Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

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

For the Quarterly Period Ended June 30, 2012
OR

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

For the Transition Period from to

Commission File No. 000-17948

ELECTRONIC ARTS INC.

(Exact name of registrant as specified in its cher}

Delaware 94-2838567

(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)

209 Redwood Shores Parkway
Redwood City, California 94065

(Address of principal executive offices) (Zip Code)

(650) 628-1500

(Registrant’s telephone number, including area cQde

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastiigs. YES M NO O

Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRile 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). YH# NO O

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange

Act.

Large accelerated filer M Accelerated filer O

Non-accelerated filer O Smaller reporting company O
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YESO NO M
As of August 1, 2012 , there were 318,393,935 shaf¢he Registrant’'s Common Stock, par value $pdxishare, outstanding.

1




Table of Contents

ELECTRONIC ARTS INC.
FORM 10-Q
FOR THE PERIOD ENDED JUNE 30, 2012

Table of Contents

Page
Part | - FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements (Uteal)di
Condensed Consolidated Balance Sheets as of JuA@RBPand March 31, 2012 3
Condensed Consolidated Statements of Operationkddrhree Months Ended June 30, 2012 and 2011 4

Condensed Consolidated Statements of Comprehelmsiome for the Three Months Ended June 30, 2012 and

2011 5
Condensed Consolidated Statements of Cash Flovikddrhree Months Ended June 30, 2012 and 2011 6
Notes to Condensed Consolidated Financial Statenfeimaudited) 7
Report of Independent Registered Public Accounfiingm 26
ltem 2. Managemeris Discussion and Analysis of Financial Conditiod &esults of Operations 27
Item 3. Quantitative and Qualitative Disclosures About MsrRisk 46
Item 4. Controls and Procedures 48
Part Il - OTHER INFORMATION
Item 1. Legal Proceedings 50
Item 1A. Risk Factors 50
Item 2. Unregistered Sales of Equity Securities and Udero€eeds 59
Item 3. Defaults Upon Senior Securities 60
Item 4. Mine Safety Disclosures 60
Item 6. Exhibits 60
Signature 61
Exhibit Index 62




Table of Contents

PART | — FINANCIAL INFORMATION

Item 1. Condensed Consolidated Financial Statements (Unaudd)

ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited) June 30, March 31,
(In millions, except par value data) 2012 2012 (a)
ASSETS
Current assets:
Cash and cash equivalents 91¢ 1,29:
Short-term investments 444 437
Marketable equity securities 76 11¢
Receivables, net of allowances of $226 and $25pedively 111 36¢€
Inventories 60 59
Deferred income taxes, net 68 67
Other current assets 273 26¢&
Total current assets 1,951 2,60¢
Property and equipment, net 55¢ 56¢
Goodwill 1,71¢ 1,71¢
Acquisition-related intangibles, net 347 36¢
Deferred income taxes, net 44 42
Other assets 20¢ 18t
TOTAL ASSETS 4,82t 5,491
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable 50 21t
Accrued and other current liabilities 70z 857
Deferred net revenue (packaged goods and digitdent) 584 1,04¢
Total current liabilities 1,33¢ 2,12(
0.75% convertible senior notes due 2016, net 544 53¢
Income tax obligations 19¢ 18¢
Deferred income taxes, net 2 8
Other liabilities 19z 177
Total liabilities 2,27: 3,03:
Commitments and contingencies (See Note 11)
Stockholders’ equity:
Preferred stock, $0.01 par value. 10 shares aatbri — —
Common stock, $0.01 par value. 1,000 shares aatthrB18 and 320 shares issued al
outstanding, respectively 3 3
Paid-in capital 2,31(C 2,35¢
Retained earnings (accumulated deficit) 124 (77)
Accumulated other comprehensive income 11t 17z
Total stockholders’ equity 2,552 2,45¢
4,82t 5,49]

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

See accompanying Notes to Condensed Consolidateddéial Statements (unaudited).

(a) Derived from audited consolidated financiatestaents.
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In millions, except per share data)
Net revenue:
Product
Service and other
Total net revenue
Cost of revenue:
Product
Service and other
Total cost of revenue
Gross profit
Operating expenses:
Research and development
Marketing and sales
General and administrative
Acquisition-related contingent consideration
Amortization of intangibles
Restructuring and other charges
Total operating expenses
Operating income
Interest and other income (expense), net
Income before provision for income taxes
Provision for income taxes
Net income
Net income per share:
Basic
Diluted
Number of shares used in computation:
Basic
Diluted

See accompanying Notes to Condensed Consolidateddéial Statements (unaudited).

Three Months Ended

June 30,
2012 2011
70z % 894
258 10=
95¢ 99¢
132 212
73 28
20t 24C
75C 75¢
29C 28t
14E 14C
86 74
(20) 2
7 13
27 18
53¢ 532
21¢ 227
(5) 3
21C 23C
9 9
201 $ 221
06: $ 0.67
0.6 $ 0.6€
317 331
32C 337
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Three Months Ended

(Unaudited) June 30,
(In millions) 2012 2011
Net income $ 201 % 221
Other comprehensive income (loss), net of tax:
Change in unrealized gains on available-for-satesges (42 13
Reclassification adjustment for realized losses@nivative instruments 1 2
Foreign currency translation adjustments a7 6
Total other comprehensive income (loss), net of tax (58) 21
Total comprehensive income $ 143 $ 242

See accompanying Notes to Condensed Consolidated¢tal Statements (unaudited).
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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 caslkl useperating activities:
Depreciation, amortization and accretion, net
Stock-based compensation
Acquisition-related contingent consideration
Non-cash restructuring charges
Change in assets and liabilities:
Receivables, net
Inventories
Other assets
Accounts payable
Accrued and other liabilities
Deferred income taxes, net
Deferred net revenue (packaged goods and digitaent)
Net cash used in operating activities
INVESTING ACTIVITIES
Capital expenditures
Proceeds from maturities and sales of short-tek@siments
Purchase of short-term investments
Acquisition of subsidiaries, net of cash acquired
Net cash used in investing activities
FINANCING ACTIVITIES
Proceeds from issuance of common stock
Excess tax benefit from stock-based compensation
Repurchase and retirement of common stock
Acquisition-related contingent consideration paytnen
Net cash used in financing activities
Effect of foreign exchange on cash and cash ecgritsl
Decrease in cash and cash equivalents
Beginning cash and cash equivalents
Ending cash and cash equivalents
Supplemental cash flow information:
Cash paid (refunded) during the period for incomes, net
Non-cash investing activities:

Change in unrealized gains on available-for-sateisiges, net of taxes

See accompanying Notes to Condensed Consolidateddéial Statements (unaudited).

Three Months Ended

June 30,
2012

201 221
56 43
39 38
(20) 2
7 —
254 307
@) 4
(29) (101)
(157) (133
(119 (181)
(10) 1
(464) (475)
(244) (274)
(39 (39
12¢ 83
(137) (90)
— (29
(40 (64
— 14
— 2
(77) (92)
@ —
(72) (75)
(18) 7
(379 (40€)
1,29: 1,57¢
91¢ 1,17:
8 (18)
(42) 13
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(1) DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATDN

We develop, market, publish and distribute gamensoe content and services that can be played bguroers on a variety of platforms,
including video game consoles (such as the SonyY8PBATION 3, Microsoft Xbox 360, and Nintendo Wipersonal computers, mobile
devices (such as the Apple iPhone and Google Addminpatible phones), tablets and electronic rea@erch as the Apple iPad and Ama
Kindle), and the Internet. Our ability to publishrges across multiple platforms, through multipkrdiution channels, and directly to
consumers (online and wirelessly) has been, adaaiitinue to be, a cornerstone of our productegya We have generated substantial
growth in new business models and alternative ne@etreams (such as subscription, micro-transagtaomd advertising) based on the
continued expansion of our online and wirelessf@iat. Some of our games are based on our own wdosliyed intellectual propertyeg. ,
Battlefield, Mass Effect, Need for Speed, The SiBgjeweled, and Plants v. Zombies), and some ofjaares are based on content that we
license from othersd.g. , FIFA, Madden NFL, an&ar Wars. The Old Republic ). Our goal is to turn our core intellectual prdpees into
yearround businesses available on a range of platfodus products and services may be purchased thrplrgsical and online retailers,
platform providers such as console manufacturedsiambile carriers via digital downloads, as welbagctly through our own distribution
platform, including online portals such as Origimd&Play4Free.

Our fiscal year is reported on a 52 - or 53 -weelqal that ends on the Saturday nearest March Bdre3ults of operations for the fiscal
years ending or ended, as the case maMarch 31, 2013 and 2012 contain 52 weeks eacheads or ended, as the case may be, on
March 30, 2013 and March 31, 2012, respectively. ®sults of operations for the three months enldex 30, 2012 and 2011 contained 13
weeks each, and ended on June 30, 2012 and 20 2, respectively. For simplicity of disclosur# fizcal periods are referred to as ending
on a calendar month end.

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

These Condensed Consolidated Financial Statemleoidsbe read in conjunction with the Consolidatgthncial Statements and Notes
thereto included in our Annual Report on Form 1@Kthe fiscal year ended March 31, 2012 , as filéth the United States Securities and
Exchange Commission (“SEC”) on May 25, 2012 .

(2) FAIR VALUE MEASUREMENTS

Fair value is the price that would be received fsmting an asset or paid to transfer a liabilityan orderly transaction between market
participants at the measurement date. When detewgnfiair value, we consider the principal or modtantageous market in which we would
transact and consider assumptions that marketjpantits would use when pricing the asset or lighilve 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 aredsir value are as follows:
» Level 1. Quoted prices in active markets for identicaktssr liabilities

» Level 2. Observable inputs other than quoted prices ireduaithin Level 1, such as quoted prices for simalssets or liabilities,
guoted prices in markets with insufficient volumrardrequent transactions (less active marketsjnodel-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 lidigi.

* Level 3. Unobservable inputs to the valuation methodolingy are significant to the measurement of thevialiue of assets or
liabilities.
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Assets and Liabilities Measured at Fair Value onRecurring Basis

As of June 30, 2012 and March 31, 2012 , our assetdiabilities that were measured and recordddiavalue on a recurring basis were as

follows (in millions):

Fair Value Measurements at Reporting Date Using

Quoted Prices in

Active Markets Significant
for Identical Other Significant
Financial Observable Unobservable
Instruments Inputs Inputs
As of
June 30,
2012 (Level 1) (Level 2) (Level 3) Balance Sheet Classification
Assets
Money market funds $ 252 $ 252 $ — —  Cash equivalents
Available-for-sale securities:
Corporate bonds 181 — 181 —  Short-term investments and cash
equivalents
U.S. Treasury securities 141 141 — —  Short-term investments and cash
equivalents
U.S. agency securities 10¢ — 10¢ —  Short-term investments
Marketable equity securities 76 76 — —  Marketable equity securities
Commercial paper 22 — 22 —  Short-term investments and cash
equivalents
Deferred compensation plan ass@ts 11 11 _ __ Other assets
Foreign currency derivatives 4 — 4 —  Other current assets
Total assets at fair value $ 797 $ 481 % 31€ =
Liabilities
Contingent consideratiof) $ 88 $ — 3 — 88  Accrued and other current liabilities
and other liabilities
Total liabilities at fair value $ 88 $ —  $ — 88

Fair Value Measurements Using Significant
Unobservable Inputs (Level 3)

Balance as of March 31, 2012

Change in fair value ©
Payments @
Balance as of June 30, 2012

Contingent
Consideration

112
(20)
(&)

88
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Fair Value Measurements at Reporting Date Using
Quoted Prices in

Active Markets Significant
for Identical Other Significant
Financial Observable Unobservable
Instruments Inputs Inputs
As of
March 31,
2012 (Level 1) (Level 2) (Level 3) Balance Sheet Classification
Assets
Money market funds $ 49C % 49C % — 8 —  Cash equivalents
Available-for-sale securities:
U.S. Treasury securities 17C 17C — —  Short-term investments and cash
equivalents
Corporate bonds 15C = 15C —  Short-term investments
Marketable equity securities 11¢ 11¢ — —  Marketable equity securities
U.S. agency securities 11€ — 11€ —  Short-term investments
Commercial paper 16 — 16 —  Short-term investments and cash
equivalents
Deferred compensation plan ass® 1 1 = —  Other assets
Foreign currency derivatives 2 _ 2 —  Other current assets
Total assets at fair value $ 1,072  $ 79C $ 284 % -
Liabilities
Contingent consideratidh) $ 112 $ — 3 — % 11Z  Accrued and other current liabilities
and other liabilities
Total liabilities at fair value $ 11z $ — — 8 112
Fair Value Measurements Using Significant
Unobservable Inputs (Level 3)
Contingent
Consideration
Balance as of March 31, 2011 $ 51
Additions 10C
Change in fair valu© 11
Payment® (25)
Reclassificatiorf’ (25)
Balance as of March 31, 2012 $ 112

(&) The deferred compensation plan assets consistriofugamutual fund:

(b) The contingent consideration as of June 3022thd March 31, 2012 represents the estimateddhie of the additional variable
cash consideration payable primarily in connectigth our acquisitions of PopCap Games, Inc. (“Pau{e&KlickNation
Corporation (“KlickNation™), and Chillingo Limite@‘Chillingo”) that is contingent upon the achievemef certain performance
milestones. We estimated the fair value of the eitipn-related contingent consideration payablegigrobability-weighted
discounted cash flow models, and applied a discatatthat appropriately captures a market padgitip view of the risk associated
with the obligation. During the three months endade 30, 2012 , the discount rate used had a vegigivierage of 13 percent .
During fiscal year 2012 , the discount rate usetidaveighted average of 12 percent . The signifinanbservable input used in the
fair value measurement of the acquisition-relat@atiogent consideration payable are forecastedreggnSignificant changes in
forecasted earnings would result in a significahttyher or lower fair value measurement. At Jung280.2 and March 31, 2012 , the
fair market value of acquisition-related contingeonsideration totaled $88 million and $112 milliorespectively, compared to a
maximum potential payout of $568 million and $57#lion , respectively.

