purposes of Sections 11 or 12 oS#wirities Act of 1933, as amended; are deemefilenbfor purposes of section 18 of the
Securities Exchange Act of 1934, as amended; drehwise are not subject to liability under thesetieas. We are deemed to have
complied with the reporting obligation relatingttee submission of interactive data files in thedeildts and are not subject to liability unt
the anti-fraud provisions of the Securities ActltOB3 or any other liability provision as long as mvake a good faith attempt to comply with
the submission requirements and promptly amenéhteeactive data files after becoming aware thatittieractive data files fail to comply
with the submission requiremen
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Exhibit 15.1
Awareness Letter of KPMG LLP, Independent Registerd Public Accounting Firm

The Board of Directors and Stockholders
Electronic Arts Inc.:

With respect to the subject registration statementsorm S-8 (Nos. 333-32239, 333-60517, 333-84338;39432, 333-44222, 333-67430,
333-99525, 333-107710, 333-117990, 333-120256,1233:56, 333-131933, 333-138532, 333-145182, 33549@8333-152757, 333-161229,
and 333-168680) and the registration statementoom I5-3 (No. 333-155409) of Electronic Arts Ince acknowledge our awareness of the
incorporation by reference therein of our repotedaAugust 9, 2011 related to our review of intefiimancial information included in Form 10-
Q for the quarterly period ended July 2, 2011.

Pursuant to Rule 436 under the Securities Act 881@he Act), such report is not considered pag odgistration statement prepared or
certified by an independent registered public antiog firm, or a report prepared or certified byiadependent registered public accounting
firm within the meaning of Sections 7 and 11 of .

/sl KPMG LLP

Mountain View, California
August 9, 2011



SUBSIDIARIES OF THE REGISTRANT

Name in
Corporate Article:

Doing Business A

Exhibit 21.1

Jurisdiction
of Incorporatior

BioWare ULC

Electronic Arts Handelsges m.b

Beijing Ke Xun Da Technology Service Co., L

Beijing Playfish Game Technology Limit
Electronic Arts Belgiun

EA Bermuda Partnersh

EA General Partner Limite

EA International (Studio and Publishing) L
Electronic Arts Limitadz

Electronic Arts (Canada), In
Pandemic Studios LL!

EA Sports Proprietary Limite
Electronic Arts Proprietary Limite
Electronic Arts Czech Republic s.r
EA Delaware LLC

EA Entertainment, Inc

EA Mobile (Canada Holdings) In
EA Mobile (Hawaii) LLC

EA Mobile LLC

Electronic Arts Productions In
Electronic Arts Redwood LL(
Electronic Arts Transfer Compal
Electronic Arts US Cc

Electronic Arts World 1l LLC
Electronic Arts World LLC
Playfish, Inc.

SingShot Media, LLC

Electronic Arts Denmark A.p.¢
Playfish Limited

Electronic Arts Finland O
Chillingo LLC

Electronic Arts- Tiburon, A Florida Corporatio

Electronic Arts Publishing SAR
Electronic Arts Gmbt

Electronic Arts Greece Commercial Limited Liabil

Company

Electronic Arts HK Limitec

Electronic Arts Magyarorszag k

EA Games India Private Lt

Electronic Arts Games (India) Private Limit

BioWare Ireland Limitec

BioWare ULC
Electronic Arts Austric

Beijing Ke Xun Da Technology Service Co., L

Beijing Playfish Game Technology Limitt
Electronic Arts Belgiun

EA Bermuda Partnersh

EA General Partner Limite

EA International (Studio and Publishing) L
Electronic Arts Ltda

Electronic Arts (Canada), In
Pandemic Studios LL!

EA Sports Proprietary Limite
Electronic Arts Pty. Ltd

EA Czech Republi

EA Delaware LLC

EA Entertainment, Inc

EA Mobile (Canada Holdings) In
EA Mobile (Hawaii) LLC

EA Mobile LLC

Crocodile Production

Electronic Arts Redwood LL(
Electronic Arts Transfer Compal
Electronic Arts US Cc
Electronic Arts World Il LLC
Electronic Arts World LLC
Playfish, Inc.