(c) The change in fair value is reported as adirisrelated contingent consideration in our Camsbsd Consolidated Statements of
Operations.

(d) During the three months ended June 30, 20&2made a payment of $4 million to settle certarfgemance milestones achieved in
connection with one of our acquisitions. During therth quarter of fiscal year 2012, we made a payynof $25 million to settle
certain performance milestones achieved througleidéer 31, 2011 in connection
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with our acquisition of Playfish Limited (“Playfish

(e) During the fourth quarter of fiscal year 2002, reclassified $25 million of contingent consatén in connection with our
acquisition of Playfish to other current liabilgién our Condensed Consolidated Balance Sheeteamtitingency was settled. This
amount is no longer measured at fair value on arriegy basis and is expected to be paid duringséo®nd quarter of fiscal 2013.

Assets and Liabilities Measured at Fair Value orNbnrecurring Basis

During the three months ended June 30, 2012 antl 2bikre were no material impairment charges $eets and liabilities measured at fair
value on a nonrecurring basis in periods subsedoeénitial recognition.

(3) FINANCIAL INSTRUMENTS
Cash and Cash Equivalents
As of June 30, 2012 and March 31, 2012 , our casdicash equivalents were $919 million and $1,29Bami, respectively. Cash equivalents
were valued at their carrying amounts as they apprate fair value due to the short maturities @&fsth financial instruments.
Short-Term Investments
Short-term investments consisted of the followisg&June 30, 2012 and March 31, 2012 (in millions)

As of June 30, 2012 As of March 31, 2012
Agg?ttizoerd Gross Unrealized Fair Agg?ttizoerd Gross Unrealized Fair
Cost Gains Losses Value Cost Gains Losses Value
Corporate bonds $ 17¢ % 1 $ — $ 18C $ 14¢ % 1 $ — $ 15C
U.S. Treasury securities 14C — — 14C 16€ — — 16€
U.S. agency securities 10¢ — — 10¢ 11€ — — 11€
Commercial paper 15 — — 15 5 — — 5
Short-term investments $ 443 $ 1 $ — % 444 $ 43¢ $ 1 $ — 3 437

We evaluate our investments for impairment quartérhctors considered in the review of investmeuitls an unrealized loss include the
credit quality of the issuer, the duration that fiie value has been less than the adjusted ce#, tseverity of the impairment, reason for the
decline in value and potential recovery period,fthancial condition and near-term prospects ofitivestees, our intent to sell the
investments, any contractual terms impacting tlepayment or settlement process, as well as if wddvoe required to sell an investment
due to liquidity or contractual reasons beforeaitticipated recovery. Based on our review, we didconsider these investments to be other-
than-temporarily impaired as of June 30, 2012 ardchl 31, 2012 .

The following table summarizes the amortized cost fair value of our short-term investments, cl#sdiby stated maturity as of June 30,
2012 and March 31, 2012 (in millions):

As of June 30, As of March 31,
2012 2012
Amortized Fair Amortized Fair
Cost Value Cost Value
Short-term investments
Due in 1 year or less $ 21t % 21t % 207 % 207
Due in 1-2 years 11C 111 12¢ 124
Due in 2-3 years 11¢€ 11¢€ 10¢€ 10¢€
Short-term investments $ 44:  $ 444 3 43¢ $ 437

Marketable Equity Securities

Our investments in marketable equity securitiesttrof investments in common stock of publiclyded companies and are accounted for as
available-for-sale securities and are recordediavflue. Unrealized gains and losses are recadedcomponent of accumulated other
comprehensive income in stockholders’ equity, rfi¢t, until either the security is sold or we datie that the decline in the fair value of a
security to a level below its adjusted cost basither-than-temporary. We evaluate these invegtrienimpairment quarterly. If we

conclude that an investment is other-than-templgramipaired, we

10
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will recognize an impairment charge at that timeim Condensed Consolidated Statements of Opesation

Marketable equity securities consisted of the feligg as of June 30, 2012 and March 31, 2012 (itiona):

Gross Gross
Adjusted Unrealized Unrealized Fair
Cost Gains Losses Value
As of June 30, 2012 $ 32 % 44 3 —  $ 76
As of March 31, 2012 $ 32 % 87 $ — 8 11¢

We did not recognize any impairment charges dutieghree months ended June 30, 2012 and 2011ranaketable equity securities. We
did not sell any of our marketable securities dytime three months ended June 30, 2012 and 2011 .

0.75% Convertible Senior Notes Due 2016

The following table summarizes the carrying valad fair value of our 0.75% Convertible Senior Nadege 2016 as of June 30, 2012 and
March 31, 2012 (in millions):

As of June 30, 2012 As of March 31, 2012
Carrying Fair Carrying Fair
Value Value Value Value
0.75% Convertible Senior Notes due 2016 $ 544 $ 55¢ $ 53¢ $ 584

The carrying value of the 0.75% Convertible SeiNotes due 2016 excludes the fair value of the gquihversion feature, which was
classified as equity upon issuance, while thevaiue is based on quoted market prices for the20.Z8nvertible Senior Notes due 2016 ,
which includes the equity conversion feature. Tdievalue of the 0.75% Convertible Senior Notes 20%6 is classified as level 2 within the
fair value hierarchy. See Note 10 for addition&imation related to our 0.75% Convertible Senioté¢ due 2016.

(4) DERIVATIVE FINANCIAL INSTRUMENTS

The assets or liabilities associated with our aggiie instruments and hedging activities are reedat fair value in other current assets or
accrued and other current liabilities, respectively our Condensed Consolidated Balance Sheetiséisssed below, the accounting for
gains and losses resulting from changes in fairevdepends on the use of the derivative instrumsethtwhether it is designated and qualifies
for hedge accounting.

We transact business in various foreign currermigshave significant international sales and exgedsnominated 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 iindertign currencies. In addition, we
utilize foreign currency forward contracts to mitig foreign exchange rate risk associated withidoreurrency-denominated monetary assets
and liabilities, primarily intercompany receivabkesd payables. The foreign currency forward cotdrgenerally have a contractual term of
approximately three months or less and are traedactar month-end. At each quarter-end, the féirevaf the foreign currency forward
contracts generally is not significant. We do nee foreign 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 effectiveinéshe cash flow hedge contracts,
including time value, is assessed monthly usingessgjon analysis, as well as other timing and griibacriteria. To qualify for hedge
accounting treatment, all hedging relationshipsfammally documented at the inception of the hedwes must be highly effective in
offsetting changes to future cash flows on hedgmustactions. The effective portion of gains ordssesulting from changes in the fair value
of these hedges is initially reported, net of &a component of accumulated other comprehensteenie in stockholders’ equity. The gross
amount of the effective portion of gains or lossesulting from changes in the fair value of thesddes is subsequently reclassified into net
revenue or research and development expensespiagpépte, in the period when the forecasted tratitsais recognized in our Condensed
Consolidated Statements of Operations. In the etanthe gains or losses in accumulated other celnemsive income are deemed to be
ineffective, the ineffective portion of gains os#®s resulting from changes in fair value, if amyeclassified to interest and other income
(expense), net, in our Condensed ConsolidatedrBeatis of Operations. In the event that the undeglforecasted transactions do not occur,
or it becomes remote that they will occur, withie defined hedge period, the gains or losses orethted cash flow hedges are reclassified
from accumulated other comprehensive income toésteand other income

11
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(expense), net, in our Condensed ConsolidatedrSémis of Operations. During the three months eddee 30, 2012 and 2011 , we
reclassified an immaterial amount of losses intergst and other income (expense), net. As of 30n2012 , we had foreign currency option
contracts to purchase approximately $30 milliofoireign currency and to sell approximately $165ioml of foreign currency. All of the
foreign currency option contracts outstanding asusfe 30, 2012 will mature in the next 12 monthAs of March 31, 2012 , we had foreign
currency option contracts to purchase approxima@4 million in foreign currency and to sell approately $78 million of foreign currency.
As of June 30, 2012 and March 31, 2012 , thesagiomurrency option contracts outstanding had @ fair value of $4 million and $2

million , respectively, and are included in otharrent assets.

The effect of the gains and losses from our foreigmency option contracts in our Condensed Codat#d Statements of Operations for the
three months ended June 30, 2012 and 2011 was erialaénd is included in interest and other incqmepense), net.

Balance Sheet Hedging Activities

Our foreign currency forward contracts are notgieaied as hedging instruments, and are accounted fderivatives whereby the fair value
of the contracts is reported as other current assedccrued and other current liabilities on oan@ensed Consolidated Balance Sheets, and
gains and losses resulting from changes in thevédire are reported in interest and other incompdjase), net, in our Condensed
Consolidated Statements of Operations. The gaiddaases on these foreign currency forward corgrgenerally offset the gains and losses
in the underlying foreign-currency-denominated ntaneassets and liabilities, which are also rembitteénterest and other income (expense),
net, in our Condensed Consolidated Statements efdfipns. As of June 30, 201%e had foreign currency forward contracts to pase an
sell approximately $183 million in foreign curreesi Of this amount, $129 millimepresented contracts to sell foreign currenciexahangs
for U.S. dollars, $47 million to purchase foreigmrency in exchange for U.S. dollars, and $7 millio sell foreign currency in exchange for
British pounds sterling. As of March 31, 2012 , knaal foreign currency forward contracts to purchase sell approximately $242 million in
foreign currencies. Of this amount, $197 milliopnesented contracts to sell foreign currenciexahange for U.S. dollars, $37 million to
purchase foreign currency in exchange for U.Sagdslland $8 million to sell foreign currency in bange for British pounds sterling. As of
June 30, 2012 and March 31, 2012 , the fair vafumipforeign currency forward contracts was immiateand is included in accrued and
other liabilities.

For the three months ended June 30, 2012 , thetefféoreign currency forward contracts resultecn $8 million gain in our Condensed
Consolidated Statements of Operations includedti&rést and other income (expense), net. For tiee timnonths ended June 30, 2011 , the
effect of foreign currency forward contracts in @ondensed Consolidated Statements of Operatioasmvaaterial, and are included in
interest and other income (expense), net.

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

EA Labels Segment

As of March 31, 2012

Goodwill $ 2,08¢
Accumulated impairment (36¢)

Total 1,71¢
Effects of foreign currency translation 2

As of June 30, 2012

Goodwill 2,08¢
Accumulated impairment (36¢)

Total $ 1,71¢€

Amortization of intangibles for the three monthsled June 30, 2012 and 2011 , are classified i€tdralensed Consolidated Statement of
Operations as follows (in millions):

12
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Three Months Ended June 30,

2012 2011
Cost of product $ 9 § 2
Cost of service and other 6 1
Operating expenses 7 13
Total $ 22 16

Acquisition-related intangible assets are amortizgidg the straighline method over the lesser of their estimateduldifes or the agreeme
terms, typically from two to fourteen years . AsJohe 30, 2012 and March 31, 2012 , the weightedaae remaining useful life for
acquisition-related intangible assets was approtdin®.5 years and 5.7 years , respectively.

Acquisition-related intangibles consisted of thkdiwing (in millions):

As of June 30, 2012 As of March 31, 2012
Gross Acquisition- Gross Acquisition-
Carrying Accumulated Related Carrying Accumulated Related
Amount Amortization Intangibles, Net Amount Amortization Intangibles, Net
Developed and core technology $ 51€ $ (242) $ 27¢ $ 51€ $ (229 $ 28¢
Trade names and trademarks 131 (88) 43 131 (84) 47
Registered user base and other intangibles a0 (82 8 a0 (80) 10
Carrier contracts and related 85 (69) 16 85 (67) 18
In-process research and development 4 — 4 5 —
Total $ 826 $ 481 $ 347 $ 82¢ $ 460 $ 36¢

As of June 30, 2012 , future amortization of acifjois-related intangibles that will be recordectcmst of revenue and operating expenses is
estimated as follows (in millions):

Fiscal Year Ending March 31,

2013 (remaining nine months) $ 57
2014 66
2015 62
2016 50
2017 42
Thereafter 70

Total $ 347

(6) RESTRUCTURING AND OTHER CHARGES
Restructuring and other restructuring plan-rel@éormation as of June 30, 2012 was as follows{iions):

Other
Fiscal 2013 Fiscal 2011 Restructurings and
Restructuring Restructuring Reorganization
Facilities- Facilities-
Workforce related Other Workforce Other related Other Total
Balances as of March 31, 2011 $ — % — % — % 3 $ 101 $ 8 $ 5 $ 117
Charges to operations _ _ _ &) 21 (12) 8 16
Charges settled in cash — — — @) (47) 7 13 (55)
Balances as of March 31, 2012 _ _ _ _ 75 3 _ 78
Charges to operations 16 1 9 _ 1 _ _ 27
Charges settled in cash (6) — 6] — 6] — — (8)
Changes settled in non-cash — 3 — 3 " $ —  $ — 3 — 3 — 3 )
Balances as of June 30, 2012 $ 10 $ 1 s 1 3 — $ 75 3 3 8 —  $ 90

Fiscal 2013 Restructuring
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On May 7, 2012, we announced a restructuring maalign our cost structure with our ongoing digttainsformation. Under this plan, we are
reducing our workforce, terminating licensing agneats, and consolidating or closing various faesit We expect the majority of these
actions to be completed by September 30, 2012.

Since the inception of the fiscal 2013 restruciyigtan through June 30, 2012, we have incurredgesanf $26 million , consisting of (1) $16
million in employee-related expenses, (2) $9 millrelated to license termination costs, and (3)n$lion related to the closure of certain of
our facilities.

In connection with this plan, we anticipate incagiapproximately $31 million to $35 million in téteosts, of which approximately $22
million will result in future cash expenditures.| AF these charges are expected to occur durinfjsbel year ending March 31, 2013 . These
costs will consist of severance and other emplogésted costs (approximately $16 million to $18limil ), license termination costs
(approximately $9 million ) and other facilitiedated costs (approximately $6 million to $8 milliprSubstantially all of these costs will be
settled by March 31, 2013 , with the exceptionpdraximately $4 million of license and lease cogfisich will be settled by May 2016 .

Fiscal 2011 Restructuring

In fiscal year 2011, we announced a plan focusetthemestructuring 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 licermingdeveloper agreements. To a much
lesser extent, as part of this restructuring wewaxkforce reductions and facilities closures tiglotarch 31, 2011. Substantially all of th
exit activities were completed by March 31, 2011 .

Since the inception of the fiscal 2011 restructyimfan through June 30, 2012 , we have incurredyelsaof $169 million , consisting of (1)
$126 million related to the amendment of certaterising agreements and other intangible assetimeat costs, (2) $31 million related to
the amendment of certain developer agreementgZ2n#i12 million in employee-related expenses. $A& million restructuringccrual as ¢
June 30, 2012 related to the fiscal 2011 restrudus expected to be settled by June 2016. Weentlyrestimate recognizing in future
periods through June 2016, approximately $11 mmilfar the accretion of interest expense relatemltoamended licensing and developer
agreements, of which $4 million will be recogniziding the remainder of fiscal year 2013. Thisriest expense will be included in
restructuring and other charges in our Condensed@iolated Statement of Operations.

Overall, including $169 million in charges incurrdntough June 30, 2012 , we expect to incur taahand non-cash charges between $180
million and $185 million by June 2016. These changél consist primarily of (1) charges, includiagcretion of interest expense, related to
the amendment of certain licensing and developeremgents and other intangible asset impairmens ¢approximately $168 million ) and

(2) employee-related costs ( $12 million ).

Other Restructurings and Reorganization

We also engaged in various other restructuringsaambrganization based on management decisions praa to fiscal 2011. We do not
expect to incur any additional restructuring chargeder these plans. The $3 million restructuricgy@al as of June 30, 2012 related to our
other restructuring plans is expected to be seltje8eptember 2016 .

(7) ROYALTIES AND LICENSES

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

Royalty-based obligations with content licensorg distribution affiliates are either paid in advarand capitalized as prepaid royalties or are
accrued as incurred and subsequently paid. Thgs#tydased obligations are generally expensed to castvehue generally at the greate
the contractual rate or an effective royalty radedal on the total projected net revenue for caistraith guaranteed minimums. Prepayments
made to thinly capitalized independent softwareettigpyers and cpublishing affiliates are generally made in conimectvith the developmet

of a particular product, and therefore, we are galyesubject to development risk prior to the esde of the product. Accordingly, payments
that are due prior to completion of a product aeegally expensed to research and developmentlwwelevelopment period as the services
are incurred. Payments due after completion optduct (primarily royalty-based in nature) are gratly expensed as cost of revenue.
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Our contracts with some licensors include minimurargnteed royalty payments, which are initiallyoreled as an asset and as a liability at
the contractual amount when no performance renvaiinsthe licensor. When performance remains withltbensor, we record guarantee
payments as an asset when actually paid and abibtyi when incurred, rather than recording theetisind 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 fudalzation of our royalty-based assets, as wedlrgsunrecognized minimum commitments
not yet paid to determine amounts we deem unliteelye realized through product sales. Any impaitsen losses determined before the
launch of a product are charged to research anelai@nent expense. Impairments or losses deternpiosidlaunch are charged to cost of
revenue. We evaluate long-lived royalty-based agseimpairment generally using undiscounted dhslis when impairment indicators
exist. Unrecognized minimum royalty-based committeeme accounted for as executory contracts, areéfthre, any losses on these
commitments are recognized when the underlyindl@tteial property is abandoned.é. , cease use) or the contractual rights to use the
intellectual property are terminated. During theethmonths ended June 30, 2012 , we recognizeesla$s$9 million on our previously
unrecognized minimum royalty-based commitmentgedl#o our fiscal 2013 restructuring. During theethmonths ended June 30, 2011 , we
recognized an additional loss of $15 million repréisg an adjustment to our fiscal 2011 restrunturiThe losses related to restructuring and
other plan-related activities are presented in Note

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

As of As of
June 30, March 31,
2012 2012
Other current assets $ 90 $ 85
Other assets 113 10z
Royalty-related assets $ 20 % 187

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

As of As of
June 30, March 31,
2012 2012
Accrued and other current liabilities $ 11C $ 121
Other liabilities 52 52
Royalty-related liabilities $ 16z $ 173

As of June 30, 2012 , $1 million of restructurirggruals related to the fiscal 2013 restructuriranpbnd $75 million of restructuring accruals
related to the fiscal 2011 restructuring plan aduded in royalty-related liabilities in the talalbove. See Note 6 for details of restructuring
and other restructuring plan-related activities Biade 8 for the details of our accrued and otherer liabilities.

In addition, as of June 30, 2012 , we were comuhitbepay approximately $806 million to content tisers, independent software developers,
and co-publishing and/or distribution affiliatesitiperformance remained with the counterpaitg. (, delivery of the product or content or
other factors) and such commitments were therafoteecorded in our Condensed Consolidated FineBtiements.

(8) BALANCE SHEET DETAILS
Inventories
Inventories as of June 30, 2012 and March 31, 20h8isted of (in millions):

As of As of
June 30, March 31,
2012 2012
Raw materials and work in process $ 2 3 —
Finished goods 58 59
Inventories $ 60 $ 59

15




Table of Contents

Property and Equipment, Net
Property and equipment, net, as of June 30, 20dMamrch 31, 2012 consisted of (in millions):

As of As of
June 30, March 31,

2012 2012
Computer equipment and software 61 $ 57¢
Buildings 334 33¢
Leasehold improvements 122 121
Office equipment, furniture and fixtures 71 72
Land 63 64
Construction in progress 8 38
Warehouse equipment and other 10 10
1,221 1,21¢
Less: accumulated depreciation (663) (651)
Property and equipment, net $ 55¢ $ 56¢

Depreciation expense associated with property gngpment was $28 million and $25 million for thegb months ended June 30, 2012 and
2011, respectively.

Acquisition-Related Restricted Cash Included in @thCurrent Assets

Included in other current assets on our Condensesdidated Balance Sheets was $31 million of attom-related restricted cash as of
June 30, 2012 and March 31, 2012 . As these depargtrestricted in nature, they are excluded tagh and cash equivalents.

Accrued and Other Current Liabilities

Accrued and other current liabilities as of JuneZML 2 and March 31, 2012 consisted of (in milljons

As of As of
June 30, March 31,

2012 2012
Other accrued expenses $ 351 $ 441
Accrued compensation and benefits 14¢ 23¢
Deferred net revenue (other) 117 85
Accrued royalties 86 98
Accrued and other current liabilities $ 70z % 857

Deferred net revenue (other) includes the defefralibscription revenue, deferrals related to awitZerland distribution business, advertis
revenue, licensing arrangements, and other reviemwehich revenue recognition criteria has not beest.

Deferred Net Revenue (Packaged Goods and Digitaht@at)

Deferred net revenue (packaged goods and digitaknt) was $584 million and $1,048 million as ofid80, 2012 and March 31, 2012,
respectively. Deferred net revenue (packaged gandgligital content) includes the unrecognized mereefrom (1) bundled sales of certain
online-enabled packaged goods and digital contenthich either we do not have VSOE for the onbeevice that we provide in connection
with the sale of the software or we have an ohiligato provide future incremental unspecified digitontent, (2) certain packaged goods
sales of MMO role-playing games, and (3) salesegfain incremental content associated with our safscription services that can only be
played online, which are types of “micro-transaasid We recognize revenue from sales of online-Ethpackaged goods and digital content
for which (1) we do not have VSOE for the onlinevéze that we provided in connection with the satel (2) we have an obligation to deliver
incremental unspecified digital content in the fetwithout an additional fee on a straight-lineib@enerally over an estimated six-month
period beginning in the month after shipment. Hogrewe expense the cost of revenue related to treessactions during the period in wh
the product is delivered (rather than on a defelaesis).
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(9) INCOME TAXES

We estimate our annual effective tax rate at tltecfreach quarterly period, and we record the theceof certain discrete items, which are
unusual or occur infrequently, in the interim pdrin which they occur, including changes in judgiremout deferred tax valuation
allowances. In addition, jurisdictions with a prjed loss for the year, jurisdictions with a yeaudaite loss where no tax benefit can be
recognized, and jurisdictions where we are unabkstimate an annual effective tax rate are exddisen the estimated annual effective tax
rate. The impact of such an exclusion could raaudt higher or lower effective tax rate during atigalar quarter depending on the mix and
timing of actual earnings versus annual projections

We recognize deferred tax assets and liabilitied&h the expected impact of differences betwaerfihancial statement amount and the tax
basis of assets and liabilities and for the expmkfiteure tax benefit to be derived from tax losaed tax credit carry forwards. We record a
valuation allowance against deferred tax assetsithe considered more likely than not that albgportion of our deferred tax assets will not
be realized. In making this determination, we aaquired to give significant weight to evidence tbam be objectively verified. It is generally
difficult to conclude that a valuation allowancenist needed when there is significant negativeeid, such as cumulative losses in recent
years. Forecasts of future taxable income are dereil to be less objective than past results,codatly in light of the economic environme
Therefore, cumulative losses weigh heavily in therall assessment. Based on the assumptions amdenagnts noted above, we have
recorded a valuation allowance against most olb8: 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 benefi
more likely than not to be realized.

The provision for income taxes reported for the¢hmonths ended June 30, 2012 is based on ouctgjennual effective tax rate for fiscal
year2013 , and also includes certain discrete tax litsmefcorded during the period. Our effective taterfor the three months ended June 30,
2012 was 4.3 percent as compared to 3.9 percetttddhree months ended June 30, 2011. The eféetztivrate for the three months ended
June 30, 2012 differs from the statutory rate aD3&ercent primarily due to the utilization of Udgferred tax assets which were subject to a
valuation allowance, and non-U.S. profits subjec treduced or zero tax rate.

The total gross unrecognized tax benefits as of 30) 2012 is $274 million , of which approximat&43 million is offset by prior cash
deposits to tax authorities for issues pendinglugiem. A portion of our unrecognized tax benefitdl affect our effective tax rate if they are
recognized upon favorable resolution of the unaetax positions. As of June 30, 2012 , if recogdizapproximately $96 million of the
unrecognized tax benefits would affect our effextiax rate and approximately $165 million woulduted adjustments to deferred tax assets
with corresponding adjustments to the valuatioovadince.

As of June 30, 2012 , the combined amount of actinierest and penalties related to uncertain tesitipns included in income tax
obligations on our Condensed Consolidated BalaheetSvas approximately $21 million , as compareithéosame amount at March 31,
2012.

The IRS has completed its examination of our fddacmme tax returns through fiscal year 2005, sncurrently examining our fiscal years
2006, 2007 and 2008 tax returns. We are also diyrender income tax examination in Canada fordigears 2004 and 2005, and in France
for fiscal years 2006 through 2008. We remain stthifgincome tax examination for several othersdiGtions including Canada for fiscal
years after 2003, in France for fiscal years &f@8, in Germany for fiscal years after 2007, im thhited Kingdom for fiscal years after 20
and in Switzerland for fiscal years after 2007.

The timing of the resolution of income tax examiomas 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&kinough potential resolution of uncertain
tax positions involve multiple tax periods and gaiictions, it is reasonably possible that a rednctif up to $81 million of the reserves for
unrecognized tax benefits may occur within the ri&ximonths , some of which, depending on the natfitlee settlement or expiration of
statutes of limitations, may affect our income paavision (benefit) and therefore benefit the résgleffective tax rate. The actual amount
could vary significantly depending on the ultiméitaing and nature of any settlements.

(10) FINANCING ARRANGEMENT
0.75% Convertible Senior Notes Due 2016

In July 2011 , we issued $632.5 million aggregabegipal amount of 0.75% Convertible Senior Notes @016 (the “Notes”). The Notes are
senior unsecured obligations which pay interestaenually in arrears at a rate of 0.75 percentgoeum on January 15 and July 15 of each
year, beginning oJanuary 15, 2012 and will mature on July 15, 20di6less earlier purchased or converted in accoedaiith their terms
prior to such date. The Notes are senior in rigltayment to any unsecured indebtedness that iessly subordinated in right of payment to
the Notes.
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The Notes are convertible into cash and sharearof@mmon stock based on an initial conversionevalu31.5075 shares of our common
stock per $1,000 principal amount of Notes (eq@mato an initial conversion price of approximat$81.74 per share). Upon conversion of
the Notes, holders will receive cash up to thegipial amount of each Note, and any excess convevsitue will be delivered in shares of our
common stock. Prior to April 15, 2016, the Notes eonvertible only if (1) the last reported salie@of the common stock for at least 20
trading days (whether or not consecutive) durirggpariod of 30 consecutive trading days endingheridst trading day of the immediately
preceding fiscal quarter is greater than or equaB0 percent of the conversion price ( $41.26spare) on each applicable trading day;

(2) during the five business day period after arydonsecutive trading day period in which theitrggbrice per $1,000 principal amount of
notes falls below 98 percent of the last reportdd price of our common stock multiplied by the wersion rate on each trading day; or

(3) specified corporate transactions, includindhange in control, occur. On or after April 15, 2@ Bolder may convert any of its Notes at
any time prior to the close of business on the s@stheduled trading day immediately precedingib&urity date. The conversion rate is
subject to customary anti-dilution adjustments @eample, certain dividend distributions or tendieexchange offer of our common stock),
but will not be adjusted for any accrued and unjiatigrest. The Notes are not redeemable prior trityaexcept for specified corporate
transactions and events of default, and no sinking is provided for the Notes. The Notes do nattam any financial covenants.