Singshot Media, LLC

EA Denmark

Playfish Limited

EA Finland

Chillingo LLC

Tiburon

Electronic Arts Publishing SAR
Electronic Arts Gmbk

EA Greece

Electronic Arts HK Ltd.

EA Hungary

EA Games India Private Lt

Electronic Arts Games (India) Private Limit

BioWare Ireland Limitec

Alberta, Canad
Austria
Beijing, China
Beijing, China
Belgium
Bermuda
Bermuda
Bermuda
Brazil
British Columbia, Canad
California
Commonwealth of Australi
Commonwealth of Australi
Czech Republi
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Denmark
England and Wale
Finland
Florida
Florida
France

Germany

Greece
Hong Kong
Hungary
India
India

Ireland



Electronic Arts Italia s.r.|
Criterion Software K.K
EA Mobile Japan K.K
Electronic Arts K.K.

EA Seoul Studic
Electronic Arts Korea LL(C

Electronic Arts (India Holdings) In

Electronic Arts Mauritius (TY Holding) Limite

Electronic Arts Mauritius Limite«
EA México S. de R.L. de C.\

Electronic Arts New Zealan

EA ltaly

Criterion Software K.K

EA Mobile Japan K.K

Electronic Arts K.K.

EA Seoul Studic

Electronic Arts Korea Yuhan Hoe

Electronic Arts (India Holdings) Int
Electronic Arts Mauritius (TY Hodling) Limite
EA Mauritius Ltd.

EA México S. de R.L. de C.\

Electronic Arts New Zealan

Italy
Japar
Japar
Japar
Korea
Korea

Mauritius

Mauritius

Mauritius
Mexico

New Zealanc



Name in
Corporate Article:

Doing Business A

Jurisdiction
of Incorporatior

Electronic Arts Norway A¢
EA Mobile (Canada) UL(
Electronic Arts Polska Sp. Z.0O.!

Electronic Arts Material Informatico, Socieda

Unipessoal LDA
Electronic Arts Romania SR
Electronic Arts OOC

Electronic Arts Computer Software (Shanghai) Co.,

Ltd.

Shanghai Yi Zhong Network Technology Co., L

Electronic Arts Asia Pacific Pte Lt

EA Software South Africa (Proprietary) Lt

Electronic Arts Software S.1
Digital lllusions CE AB

EA Digital lllusions CE AB
Electronic Arts Sweden Al

ABC Software Gmbt

EA Swiss Sar

Bioware Austin LLC

Criterion Software Inc

Electronic Arts C.V

Electronic Arts Nederland B.\
Chillingo Limited

Click Gamer Technologies Limite
Criterion Software Group Limite
Criterion Software International Limite
Criterion Software Limitec
Crystal SDK Ltd

Electronic Arts (UK) Limitec
Electronic Arts Limitec

Electronic Arts Norway
EA Mobile (Canada) UL(
EA Poland

Electronic Arts Portuge
S.C. Electronic Arts Romania SF
Electronic Arts OOC

Electronic Arts Computer Software (Shanghai) ¢

Ltd.

Shanghai Yi Zhong Network Technology Co., L

Electronic Arts Asia Pacific Pte Lt

EA Software South Africa (Proprietary) Lt

Electronic Arts Software S.1
Digital lllusion CE AB

EA Digital lllusions CE AB

EA Sweder

ABC Software Gmbk

EA Swiss Sar

Bioware Austin LLC

Criterion Software Inc

Electronic Arts C.V

Electronic Arts B.V.