We separately account for the liability and eqeitynponents of the Notes. The carrying amount oktiigty component representing the
conversion option is equal to the fair value of @Ganvertible Note Hedge, as described below, wiséhsubstantially identical instrument
was purchased on the same day as the Notes. Tiygngeamount of the liability component was detared by deducting the fair value of the
equity component from the par value of the Notea afole, and represents the fair value of a sirdaility that does not have an associe
convertible feature. A liability of $525 million &g the date of issuance was recognized for thecral amount of the Notes representing the
present value of the Notes’ cash flows using aadistrate of 4.54 percenfThe excess of the principal amount of the ligpiiomponent ove
its carrying amount is amortized to interest expemger the term of the Notes using the effectiverest method. The equity component is
remeasured as long as it continues to meet thetamifor equity classification.

In accounting for $15 million of issuance costatedl to the Notes issuance, we allocated $13 mitbche liability component ar million
to the equity component. Debt issuance costs at#iithe to the liability component are being amexdizo expense over the term of the Notes,
and issuance costs attributable to the equity comapiowere netted with the equity component in aaldil paid-in capital.

The carrying values of the liability and equity qoonents of the Notes are reflected in our Conde@setsolidated Balance Sheet as follows
(in millions):

As of As of
June 30, 2012 March 31, 2012
Principal amount of Notes $ 63 $ 633
Unamortized discount of the liability component (89 (99)
Net carrying amount of Notes $ 544 $ 53¢
Equity component, net $ 108 $ 10E

Interest expense recognized related to the Noteasafollows (in millions):

Three Months
Ended
June 30, 2012

Amortization of debt discount $
Amortization of debt issuance costs
Coupon interest expense

Total interest expense related to Notes $

Nk e oo

As of June 30, 2012 , the remaining life of the ééos 4.0 years .

Convertible Note Hedge and Warrants Issuance
In addition, in July 2011, we entered into privgteégotiated convertible note hedge transactidres“€onvertible Note Hedge”) with certain
counterparties to reduce the potential dilutiorhwéspect to our common stock upon conversionefbtes. The Convertible Note Hedge,

subject to customary anti-dilution adjustmentsyjte us with the option to acquire, on a net settlat basis, approximately 19.9 million
shares of our common stock at a strike price of BB81which corresponds to
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the conversion price of the Notes and is equatéaiumber of shares of our common stock that naliipanderlie the Notes. As of June 30,
2012 , we have not purchased any shares underoinee@ible Note Hedge. We paid $107 million for thenvertible Note Hedge, which was
recorded as an equity transaction.

Separately, in July 2011 we also entered into pelyanegotiated warrant transactions with the déertaunterparties whereby we sold to
independent third parties warrants (the “Warrants’acquire, subject to customary anti-dilutionustinents that are substantially the same as
the anti-dilution provisions contained in the Notag to 19.9 million shares of our common stockifhhs also equal to the number of shares
of our common stock that notionally underlie thetég), with a strike price of $41.14 . The Warramdald have a dilutive effect with respect

to our common stock to the extent that the markieeper share of its common stock exceeds $4Inler prior to the expiration date of the
Warrants. We received proceeds of $65 million ftbensale of the Warrants.

(11) COMMITMENTS AND CONTINGENCIES
Lease Commitments

As of June 30, 2012 , we leased certain curreiiitfas, furniture and equipment under non-canciglaperating lease agreements. We were
required to pay property taxes, insurance and namamtenance costs for certain of these faciliied any increases over the base year of
these expenses on the remainder of our facilities.

Development, Celebrity, League and Content Licend&syments and Commitments

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

In addition, we have certain celebrity, league emdtent license contracts that contain minimum guige payments and marketing
commitments that may not be dependent on any dalies. Celebrities and organizations with whomhaee contracts include: FIFA,
FIFPRO Foundation, FAPL (Football Association Prenhieague Limited), and DFL Deutsche Fuf3ball LigabBl (German Soccer League)
(professional soccer); National Basketball Assaziaf{professional basketball); PGA TOUR, Tiger Weashd Augusta National (professic
golf); National Hockey League and NHL Players’ Agistion (professional hockey); National Footbalbgee Properties, PLAYERS Inc.,
and Red Bear Inc. (professional football); Coll¢giaicensing Company (collegiate football); Zuffd,C (Ultimate Fighting Championship);
ESPN (content in EA SPORTS games); Hasbro, Incs{mibHasbro’s toy and game intellectual prope)tiaad LucasArts and Lucas
Licensing (Star Wars: The Old Republic ). These developer and content license commitnreptesent the sum of (1) the cash payments due
under non-royalty-bearing licenses and servicesagents and (2) the minimum guaranteed paymentadrahces against royalties due
under royalty-bearing licenses and services agretanine majority of which are conditional uponfpemance by the counterparty. These
minimum guarantee payments and any related magkemmitments are included in the table below.

The following table summarizes our unrecognizedimimm contractual obligations as of June 30, 2042r{illions):

Contractual Obligations

Developer/ Convertible Other

Licensor Notes Purchase
Fiscal Year Ending March 31, Leases @ Commitments Marketing Interest ® Obligations Total
2013 (remaining nine months) $ 41 $ 12¢ $ 51 $ 5 $ 6 $ 232
2014 51 12¢€ 53 5 8 243
2015 43 114 34 5 — 19¢€
2016 31 167 34 5 — 237
2017 18 12 20 2 — 52
Thereafter 36 25¢ 83 — — 377

Total $ 22C $ 80€ $ 27t $ 22 3 14 $ 1,33

€)) Lease commitments have not been reduced biynioin sublease rentals for unutilized office space resulfiogn our reorganizatio

activities of approximately $6 million due in thetdire under non-cancelable sub-leases.

(b) In addition to the interest payments refledtethe table above, we will be obligated to pagy$632.5 millior
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principal amount of the 0.75% Convertible Seniotééodue 2016 and any excess conversion value iesbour common stock
upon redemption after the maturity of the Notesloly 15, 2016 or earlier. See Note 10 for additiamf@rmation related to our
0.75% Convertible Senior Notes due 2016 .

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

In addition to what is included in the table aboa® pf June 30, 2012 , we had a liability for unggized tax benefits and an accrual for the
payment of related interest totaling $251 milliasf which we are unable to make a reasonably reliastimate of when cash settlement with
a taxing authority will occur.

In addition to what is included in the table abageof June 30, 2012 , primarily in connection vatht PopCap, KlickNation, and Chillingo
acquisitions, we may be required to pay an additi®s68 million of cash consideration based upenatthievement of certain performance
milestones through March 31, 2015. As of June BQ22 we have accrued $88 million of contingentsideration on our Condensed
Consolidated Balance Sheet representing the estihfiair value of the contingent consideration.

Legal Proceedings

In June 2008, Geoffrey Pecover filed an antitrlesssaction in the United States District Courttfa Northern District of California, allegir
that EA obtained an illegal monopoly in a discratitrust market that consists of “league-brandedtfall simulation video games” by
bidding for, and winning, exclusive licenses witle tNFL, Collegiate Licensing Company and Arena Balbt_eague. In December 2010, the
district court granted the plaintiffs' request &ty a class of plaintiffs consisting of all cammsers who purchased EA's Madden NFL, NCAA
Football or Arena Football video games after 200%ay 2012, the parties reached a settlementinctimle to resolve all claims related to
this action. As a result, we recognized a $27 oiillaccrual in the fourth quarter of fiscal 2012cagsted with the potential settlement. In July
2012, the plaintiffs filed a motion with the cotwtapprove the settlement. The court will hear thation in late September 2012.

We are also subject to claims and litigation agsimthe ordinary course of business. We do naebelthat any 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.

(12) STOCK-BASED COMPENSATION
Valuation Assumptions

We are required to estimate the fair value of sthased payment awards on the date of grant. Wgn&mcompensation costs for stock-
based payment awards to employees based on thedgtarfair value using a straight-line approachrdte service period for which such
awards are expected to vest.

We determine the fair value of our share-based paymwards as follows:

* Restricted Stock Units, Restricted Sock, and Performance-Based Restricted Sock Units. The fair value of restricted stock units,
restricted stock, and performance-based restrattmek units (other than market-based restricteckstinits) is determined based on
the quoted market price of our common stock ordtte of grant. Performandmsed restricted stock units include grants magt!
certain members of executive management primardyptgd in fiscal year 2008 and (2) in connectiothwertain acquisitions.

»  Market-Based Restricted Sock Units . Market-based restricted stock units consist ahtg of performancbased restricted stock ur
to certain members of executive management (refearderein as “market-based restricted stock Qnithe fair value of our
market-based restricted stock units is determirsiuigua Monte-Carlo simulation model. Key assumgsifor the Monte-Carlo
simulation model are the risk-free interest raxpeeted volatility, expected dividends and corielatoefficient.

*  Sock Options and Employee Stock Purchase Plan . The fair value of stock options and stock purehd@ghts granted pursuant to our
equity incentive plans and our 2000 Employee SRuichase Plan (“ESPP”), respectively, is determirsdg the Black-Scholes
valuation model based on the multiple-award vatiathethod. Key assumptions of the Black-Scholesatain model are the risk-
free interest rate, expected volatility, expectrthtand expected dividends.
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The determination of the fair value of market-basesdricted stock units, stock options and ESRFfésted by assumptions regarding
subjective and complex variables. Generally, osuamptions are based on historical information anigjjnent is required to determine if
historical trends may be indicators of future outes.

The estimated assumptions used in the Black-Sckalestion model to value our stock option granesenas follows:

Stock Option Grants
Three Months Ended

June 30,
2012 2011
Risk-free interest rate 0.4 -1.0% 1.0-1.8%
Expected volatility 41 - 46% 40 -41%
Weighted-average volatility 44% 40%
Expected term 4.4 year 4.4 year
Expected dividends None None

There were no ESPP shares issued during the thoethsended June 30, 2012 and 2011 .
The estimated assumptions used in the Monte-Camlolation model to value our market-based restrictock units were as follows:

Three Months Ended

June 30,
2012 2011
Risk-free interest rate 0.2 -0.4% 0.2 -0.6%
Expected volatility 17 -116% 14 -83%
Weighted-average volatility 36% 35%
Expected dividends None None

Stock-Based Compensation Expense

Employee stock-based compensation expense recdghizang the three months ended June 30, 2012 @htl ®as calculated based on
awards ultimately expected to vest and has bearceedfor estimated forfeitures. In subsequent gerid actual forfeitures differ from those
estimates, an adjustment to stock-based compensatpense will be recognized at that time.

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

Three Months Ended

June 30,
2012 2011
Cost of revenue $ 1 $ 1
Research and development 22 23
General and administrative 9 9
Marketing and sales 7 5
Stock-based compensation expense $ 39 $ 38

During the three months ended June 30, 2012 antl 2@& did not recognize any provision for or bérfebm income taxes related to our
stock-based compensation expense.

As of June 30, 2012 , our total unrecognized corsgiion cost related to stock options was $9 milkod is expected to be recognized over a
weighted-average service period of 2.3 years .fAline 30, 2012 , our total unrecognized compemsatbst related to restricted stock and
restricted stock units (collectively referred to‘eestricted stock rights”) was $322 million andeispected to be recognized over a weighted-
average service period of 2.1 years . Of the $3#l®bmof unrecognized compensation cost, $19 miilrelates to market-based restricted
stock units and $1 million relates to performanesea restricted stock units.

Stock Options
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The following table summarizes our stock optionatst for the three months ended June 30, 2012 :

Weighted-Average

Weighted- Remaining Aggregate
Options Average Contractual Term Intrinsic Value
(in thousands) Exercise Price (in years) (in millions)
Outstanding as of March 31, 2012 9,74¢ $ 34.1%
Granted 178 13.1Z
Exercised 4 15.1:
Forfeited, cancelled or expired (44¢) 40.4z
Outstanding as of June 30, 2012 9,467 33.57 461 $ —
Exercisable as of June 30, 2012 8,59¢ 35.1( 423 $ _

The aggregate intrinsic value represents the po&atax intrinsic value based on our closing stog&e as of June 30, 2012 , which would
have been received by the option holders had @lbfition holders exercised their options as of dias&. The weighted-average grant date fair
values of stock options granted during the threaethmended June 30, 2012 and 2011 were $4.75 aid $espectively. We issue new
common stock from our authorized shares upon tkeecese of stock options.

Restricted Stock Rights

The following table summarizes our restricted staghts activity, excluding performance-based aratkat-based restricted stock unit
activity discussed below, for the three months dntime 30, 2012 :

Restricted Stock Weighted-

Rights Average Grant

(in thousands) Date Fair Value
Balance as of March 31, 2012 16,32: % 20.7:
Granted 5,681 12.5:¢
Vested (3,519 21.7¢
Forfeited or cancelled (45%) 13.3(
Balance as of June 30, 2012 18,03 18.1¢

The weighted-average grant date fair values ofioést stock rights granted during the three moetided June 30, 2012 and 2011 were
$12.53 and $22.35 , respectively.

Performance-Based Restricted Stock Units

The following table summarizes our performance-asstricted stock unit activity for the three mwended June 30, 2012 :

Performance-
Based Restricted Weighted-

Stock Units Average Grant

(in thousands) Date Fair Value
Balance as of March 31, 2012 1,421 $ 50.3¢
Vested (19 15.3¢
Forfeited or cancelled (50 49.6(
Balance as of June 30, 2012 1,352 34.3¢

Market-Based Restricted Stock Units

Our market-based restricted stock units vest cgatihupon the achievement of pre-determined maretservice conditions. If these market
conditions are not met but service conditions aeg the restricted stock units will not vest; hoegwany compensation expense we have
recognized to date will not be reversed. The nurosbshares of common stock to be received at vgstili range from zero percent to 200
percent of the target number of stock units basedus total stockholder return (“TSR”) relativettee performance of companies in the
NASDAQ-100 Index for each measurement period over a yeaeperiod. The maximum number of common shévascould vest is
approximately 2 million for market-based restricgtdck units.
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The following table summarizes our market-basettiodsd stock unit activity for the three monthsled June 30, 2012 . We present shares
granted at 100 percent of target of the numbetaaksunits that may potentially vest.

Market-Based

Restricted Stock Weighted-

Units Average Grant

(in thousands) Date Fair Value
Balance as of March 31, 2012 52C $ 34.7i
Granted 67C 10.4¢
Vested (111 34.7
Forfeited or cancelled (62) 34.7i
Balance as of June 30, 2012 1,017 18.7¢

Stock Repurchase Program

In February 2011, our Board of Directors authoriaggtogram to repurchase up to $600 millddmmur common stock over the next 18 mor
We completed our program in April 2012. We repusgthapproximately 32 million shares in the openketagince in the commencement of
the program, including pursuant to pre-arrangedkstiading plan. During three months ended Jun€302 , we repurchased and retired
approximately 4 million shares of our common stfmkapproximately $71 million , net of commissions.

In July 2012, our Board of Directors authorizedesvrprogram to repurchase up to $500 million of @mmon stock. Under the program, we
may purchase stock in the open market or throufately-negotiated transactions in accordance ajiplicable securities laws, including
pursuant to pre-arranged stock trading plans. tifhieg and actual amount of the stock repurchaskslepend on several factors including
price, capital availability, regulatory requiremgndlternative investment opportunities and otharket conditions. We are not obligated to
repurchase any specific number of shares undertigram and the repurchase program may be modgfieshended or discontinued at any
time.

Annual Meeting of Stockholders

At our Annual Meeting of Stockholders, held on J26; 2012, our stockholders approved amendmerasrt@000 Equity Incentive Plan (the
“Equity Plan”) to increase the number of sharesafimon stock authorized under the Equity Plan bg®&000 shares, and to increase the
limit on the number of shares that may be covesedduity awards to eligible persons under the Bdgian in a fiscal year.

(13) NET INCOME PER SHARE

The following table summarizes the computationbadic earnings per share (“Basic EPS”) and dilettings per share (“Diluted EPS”).
Basic EPS is computed as net income divided bwgighted-average number of common shares outstgffigiirthe period. Diluted EPS
reflects the potential dilution that could occwrfr common shares issuable through stock-based emafpen plans including stock options,
restricted stock, restricted stock units, commolsthrough our ESPP, warrants, and other conversigcurities using the treasury stock
method.

Three Months Ended

June 30,
(In millions, except per share data) 2012 2011
Net income $ 2001 % 221
Shares used to compute net income per share:
Weighted-average common stock outstanding - basic 317 331
Dilutive potential common shares 3 6
Weighted-average common stock outstanding - diluted 32( 337
Net income per share:
Basic $ 0.6: $ 0.67
Diluted $ 06: % 0.6¢€

For the three months ended June 30, 2012 and ,28dtions to purchase, restricted stock units astticted stock to be released in the am
of 21 million shares and 12 million shares of comrstock, respectively, were excluded from the weastock method computation of
diluted shares as their inclusion would have hadraiilutive effect.
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Potentially dilutive shares of common stock relatedur 0.75% Convertible Senior Notes due 2016eidsluring the fiscal year ended March
31, 2012, which have a conversion price of $318Wshare and the associated Warrants, which hewewersion price of $41.14 per share
were excluded from the computation of Diluted EBStie three months ended June 30, 288 their inclusion would have had an antidilu
effect resulting from the conversion price. Theoagsed Convertible Note Hedge was excluded froenctidculation of diluted shares as the
impact is always considered antidilutive sincedhk option would be exercised by us when the @gerprice is lower than the market price.
See Note 10 for additional information related tw 8.75% Convertible Senior Notes due 2016 andedl€onvertible Note Hedge and
Warrants.

(14) SEGMENT INFORMATION

Our reporting segments are based upon: our intergahizational structure; the manner in which @perations are managed; the criteria |
by our Chief Executive Officer, our Chief Operatibgcision Maker (“CODM?"), to evaluate segment perfance; the availability of separate
financial information; and overall materiality caderations.

Our business is currently organized around ouppirating labels, EA Games, EA SPORTS, Maxis, BimVBopCap and Social/Mobile
studios. Our CODM regularly reviews the resulteath of the operating labels. Due to their simélawnomic characteristics, products, and
distribution methods, all six of the operating lsb&re aggregated into one Reportable SegmentEthéabels” segment) as shown below.
addition to assessing performance and allocatisgurees based on our operating segments, to a tespeee, our CODM also reviews resi
based on geographic performance.

The following table summarizes the financial pemiance of the EA Labels segment and a reconciliafdhe EA Labels segment's loss to
our consolidated operating income for the three ttanded June 30, 2012 and 2011. Prior periodstezgpbelow have been restated to
reflect our current EA Labels reporting segmeniddtire (in millions):

Three Months Ended

June 30,
2012 2011
EA Labels segment:
Net revenue before revenue deferral $ 467 $ 51€
Depreciation and amortization (16) (15)
Other expenses (461) (539
EA Labels segment loss (10 (39)
Reconciliation to consolidated operating income:
Other:
Revenue deferral (315 (250
Recognition of revenue deferral 77¢ 725
Other net revenue 24 8
Depreciation and amortization (39 (26)
Acquisition-related contingent consideration 20 2
Restructuring and other charges (27) (18)
Stock-based compensation (39 (38)
Other expenses (189 (139
Consolidated operating income $ 21t $ 227

EA Labels segment loss differs from consolidatedraping income primarily due to the exclusion gf¢&rtain corporate and other functional
costs that are not allocated to EA Labels, (2)disferral of certain net revenue related to onlinabdéed packaged goods and digital content
(see Note 8 for additional information regardindede=d net revenue (packaged goods and digitakedpt and (3) our Switzerland
distribution revenue and expenses that is not aliéatto EA Labels. Our CODM reviews assets on a@afated basis and not on a segment
basis.

As we continue to evolve our business and moraiopeoducts are delivered to consumers digitalyytiie Internet, management places a
greater emphasis and focus on assessing its pamaerthrough a review of net revenue by revenuepoaition rather than net revenue by
platform. Information about our total net revenyerévenue composition for the three months endeé 30, 2012 and 2011 is presented
below (in millions):
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Three Months Ended

June 30,
2012 2011
Publishing and other $ 59z $ 647
Wireless, Internet-derived, advertising (digital) 34z 232
Distribution 21 12C
Net revenue $ 95t $ 99¢

Information about our operations in North AmeriEarope and Asia as of and for the three monthsceddee 30, 2012 and 2011 is presented
below (in millions):

Three Months Ended

June 30,
2012 2011
Net revenue from unaffiliated customers
North America $ 45C % 501
Europe 43E 43¢
Asia 70 60
Net revenue $ 95 3 99¢

As of June 30,

2012 2011

Longlived assets
North America $ 212: % 1,28¢
Europe 452 44C
Asia 46 53
Total $ 2,621 $ 1,782

Our direct sales to GameStop Corp. representedxzippately 11 percent and 18 percent of total neémee for the three months ended June
30, 2012 and 2011 , respectively.

(15) IMPACT OF RECENTLY ISSUED ACCOUNTING STANDARDS

In December 2011, the FASB issued ASU 2011Hi%closures about Offsetting Assets and Liabilities, which creates new disclosure
requirements about the nature of an entity’s rigiitsffset and related arrangements associateditwifinancial instruments and derivative
instruments. The disclosure requirements are éffeébr annual reporting periods beginning on deafanuary 1, 2013, and interim periods
therein, with retrospective application requireeThew disclosures are designed to make finartadraents that are prepared under U.S.
Generally Accepted Accounting Principles more corapke to those prepared under International Firsi@porting Standards. We are
currently evaluating the impact of ASU 2011-11 @m 6€ondensed Consolidated Financial Statements.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Electronic Arts Inc.:

We have reviewed the condensed consolidated batdesds of Electronic Arts Inc. and subsidiariae @ompany) as of June 30, 2012 and
July 2, 2011, and the related condensed consafidiiéements of operations, comprehensive incontecash flows for the three-month
periods ended June 30, 2012 and July 2, 2011. Tdwsiensed consolidated financial statements areeponsibility of the Company's
management.

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

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

We have previously audited, in accordance withddats of the Public Company Accounting OversighamBioqUnited States), the
consolidated balance sheet of Electronic Arts &mdl subsidiaries as of March 31, 2012, and théacbleonsolidated statements of operations,
stockholders' equity and comprehensive incomeXl@sgl cash flows for the year then ended (notgoites! herein); and in our report dated
May 25, 2012, we expressed an unqualified opiniothose consolidated financial statements. In pimion, the information set forth in the
accompanying condensed consolidated balance sheétarch 31, 2012 is fairly stated, in all madériespects, in relation to the
consolidated balance sheet for which it has beemete

/s/ KPMG LLP
Santa Clara, California
August 3, 2012
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Item 2. Management’s Discussion and Analysis of Financial Condition ahResults of Operation:

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 histical fact, made in this Quarterly Report are forward looking. Examples of
forward-looking statements include statements relad to industry prospects, our future economic perfomance including anticipated
revenues and expenditures, results of operations dinancial position, and other financial items, ourbusiness plans and objectives,
including our intended product releases, and may iclude certain assumptions that underlie the forwardlooking statements. We use
words such as “anticipate,” “believe,” “expect,” “intend,” “estimate” (and the negative of any of thes terms), “future” and similar
expressions to help identify forward-looking staterants. These forward-looking statements are subjetd business and economic risk
and reflect management’s current expectations, anhvolve subjects that are inherently uncertain andifficult to predict. Our actual
results could differ materially from those in the brward-looking statements. We will not necessarilypdate information if any
forward-looking statement later turns out to be inaccurate. Risks and uncertainties that may affect aufuture results include, but are
not limited to, those discussed in this report undethe heading “Risk Factors” in Part Il, Item 1A, as well as in our Annual Report on
Form 10-K for the fiscal year ended March 31, 2012s filed with the Securities and Exchange Commissiq“SEC") on May 25, 2012
and in other documents we have filed with the SEC.

OVERVIEW

The following overview is a high-level discussidnonir 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, 2012s well as our future prospects. This summanpisntended to be exhaustive, nor is it intenaebe a substitute for tt
detailed discussion and analysis provided elsewihettés Form 10-Q, including in the remainder M&nagement’s Discussion and Analysis
of Financial Condition and Results of Operationd[P&A"),” “Risk Factors,” and the Condensed Consalidd Financial Statements and
related Notes. Additional information can be foumdhe “Business” section of our Annual Report anrg 10-K for the fiscal year ended
March 31, 2012 as filed with the SEC on May 25,28#hd in other documents we have filed with the SEC

About Electronic Arts

We develop, market, publish and distribute gamensok content and services that can be played byuwoers on a variety of platforms,
including video game consoles (such as the SonyY8BATION 3, Microsoft Xbox 360, and Nintendo Wipersonal computers, mobile
devices (such as the Apple iPhone and Google Addminpatible phones), tablets and electronic rea@erch as the Apple iPad and Ama
Kindle), and the Internet. Our ability to publishrges across multiple platforms, through multipEriiution channels, and directly to
consumers (online and wirelessly) has been, ardcaritinue to be, a cornerstone of our productetya We have generated substantial
growth in new business models and alternative neeestreams (such as subscription, micro-transagtamd advertising) based on the
continued expansion of our online and wireless@liat. Some of our games are based on our own wdosliyed intellectual propertyeg. ,
Battlefield, Mass Effect, Need for Speed, The SiBgeweled, and Plants v. Zombies), and some ofaures are based on content that we
license from others€.g., FIFA, Madden NFL, an&®ar Wars: The Old Republic ). Our goal is to turn our core intellectual prdpes into year-
round businesses available on a range of platfofas products and services may be purchased throliggical and online retailers, platfo
providers such as console manufacturers and moditéers via digital downloads, as well as direttisough our own distribution platform,
including online portals such as Origin and Play#é-r

Financial Results

Total net revenue for the three months ended Jan2@.2 was $955 million , a decrease of $44 nmiliar 4 percent, as compared to theee
months ended June 30, 2011 . At June 30, 2012rrddfeet revenue associated with sales of onlirdled packaged goods and digital
content decreased by $464 million as compared teiMal, 2012, directly increasing the amount obrégd net revenue during the three
months ended June 30, 2012. At June 30, 2011, rddfaet revenue associated with sales of onlinbledgackaged goods and digital
content decreased by $475 million as compared teiMal, 2011, directly increasing the amount obrégd net revenue during the three
months ended June 30, 2011. Without this $11 mikibange in deferred net revenue, reported nehteverould have decreased by
approximately $33 million, or 6 percent, during theee months ended June 30, 2012. This decreaspnmaarily the result of lower revenue
from distribution products during the three morghsled June 30, 2012 as compared to the three memdlesl June 30, 2011. Net revenue for
the three months ended June 30, 2012 was driv&atbhgfield 3, FIFA 2012 , andMass Effect 3.
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Net income for ththree months ended June 30, 2012 was $201 miliarompared to $221 million for the three monthseendline 30,

2011 . Diluted earnings per share for the threethmended June 30, 2012 was $0.63 as comparediltdedd earnings per share of $0.66 for
the three months ended June 30, 2011 . Net incexreased for the three months ended June 30, 20ddhgpared to thiaree months ende
June 30, 2011 primarily as a result of (1) a $2Hioniincrease in personnel-related expenses dngapily to an 11 percent increase in
headcount, (2) a $9 million decrease in gross pdofé to a 4 percent decrease in net revenue 3red®9 million increase in restructuring ¢
other costs. These decreases in net income weliallyasffset by a $22 million decrease in acqudsitrelated contingent consideration
charges.