Chillingo Limited

Click Gamer Technologies Limite
Criterion Software Group Limite
Criterion Software International Limite
Criterion Software Limitec
Crystal SDK Ltd

Electronic Arts (UK) Limitec
Electronic Arts Limitec

Norway
Nova Scotie

Poland

Portugal
Romania

Russis

Shanghai, Chin
Shanghai, Chin
Singapore
South Africa
Spain
Sweder
Sweder
Sweder
Switzerland
Switzerland
Texas
Texas
The Netherland
The Netherland
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom



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

[, John S. Riccitiello, certify that:

1.
2.

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

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

Based on my knowledge, the financial statement$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this
report;

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtiias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduregused such disclosure controls and proceduies tlesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b. Designed such internal control over financial réjpgr, or caused such internal control over finah@gorting to be designe
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanace with generally accepted accounting princjy

C. Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbis report our conclusior
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; an

d. Disclosed in this report any change in the regid's internal control over financial reporting thatooed during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimeaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer(s) andave disclosed, based on our most recent evafuat 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 material weaknessethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial
information; anc

b. Any fraud, whether or not material, that invavaanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

Dated: August 9, 2011 By: /s/ John S. Riccitiells

John S. Riccitiellc
Chief Executive Office



Exhibit 31.2
ELECTRONIC ARTS INC.

Certification of Executive Vice President, Chief Fhancial 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, Eric F. Brown, certify that:
I have reviewed this Quarterly Report on Forr-Q of Electronic Arts Inc.

Based on my knowledge, this report does notaiomny untrue statement of a material fact or andttate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this
report;

4.  The registrant’s other certifying officer(s) ainare responsible for establishing and maintaimisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduregused such disclosure controls and proceduies tiesigned 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 isfg prepared

b. Designed such internal control over financial réipgr; or caused such internal control over finaheporting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting princijj

C. Evaluated the effectiveness of the registradisslosure controls and procedures and presenteisineport our conclusions
about the effectiveness of the disclosure contintbprocedures, as of the end of the period cougydhis report based on
such evaluation; an

d. Disclosed in this report any change in the regi’s internal control over financial reporting thatooed during tht
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimeaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5.  The registrars other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financia
reporting, to the registrant’s auditors and theitaemnmittee of the registrant’s board of directfws persons performing the
equivalent functions)

a. All significant deficiencies and material weakses in the design or operation of internal corvelr financial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; anc

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registran’s internal control over financial reportir

Dated: August 9, 201 By: /s/ Eric F. Browr
Eric F. Brown
Executive Vice Presider
Chief Financial Office




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 J88e2011 as filed with the Securities and
Exchange Commission on the date hereof (the “R8pardohn S. Riccitiello, Chief Executive Officef Electronic Arts Inc., certify, pursuant
to 18 USC Section 1350, as adopted pursuant tooBea®6 of the Sarbanes-Oxley Act of 2002 (“Sec®06”), that to my knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc

2. The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of
Electronic Arts Inc. for the periods presented ¢irel

/s/ John S. Riccitiellt
John S. Riccitiellc
Chief Executive Office
Electronic Arts Inc

August 9, 2011

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



Exhibit 32.2
ELECTRONIC ARTS INC.

Certification of Executive Vice President, Chief Fnancial 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 J88e2011 as filed with the Securities and
Exchange Commission on the date hereof (the “R8parEric F. Brown, Executive Vice President a@tief Financial Officer of Electronic
Arts Inc., certify, pursuant to 18 USC Section 13&®adopted pursuant to Section 906 of the Sasb@rkey Act of 2002 (“Section 906”), that
to my knowledge:

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

The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of operations
Electronic Arts Inc. for the periods presented ¢irel

/s/ Eric F. Browr

Eric F. Brown
Executive Vice Presider
Chief Financial Officer
Electronic Arts Inc

August 9, 2011

A signed original of this written statement reqditey Section 906, or other document authenticaticgnowledging, or otherwise adopting the
signature that appears in typed form within thetetaic version of this written statement requibgdSection 906, has been provided to
Electronic Arts and will be retained by Electroits and furnished to the Securities and Exchangmm@ission or its staff upon reque