Trends in Our Business

Digital Content Distribution and Services. Consumers are spending an ever-increasing pafitireir money and time on interactive
entertainment that is accessible online, or thraugbile digital devices such as smart phones, routih social networks such as Facebook.
We provide a variety of online-delivered produatsl aervices including through our Origin platfoany of our games that are available as
packaged goods products are also available thrdingtt online download through the Internet. Weaffer online-delivered content and
services that are add-ons or related to our packggeds products such as additional game contestitlncements of multiplayer

services. Further, we provide other games, comedtservices that are available only via electrdeitvery, such as Internet-only games and
game services, and games for mobile devices.

Advances in mobile technology have resulted inréetyaof new and evolving devices that are beingdu® play games by an evamadenin
base of consumers. We have responded to thesecadvimntechnology and consumer acceptance of béigibution by offering different
sales models, such as subscription services, otdimamloads for a one-time fee, micro-transactiamns advertising-supported free-to-play
games and game sites. In addition, we offer ousaorers the ability to play a game across platfaymmultiple devices. We significantly
increased the revenues that we derive from wirglagsrneteerived and advertising (digital) products and mewfrom $743 million in fisce
year 2011 to $1,159 million in fiscal year 2012 avelexpect this portion of our business to contittugrow in fiscal 2013 and beyor

Wireless and Other Emerging Platforms. Advances in technology have resulted in a vadétylatforms for interactive entertainment.
Examples include wireless technologies, streamargigg services, and Internet platforms. Our effortwireless interactive entertainment
are focused in downloadable games for mobile dsvitkese platforms grow the consumer base for asinbss while also providing
competition to existing established video gamefptats. We expect sales of games for wireless amer@merging platforms to continue to
be an important part of our business.

Growth of Casual and Social Games. The popularity of wireless and other emerging ganmilatforms such as smart phones, tablets andlsocie
networking sites, such as Facebook, has led tgritweth of casual and social gaming. Casual andasgaimes are characterized by their mass
appeal, simple controls, flexible monetization utihg free-to-play and micro-transaction businesslefs, and fun and approachable
gameplay. These games appeal to a larger conswemergiaphic of younger and older players and marake players than video games
played on console devices. These areas are ameffigstiest growing segments of our sector and we responded to this opportunity by
developing casual and social games based on @blissied intellectual properties such as The SkisA and Battlefield, and with our
acquisition of PopCap Games. We expect sales obtasd social games for wireless and other emgngjatforms to continue to be an
important part of our business.

Concentration of Sales Among the Most Popular Games . We see a larger portion of packaged goods gaales soncentrated on the most
popular titles, and those titles are typically ssgquf prior games. We have responded to this tbhgnslgnificantly reducing the number of
games that we produce to provide greater focusuomast promising intellectual properties. We psisid 36 primary packaged goods titles
in fiscal year 2011, 22 in fiscal year 2012 anfisoal year 2013, we expect to release 14 primackaged goods titles.

Evolving Sales Patterns. Our business has evolved from a traditional packag®ds business model to one where our gamedaatedpon a
variety of platforms including mobile devices amtial networking sites. Our strategy is to transfaur core intellectual properties into year-
round businesses, with a steady flow of downloaslabhtent and extensions on new platforms. Queasingly digital, multi-platform
business no longer reflects the retail sales pattassociated with traditional packaged goods leemd-or example, we offer our consumers
additional services and/or additional content al@é through online services to further enhancegileing experience and extend the time
that consumers play our games after their initimtpase. Our social and casual games offer frgdatpand micro-transaction models. We
also offer subscription-based products, such asnassively multi-player online (“MMQ”) role-playingameSar Wars. The Old Republic .

The revenues we derive from these services hawanbemcreasingly more significant year-over-yeaur €ervice revenue represented 26
percent and 11 percent of total revenues in theethronths ended June 30, 2012 and 2011, respgctivel
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Recent Developmen

Sock Repurchase Program. In February 2011, we announced that our Board céddors authorized a program to repurchase up@6 $6
million of our common stock over the next 18 monthe completed our program in April 2012. We reased approximately 32 million
shares in the open market since the commenceméme girogram, including pursuant to pre-arrangedkstrading plans. During the three
months ended June 30, 2012 , we repurchased aratirapproximately 4 million shares of our commuock for approximately $71 million,
net of commissions.

In July 2012, our Board of Directors authorizedeavrprogram to repurchase up to $500 million of @mmon stock. Under the program, we
may purchase stock in the open market or throufately-negotiated transactions in accordance wajifplicable securities laws, including
pursuant to pre-arranged stock trading plans. tiflieg and actual amount of the stock repurchaskslepend on several factors including
price, capital availability, regulatory requiremgndlternative investment opportunities and otharket conditions. We are not obligated to
repurchase any specific number of shares undertiggam and the repurchase program may be modgfieshended or discontinued at any
time.

International Operations and Foreign Currency Exchange Impact. International sales (revenue derived from counwibgr than Canada and
the United States), are a fundamental part of asimess. Net revenue from international sales ateduor approximately 53 percent of our
total net revenue during the three months ended 30n2012 and approximately 50 percent of out t@arevenue during the three months
ended June 30, 2011 . Our net revenue is impagtéardign exchange rates during the reporting geassociated with net revenue before
revenue deferral, as well as the foreign exchaatgsassociated with the recognition of deferréadewenue of online-enabled packaged
goods and digital content that were establishedeatime we recorded this deferred net revenueuniConsolidated Balance Sheets. The
foreign exchange rates during the reporting pemag not always move in the same direction as theign exchange rate impact associated
with the recognition of deferred net revenue ofredenabled packaged goods and digital contentnBdhe three months ended June 30,
2012 , foreign exchange rates had an overall unédole impact on our net revenue of approximatelyrion, or 1 percent. In addition, our
international investments and our cash and casivaguts denominated in foreign currencies areexsttip fluctuations in foreign currency
exchange rates. If the U.S. dollar strengthensnag#tiese currencies, then foreign exchange raagshave an unfavorable impact on our
results of operations and our financial condition.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our Condensed Consolidated Financial Statements lbeen prepared in accordance with accountingiptéscgenerally accepted in the
United States. The preparation of these Condenseddlidated Financial Statements requires manageimemake estimates and assumpt
that affect the reported amounts of assets aniitied, contingent assets and liabilities, anderewe and expenses during the reporting
periods. The policies discussed below are congideyananagement to be critical because they aremptimportant to the portrayal of our
financial condition and results of operations, &lsb because application and interpretation ofetipedicies requires both management
judgment and estimates of matters that are inhlgrantertain and unknown. As a result, actual ssulay differ materially from ot
estimates.

Revenue Recognition, Sales Returns, Allowances Bad Debt Reserves

We derive revenue principally from sales of intéracsoftware games (1) on video game console(aa¢he PLAYSTATION 3, Xbox 360
and Wii) and PCs, (2) on mobile devices (such thpl&iPhone and Google compatible Android phor&3)on tablets and electronic readers
such as the Apple iPad and Amazon Kindle, andr@th fsoftware and content and online game serviessciated with these products. We
evaluate revenue recognition based on the crisetiorth in Financial Accounting Standards BodFASB”) Accounting Standards
Codification (*“ASC”) 985-605Software: Revenue Recognition , and Staff Accounting Bulletin (“SAB”) No. 10Revenue Recognition , as
revised by SAB No. 10/Revenue Recognition . We classify our revenue as either Product revem&ervice and other revenue.

We evaluate and recognize revenue when all fotlmefollowing criteria are met:

» Evidence of an arrangement . Evidence of an agreement with the customer #fi&ats the terms and conditions to deliver prosluct
must be present.

» Ddlivery. Delivery is considered to occur when a produshipped and the risk of loss and rewards of ownptsave been
transferred to the customer. For services, delii®ppnsidered to occur as the service is provided.

» Fixed or determinable fee . If a portion of the arrangement fee is not fixedleterminable, we recognize revenu

29




Table of Contents

the amount becomes fixed or determinable.

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

Determining whether and when some of these criteaiee been satisfied often involves assumptionsi@gartagement judgments that can
a significant impact on the timing and amount ofereue we report in each period. Changes to anyeskt assumptions and judgments, could
cause a material increase or decrease in the arnbteenue that we report in a particular period.

Multiple-element arrangements

We enter into multiple-element revenue arrangemientshich we may provide a combination of gamewafe, updates or additional content
and online game services. For some software preduetmay provide updates or additional contengitdi content”) to be delivered via the
Internet that can be used with the original sofeyaoduct. In many cases we separately sell thitaticontent for an additional fee. In other
transactions, we may have an obligation to proindeemental unspecified digital content in the fetwithout an additional feei ., updates
on a when-and-if-available basis) or we may offepaline “matchmaking” service that permits constsrie play against each other via the
Internet. Collectively, we refer to these as sofewlated offerings. In those situations wheredeaot require an additional fee for the
software-related offerings, we account for the sélihe software product and software-related offgs as a “bundled” sale, or multiple
element arrangement, in which we sell both thensoft product and relating offerings for one combipece. Generally, we do not have
vendor specific objective evidence (“VSOE”) for thaftware-related offerings and thus, we defereetnue from sales of these games and
recognize the revenue from the bundled sales gareshe period the offering will be provided (thdfering period”). If the period is not
defined, we recognize revenue over the estimatieding period, which is generally estimated to bensonths, beginning in the month after
delivery. In addition, determining whether we hawveimplicit obligation to provide incremental unsified future digital content without an
additional fee can be difficult. Determining theiested offering period is inherently subjectivedas subject to regular revision based on
historical online usage.

Determining whether an element of a transactiorstitutes an online game service or a digital candemnload of a product requires
judgment and can be difficult. The accounting faede transactions is significantly different. Raxefrom product downloads is generc
recognized when the download is made availablai(aisg all other recognition criteria are met). Rewe from an online game service is
recognized as the service is rendered. If the gesioot defined, we recognize the revenue oveethienated service period. For example, our
MMO games have an estimated service period of egghtonths, beginning in the month after delivery.

For our software and software-related multiple eleharrangements ., software game bundled with software-related offgs)nwe must
make assumptions and judgments in order to (1ymi@te whether and when each element is delive®djdtermine whether the undelivered
elements are essential to the functionality ofdekvered elements, (3) determine whether VSOE®X%is each undelivered element, and (4)
allocate the total price among the various elemétianges to any of these assumptions and judgnmerdbanges to the elements in the
arrangement, could cause a material increase oeasxin the amount of revenue that we reporfparticular period.

In some of our multiple element arrangements, idaggible products with software and/or softwaetated offerings. These tangible
products are generally either peripherals or angiltollectors' items. Revenue for these arrangtsrisrllocated to each separate unit of
accounting for each deliverable using the relasieing prices of each deliverable in the arranggrbased on the selling price hierarchy
described below. If the arrangement contains ntwae bne software deliverable, the arrangement derwtion is allocated to the software
deliverables as a group and then allocated to saiftivare deliverable in accordance with ASC 985-605

We determine the selling price for a tangible pdieliverable based on the following selling piiderarchy: VSOE {.e. , the price we
charge when the tangible product is sold sepafjaifedyailable, third-party evidence (“TPE”") of faialue (i.e. , the price charged by others
for similar tangible products) if VSOE is not awdile, or our best estimate of selling price (“BESPheither VSOE nor TPE is available.
Determining the BESP is a subjective process thbased on multiple factors including, but not tedito, recent selling prices and related
discounts, market conditions, customer classess flannels and other factors.
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We reduce revenue for estimated future returnsepiotection, and other offerings, which may oceith our customers and channel
partners. Price protection represents the rightc¢eive a credit allowance in the event we lowenualwolesale price on a particular product.
The amount of the price protection is generallydtiference between the old price and the new pfiteertain countries, we have stock-
balancing programs for our PC and video game systdtware products, which allow for the exchangéhese software products by resellers
under certain circumstances. It is our generaltm@to exchange software products or give craditser than 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 andiygtrical returns, current sell-through of distrior and retailer inventory of our software
products, current trends in retail and the videmgandustry, changes in customer demand and acweptd our software products, and other
related factors. In addition, we monitor the volunieales to our channel partners and their invegpas substantial overstocking in the
distribution channel could result in high returmshggher price protection costs in subsequent perio

In the future, actual returns and price protectioay materially exceed our estimates as unsolavaodt products in the distribution channels
are exposed to rapid changes in consumer prefesemarket conditions or technological obsolescehgeto new platforms, product updates
or competing software products. While we believecar make reliable estimates regarding these reattese estimates are inherently
subjective. Accordingly, if our estimates changdr, i@turns and price protection reserves would ghawhich would impact the total net
revenue we report. For example, if actual retunti@ price protection were significantly greatesint the reserves we have established, our
actual results would decrease our reported totalavenue. Conversely, if actual returns and/arepprotection were significantly less than
our reserves, this would increase our reported tetarevenue. In addition, if our estimates otires and price protection related to online-
enabled packaged goods software products chargantbunt of deferred net revenue we recognizedruture would change.

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

Fair Value Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptethia United States (“U.S. GAAP”) often
requires us to determine the fair value of a paldicitem in order to fairly present our financsghtements. Without an independent market or
another representative transaction, determinindainevalue of a particular item requires us to makveral assumptions that are inherently
difficult to predict and can have a material impactthe accounting.

There are various valuation techniques used tmagtifair value. These include (1) the market apgiiovhere market transactions for
identical or comparable assets or liabilities aedito determine the fair value, (2) the incomeaggh, which uses valuation techniques to
convert future amounts (for example, future castvél or future earnings) to a single present vaineumt, and (3) the cost approach, whic
based on the amount that would be required to cefa asset. For many of our fair value estimatekjding our estimates of the fair value
of acquired intangible assets, we use the incorpeoaph. Using the income approach requires theifeancial models, which require us to
make various estimates including, but not limited1) the potential future cash flows for the assdtability being measured, (2) the timing
of receipt or payment of those future cash flow83 tlie time value of money associated with the etguereceipt or payment of such cash
flows, and (4) the inherent risk associated witth¢ash flows (risk premium). Making these cash festimates are inherently difficult and
subjective, and if any of the estimates used terd@he the fair value using the income approachstout to be inaccurate, our financial
results may be negatively impacted. Furthermotatively small changes in many of these estimasest@ve a significant impact to the
estimated fair value resulting from the financialdels or the related accounting conclusion readredexample, a relatively small change in
the estimated fair value of an asset may changmeausion as to whether an asset is impaired.

While we are required to make certain fair valuseasments associated with the accounting for ddypes of transactions, the following
areas are the most sensitive to these assessments:

Business Combinations . We must estimate the fair value of assets acgyigilities and contingencies assumed, acquingatocess
technology, and contingent consideration issueabusiness combination. Our assessment of theastinfair value of each of these can
have a material effect on our reported resultat@ngible assets are amortized over various estinaeful lives. Furthermore, a change in
the estimated fair value of an asset or liabilite has a direct impact on the amount we recogaszgoodwill, an asset that is not amortized.
Determining the fair value of assets acquired meguan assessment of

31




Table of Contents

the highest and best use or the expected pricgltthe asset and the related expected future ftmsh. Determining the fair value of acquir
in-process technology also requires an assessrheat expectations related to the use of that aSssermining the fair value of an assumed
liability requires an assessment of the expectstltoatransfer the liability. Determining the faalue of contingent consideration issued
requires an assessment of the expected futurefloaghover the period in which the obligation igpexted to be settled, and applying a
discount rate that appropriately captures a marégicipant's view of the risk associated with disfigation. This fair value assessment is also
required in periods subsequent to a business catidiin Such estimates are inherently difficult anbjective and can have a material impact
on our Condensed Consolidated Financial Statements.

Assessment of Impairment of Goodwill, Intangibles, and Other Long-Lived Assets. Current accounting standards require that we agisess
recoverability of our finite lived acquisition-reééa intangible assets and other long-lived assb&never events or changes in circumstances
indicate the remaining value of the assets recooteaur Condensed Consolidated Balance Sheetsastfaly impaired. In order to
determine if a potential impairment has occurrednagement must make various assumptions aboustineaged fair value of the asset by
evaluating future business prospects and estinfatece cash flows. For some assets, our estimaieddlue is dependent upon predicting
which of our products will be successful. This gxis dependent upon several factors, which g@nldeour control, such as which
operating platforms will be successful in the méplace. Also, our revenue and earnings are depé¢mteour ability to meet our product
release schedules.

In assessing impairment on our goodwill, we firsalgize qualitative factors to determine whethés ihore likely than not that the fair value
of a reporting unit is less than its carrying antcama basis for determining whether it is necgssaperform the two-step goodwiill
impairment test. If we conclude it is more likelah not that the fair value of a reporting uniteedas its carrying amount, we do not need to
perform the two-step impairment test. If basedrat assessment, we believe it is more likely thatrthrat the fair value of its reporting units
is less than its carrying value, a two-step goddwipairment test will be performed. The first stapasures for impairment by applying fair
value-based tests at the reporting unit level. §¢mnd step (if necessary) measures the amoumipafriment by applying fair value-based
tests to the individual assets and liabilities withach reporting unit. Our reporting units areedsiined by the components of our operating
segments that constitute a business for whichigtyete financial information is available and §2gment management regularly reviews the
operating results of that component.

To determine the fair value of each reporting usid in the first step, we use the market approabith utilizes comparable companies'
data, the income approach, which utilizes discaliotesh flows, or a combination thereof. Determiniigether an event or change in
circumstances does or does not indicate that thedhue of a reporting unit is below its carryiagiount is inherently subjective. Each step
requires us to make judgments and involves thefisignificant estimates and assumptions. Thesmatds and assumptions include long-
term growth rates, tax rates, and operating manggesl to calculate projected future cash flow&aidjusted discount rates based on a
weighted average cost of capital, future econométraarket conditions and determination of appraenmarket comparables. These
estimates and assumptions have to be made forepatting unit evaluated for impairment. As of ¢ast annual assessment of goodwill in
the fourth quarter of fiscal year 2012, we conctiitteat the estimated fair values of each of ouom#pg units significantly exceeded their
carrying amounts and we have not identified anycetors of impairment since that assessment. Gimates for market growth, our market
share and costs are based on historical dataugarternal estimates and certain external souecesare based on assumptions that are
consistent with the plans and estimates we argyusimanage the underlying business. Our busirmssists of developing, marketing and
distributing video game software using both estildd and emerging intellectual properties and angchsts for emerging intellectual
properties are based upon internal estimates aednak sources rather than historical informatind have an inherently higher risk of
inaccuracy. If future forecasts are revised, they indicate or require future impairment charges. Wdse our fair value estimates on
assumptions we believe to be reasonable, but thatrgoredictable and inherently uncertain. Actualife results may differ from those
estimates.

Assessment of Impairment of Short-Term Investments and Marketable Equity Securities. We periodically review our short-term investments
and marketable equity securities for impairment: §hort-term investments consist of securities wétimaining maturities greater than three
months at the time of purchase and our marketahlayesecurities consist of investments in commimels of publicly traded companies, bi
are accounted for as available-for-sale securitiesealized gains and losses on our short-termsinvents and marketable equity securities
are recorded as a component of accumulated othepretensive income in stockholders' equity, netxf until either (1) the security is so
(2) the security has matured, or (3) we deterntia¢ the fair value of the security has declinedWwets adjusted cost basis and the decline is
other-than-temporary. Realized gains and lossesioshort-term investments and marketable equityriiges are calculated based on the
specific identification method and are reclassifietn accumulated other comprehensive income &rést and other income (expense), net,
and gains (losses) on strategic investments, egpectively. Determining whether the decline im Yailue is other-than-temporary requires
management judgment based on the specific factsiesuinstances of each security. The
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ultimate value realized on these securities isentlip market price volatility until they are solfe consider various factors in determining
whether we should recognize an impairment changdyding the credit quality of the issuer, the diorathat the fair value has been less than
the adjusted cost basis, severity of the impairgmeaison for the decline in value and potentiabvecy period, the financial condition and
near-term prospects of the investees, and ourtitdesell and ability to hold the investment foperiod of time sufficient to allow for any
anticipated recovery in market value, any contradierms impacting the prepayment or settlememntgss, as well as, if we would be requ

to sell an investment due to liquidity or contradtrteasons before its anticipated recovery. Oupomngconsideration of these factors could
result in impairment charges in the future, whiolld have a material impact on our financial result

Assessment of Inventory Obsolescence. We regularly review inventory quantities on-hande Write down inventory based on excess or
obsolete inventories determined primarily by futanticipated demand for our products. Inventontewliowns are measured as the differe
between the cost of the inventory and market vddlaeed upon assumptions about future demand tatlegrently difficult to assess. At the
point of a loss recognition, a new, lower cost &éai that inventory is established, and subseqcigamges in facts and circumstances do not
result in the restoration or increase in that nesgtablished cost basis.

Royalties and Licenses

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

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. Thga#iydpased obligations are generally expensed to castvehue generally at the greate
the contractual rate or an effective royalty raasdd on the total projected net revenue for cotstraith guaranteed minimums. Significant
judgment is required to estimate the effective lyyate for a particular contract. Because the potation of effective royalty rates requi

us to project future revenue, it is inherently sakive as our future revenue projections must gradie a number of factors, including (1) the
total number of titles subject to the contract,t{® timing of the release of these titles, (3)ribenber of software units we expect to sell,
which can be impacted by a number of variableduding product quality, the timing of the titlesl@ase and competition, and (4) future
pricing. Determining the effective royalty rate faur titles is particularly challenging due to ihlerent difficulty in predicting the popularity
of entertainment products. Accordingly, if our frteuevenue projections change, our effective rgyaltes would change, which could impact
the amount and timing of royalty expense we reczgni

Prepayments made to thinly capitalized indepensieitivare developers and poblishing affiliates are generally made in conimectvith the
development of a particular product, and therefaeare generally subject to development risk pgndhe release of the product.
Accordingly, payments that are due prior to conipiebf a product are generally expensed to resemrdidevelopment over the development
period as the services are incurred. Paymentsftierecampletion of the product (primarily royaltyased in nature) are generally expensed as
cost of revenue.

Our contracts with some licensors include minimurargnteed royalty payments, which are initiallyoreled as an asset and as a liability at
the contractual amount when no performance renvaiisthe licensor. When performance remains withltbensor, we record guarantee
payments as an asset when actually paid and abibtyi when incurred, rather than recording theeasind 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 fupatezation of our royalty-based assets, as wedlrgsunrecognized minimum commitments
not yet paid to determine amounts we deem unlitelye realized through product sales. Any impaitsen losses determined before the
launch of a product are charged to research anelafawnent expense. Impairments or losses deternpiosElaunch are charged to cost of
revenue. We evaluate long-lived royalty-based agseimpairment generally using undiscounted daskis when impairment indicators
exist. Unrecognized minimum royalty-based committeeme accounted for as executory contracts, aréfthre, any losses on these
commitments are recognized when the underlyindlétteial property is abandoned.é. , cease use) or the contractual rights to use the
intellectual property are terminated.
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Income Taxes

We recognize deferred tax assets and liabilitieb@oh the expected impact of differences betwherfinancial statement amount and the tax
basis of assets and liabilities and for the exmkfitaure 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 albgportion of our deferred tax assets will not
be realized. In making this determination, we aguired to give significant weight to evidence ttam be objectively verified. It is generally
difficult to conclude that a valuation allowancenist needed when there is significant negativeendd, such as cumulative losses in recent
years. Forecasts of future taxable income are dereil to be less objective than past results,qodatly in light of the economic environme
Therefore, cumulative losses weigh heavily in tiaerall assessment.

In addition to considering forecasts of future tarancome, we are also required to evaluate aadtify other possible sources of taxable
income in order to assess the realization of oterded tax assets, namely the reversal of existefgrred tax liabilities, the carry back of
losses and credits as allowed under current taxdaa the implementation of tax planning stratedi®sluating and quantifying these
amounts involves significant judgments. Each soofdacome must be evaluated based on all posithcenegative evidence; this evaluation
involves assumptions about future activity. Certaxable temporary differences that are not exjeteeverse during the carry forward
periods permitted by tax law cannot be consideseal source of future taxable income that may béadte to realize the benefit of deferred
tax assets.

Based on the assumptions and requirements notee alve have recorded a valuation allowance agaiost of our U.S. deferred tax assets.
In addition, we expect to provide a valuation abmwe on future U.S. tax benefits until we can snstdevel 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 @amyntransactions and calculations where the taxalagvultimate tax determination is
uncertain. As part of the process of preparing@oamdensed Consolidated Financial Statements, weequéred to estimate our income taxes
in each of the jurisdictions in which we operat®pto the completion and filing of tax returns farch periods. This process requires
estimating both our geographic mix of income anduncertain tax positions in each jurisdiction where operate. These estimates involve
complex issues and require us to make judgmentst éihe likely application of the tax law to ourustion, as well as with respect to other
matters, such as anticipating the positions thatvilldake on tax returns prior to our actually paging the returns and the outcomes of
disputes with tax authorities. The ultimate resolubf these issues may take extended periodsnaf diue to examinations by tax authorities
and statutes of limitations. In addition, changesur business, including acquisitions, changesiiminternational corporate structure, chai
in the geographic location of business functionassets, changes in the geographic mix and améimtame, as well as changes in our
agreements with tax authorities, valuation alloveen@pplicable accounting rules, applicable taxsland regulations, rulings and
interpretations thereof, developments in tax aad other matters, and variations in the estimatetactual level of annual pre-tax income
can affect the overall effective income tax rate.

We historically have considered undistributed eagaiof our foreign subsidiaries to be indefinitedinvested outside of the United States,
accordingly, no U.S. taxes have been provided treré/e currently intend to continue to indefinitegnvest the undistributed earnings of
our foreign subsidiaries outside of the United &tat

RESULTS OF OPERATIONS

Ouir fiscal year is reported on a 52- or 53-weekqaethat ends on the Saturday nearest March 31ré&3uits of operations for the fiscal years
ending or ended, as the case may be, March 31,2812012 contain 52 weeks each and ends or easld¢ide case may be, on March 30,
2013 and March 31, 2012 , respectively. Our resfltsperations for the three months ended Jun@@IR and 201tontained 13 weeks ea
and ended on June 30, 20d4rd July 2, 2011, respectively. For simplicity afadosure, all fiscal periods are referred to adimgon a calend:
month end.

Net Revenue

Net revenue consists of sales generated from §Eovjames sold as packaged goods or as digitalldagsand designed for play on vic
game consoles (such as the PLAYSTATION 3, Xbox &8 Wii), and PCs, (2) video games for mobile dewvi(such as the Apple iPhone
and Google Android compatible phones), (3) videmgs for tablets and electronic readers such a&pgpke iPad and Amazon Kindle, (4)
software products and content and online gameeEnadssociated with these products, (5) programthirdrparty websites with our game
content, (6) allowing other companies to manufacturd sell our products in conjunction with otherducts, and (7) advertisements on our
online web pages and in our games.

We provide three different measures of our Net Raee Two of these measures are presented in acaardath U.S. GAAP -
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(1) Net Revenue by Product revenue and Serviceotra revenue and (2) Net Revenue by Geographythittemeasure is a non-GAAP
financial measure - Net Revenue before Revenueriaétey Revenue Composition, which is primarily @d®n method of distribution. We
use this third non-GAAP financial measure intem#dl evaluate our operating performance, when ptapriorecasting and analyzing future
periods, and when assessing the performance shanagement team.

Management places a greater emphasis and focussessing our business through a review of the Ne¢Rue before Revenue Deferral by
Revenue Composition than by Net Revenue by Pragwenue and Service and other revenue. These taeures differ as (1) Net Revenue
by Product revenue and Service and other revelileetsethe deferral and recognition of revenueenqas subsequent to the date of sale due
to U.S. GAAP while Net Revenue before Revenue Deféry Revenue Composition does not, and (2) bathsures contain a different
aggregation of sales from one another. For insta®ervice and other revenue does not include therityaof our full-game digital download
and mobile sales that are fully included in ourifailgrevenue. Further, Service and other revenckdtes all of our revenue associated with
MMO games while software sales associated withMMIOs are included in either Digital revenue or Rsiihg and other revenue depend

on whether the sale was a full-game digital dowtlloaa packaged goods sale.

Net Revenue by Product Revenue and Service and OthRevenue

Our total net revenue by product revenue and seacl other revenue for the three months ended3yrz012 and 2011 was as follows (in
millions):

Three Months Ended June 30,

2012 2011 $ Change % Change
Net revenue:
Product $ 702 % 894 $ (192 (21)%
Service and other 258 10t 14¢ 141%
Total net revenue $ 95t § 99¢ § (44) (4)%

Product Revenue

Our product revenue includes revenue associatddtigt sale of game software, whether delivereddasc (i.e ., packaged goods) or via t
Internet (i.e., full-game download), that do not require our comtins hosting support, and licensing of game soéwathird-parties. This
excludes game software from our MMO games (bothegand subscription sales), which is included iwviserand other revenue as such
game software requires continuous hosting suppooduct revenue also includes mobile games thabtlbave an online service component
and sales of tangible products such as hardwarg@heeals, or collectors' items.

For the three months ended June 30, 2012 , preduenhue was $702 million , primarily driven Bgttlefield 3, Mass Effect 3, andFIFA

2012 . Product revenue for the three months ended Jon2032 decreased $192 million, or 21 percentpagpared to théhree months end
June 30, 2011 . This decrease was driven by a 8#llién decrease primarily from the Portal, Crysied for Speed, and Dragon Age
franchises. This decrease was offset by a $32%omithcrease primarily from the Battlefield, MasBd€t, and FIFA Street franchises.

Service and Other Revenue

Our service revenue includes revenue recognized frames or related content that requires our tgstipport to provide substantial gaming
experience, and time-based subscriptions. Thisidted (1) subscriptions for our Pogo-branded orgemae services, (2) MMO games (both
game and subscription sales), (3) entitlementsttent that are delivered through hosting senfaeg., micro-transactions for Internet-
based, social network and mobile games which irdutteemium” games), and (4) allocated servicenee from sales of online-enable
packaged goods with an online service componeat (matchmaking” services). Our other revenue includes-software licensing and
advertising revenue.

For the three months ended June 30, 2012 , seamit®ther revenue was $253 million , primarily drivbyStar Wars: The Old Republic,
FIFA 2012 , andFIFA World Class Soccer . Service and other revenue for the three montecdune 30, 2012 increased $148 million , or
141 percent, as compared to the three months ehated30, 2011 . This increase was driven by a #iiBi®n increase primarily from
subscriptions fo&ar Wars: The Old Republic, as well as services associated with the FIFATam& Sims franchises. This increase was
partially offset by an $8 million decrease primgiil service revenue generated by our Pogo-brandbide game services and the
Warhammer and Ultima Online MMO franchises.
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Net Revenue by Geography

Three Months Ended June 30,

(In millions) 2012 2011 $Change % Change
North America $ 45C $ 501 $ (B) (10)%
Europe 43¢ 43¢ 3 (1)%
Asia 70 60 10 17 %

Total net revenue $§ 958 § 99¢ § (49 (4)%

Net revenue in North America w$450 million , or 47 percent of total net revenaethe three months ended June 30, 2012 , compared
$501 million , or 50 percent of total net revenaethe three months ended June 30, 2011 , a decoé&&1 million, or 10 percent. Net
revenue in North America decreased primarily duthéoabsence of a primary distribution title rekedaring the three months ended June 30,
2012. Net revenue in Europe was $435 million ,®pércent of total net revenue during the threethmanded June 30, 2012 , compared to
$438 million , or 44 percent of total net revenueing the three months ended June 30, 2011 , @aseof $3 million , or less than 1 percent.
Net revenue in Asia we$70 million , or 7 percent of total net revenuetfoe three months ended June 30, 2012 , compa®&@Dtanillion , or

6 percent of total net revenue for the three moattded June 30, 2011, an increase of $10 millmrly percent. Net revenue in Asia
increased primarily due to increased sales in tleAfRaNnd Battlefield franchises partially offset the absence of a primary distribution title
release during the three months ended June 30, 2@dtionally, the value of the U.S. dollar relaito foreign currencies contributed to an
decrease of total reported net revenue of apprdrimn&5 million (primarily the Euro), or 1 percenittotal net revenue.

Supplemental Net Revenue by Revenue Composition

As we continue to evolve our business and moraiopeoducts are delivered to consumers digitaléytiie Internet, we place a greater
emphasis and focus on assessing our business thaowgyiew of net revenue by revenue composition.

Net Revenue before Revenue Deferral, e-GAAP financial measure, is provided in this settid MD&A, including a discussion of the
components of this measure: (1) publishing andro(@¢ wireless, Internet-derived, and advertigidigital), and (3) distribution. See “Non-
GAAP Financial Measures” below for an explanatidour use of this non-GAAP financial measure. Aamegiliation to the corresponding
measure calculated in accordance with U.S. GAARasided in the discussion below.

“Revenue Deferral” in this “Net Revenue” sectiosludes the unrecognized revenue from (1) bundlkss s software and software-related
offerings for which we do not have VSOE for theta@ire-related offerings, (2) certain sales of MM&ngs, and (3) entitlements to content
that are delivered through hosting services, whightypes of “micro-transactions-luctuations in the Revenue Deferral are largelyethelen
upon the amounts of products that we sell withaiéne features and services previously discusshde the Recognition of Revenue
Deferral for a period is also dependent upon (&)ammount deferred, (2) the period of time the safearelated offerings are to be provided,
and (3) the timing of the sale. For example, masteRue Deferrals incurred in the first half ofscéil year are recognized within the same
fiscal year; however, substantially all of the Rawe Deferrals incurred in the last month of a figesr will be recognized in the subsequent
fiscal year.

Our total net revenue by revenue composition ferttitee months ended June 30, 2012 and 2011 wakoags (in millions):

Three Months Ended June 30,

2012 2011 $Change % Change

Publishing and other $ 146 $ 19t $ (49 (25)%
Wireless, Internet-derived, and advertising (diyjita 324 20¢ 11t 55 %
Distribution 21 12C (99) (83)%
Net Revenue before Revenue Deferral 491 524 (39) (6)%
Revenue Deferral (315) (250 (65) 26 %
Recognition of Revenue Deferral 77¢ 72t 54 7%
Net Revenue $ 958§ 99¢ § (49 (4)%
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Net Revenue before Revenue Deferral
Publishing and Other Revenue

Publishing and other revenue includes (1) salesipfnternally-developed and co-published gamenswoft distributed physically through
traditional channels such as brick and mortar lexgi(2) our non-software licensing revenue, 8)d(r software licensing revenue from
third parties (for example, makers of personal cot@s or computer accessories) who include ceofairur products for sale with their
products (“OEM bundles”).

For the three months ended June 30, 2012 , pubdjsind other Net Revenue before Revenue Deferiabd46 million , primarily driven by
FIFA 12, Battlefield 3, andFIFA Street 4 . Publishing and other Net Revenue before RevereferEal for the three months ended June 30,
2012 decreased $49 million, or 25 percent, as cosap@a the three months ended June 30, 2011 dEgi®ase was driven by a $121 million
decrease in sales primarily from the Crysis, Alitlee Sims, and Mass Effect franchises. This deereas offset by a $72 million increase in
sales primarily from the Battlefield, FIFA Streahd FIFA franchises.

Wireless, Internet-derived, and Advertising (Digital) Revenue

Digital revenue includes revenue from sales ofiotarnally-developed and co-published game softwiisibuted through direct download
through the Internet, including through our direteonsumer platform Origin, or distributed wiredgsthrough mobile carriers. This includes
our full-game downloads, mobile and tablet revenue (eawhih are generally classified as product revenitie thie exception of our MM(
game downloads and freemium mobile games whicklassified as service revenue) as well as subgmmigervices, micro-transactions, and
advertising revenues (each of which is generaligsified as service and other revenue).

For the three months ended June 30, 2012 , didéaRevenue before Deferral was $324 million ,remnease of $115 million, or 55 percent,
as compared to the three months ended June 30, 204 increase was driven by a $184 million imsein subscriptions primarily from the
Sar Wars. The Old Republic, as well as The Sims and Bejeweled franchises iflsrease was offset by a $69 million decreasalies

partially from the Dragon Age, Crysis and Need3peed franchises. Digital Net Revenue before Daiféor the three months ended June 30,
2012 excludes $37 million d&attlefield 3 Premium subscriptions which are deferred and are expeotée tecognized in the fourth quarter of
fiscal year 2013.

Distribution Revenue

Distribution revenue includes (1) sales of gamévsafe developed by independent game developersvihdistribute and (2) sales through
our Switzerland distribution business. For the ¢hmonths ended June 30, 2012 , distribution NeteRe® was $21 million and decreased $99
million, or 83 percent, as compared to the threatimoended June 30, 2011 , primarily due to a dseren sales in the Portal and Rock Band
franchises.

Revenue Deferral

Revenue Deferral for the three months ended Jun2@@ increased $65 million, or 26 percent, aspamed to the three months ended June
30, 2011 . This increase was primarily due (1) &bagoercent increase in our current period digitdés (which is generally deferred) and (2) a
higher percentage of both our publishing and digiiées being deferred and recognized over time,idypart to a 87 percent increase in
micro-transaction sales, which contains an onlargise component which requires revenue recognimthe service is delivered.

Recognition of Revenue Deferral

Our non-distribution sales are generally defermedl 'ecognized over a weighted-average six montiogheand therefore, the related revenue
recognized during the fiscal quarter ended Junis Béimarily due to sales that occurred duringriepective three month period ended M
31. The Recognition of Revenue Deferral for the¢hmonths ended June 30, 2012 increased $54 mibliohpercent, as compared to the
three months ended June 30, 2011 . This increasgrraarily due to increased digital sales durimgthree months ended March 31, 2012,
and a higher percentage of those sales being ceatpbof games sales that have an online serviceawenp as compared to the same period
in fiscal year 2012.

37




Table of Contents

Net Revenue

For the three months ended June 30, 2012 , NetriRewgas $955 million and decreased $44 millior} percent, as compared to the three
months ended June 30, 2011 . This decrease wandriva $501 million decrease in revenue primdrdyn the Portal, Crysis, Need for
Speed, and Dragon Age franchises. This decreaseffgas by a $457 million increase in revenue pritgdrom the Battlefield, and Mass
Effect franchises, as well &ar Wars. The Old Republic.

Our product and service and other revenue by reveamposition for the three months ended June@®IR and 2011 was as follows (in
millions):

Three Months Ended

June 30,
2012 2011
Product revenue:

Publishing and other $ 564 $ 632
Wireless, Internet-derived, and advertising (diyita 117 142
Distribution 21 12C
Total product revenue 70z 894

Service and other revenue:
Publishing and other 27 15
Wireless, Internet-derived, and advertising (diyita 22¢ 90
Total service and other revenue 258 10t
Total net revenue $ 958§  99¢

Non-GAAP Financial Measures

Net Revenue before Revenue Deferral is e-GAAP financial measure that excludes the impa®efenue Deferral and the Recognition of
Revenue Deferral on Net Revenue related to salgarmoks and digital content.

We believe that excluding the impact of RevenueeDaf and the Recognition of Revenue Deferral eelab games and digital content from
our operating results is important to facilitatengarisons between periods in understanding ourrlyidg sales performance for the period,
and understanding our operations because all detatsts of revenues are expensed as incurred dnsteteferred and recognized ratably. We
use this non-GAAP financial measure internallyvaleate our operating performance, when plannioggdasting and analyzing future
periods, and when assessing the performance ghanagement team. While we believe that this non-BAiAancial measure is useful in
evaluating our business, this information should¢tesidered as supplemental in nature and is nahtie be considered in isolation from or
as a substitute for the related financial informtfprepared in accordance with GAAP. In additibis hon-GAAP financial measure may not
be the same as non-GAAP financial measures prakbgtether companies.

Cost of Revenue

Total cost of revenue for the three months endeé 30, 2012 and 2011 was as follows (in millions):

% of % of Change as a
June 30, Related June 30, Related % of Related
2012 Net Revenue 2011 Net Revenue % Change Net Revenue
Cost of revenue:
Product $ 132 18.6% $ 212 23.1%  (37.)% (4.9%
Service and other 73 28.% 28 26.7%  160.7% 22%
Total cost of revenue $ 20t 2150 $  24C 24.%  (14.6% (2.5%

Cost of Product Revenue

Cost of product revenue consists of (1) products;@g) certain royalty expenses for celebritiesfgssional sports and other
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organizations, and independent software develop@rspanufacturing royalties, net of volume discisuand other vendor reimbursements,
(4) expenses for defective products, (5) write-offpost launch prepaid royalty costs, (6) amotitiraof certain intangible assets, (7)
personnel-related costs, and (8) warehousing astdhiition costs. We generally recognize volumealisits when they are earned from the
manufacturer (typically in connection with the aslément of unit-based milestones); whereas othetorereimbursements are generally
recognized as the related revenue is recognized.

Cost of product revenue decreased by $80 milliol3707 percent in the three months ended June@®, 2as compared to the three months
ended June 30, 2011 . The decrease was primasglyadan 83 percent decrease in distribution revelouieg the three months ended June 30,
2012 , as compared to the three months ended dyr2®381 , which has higher costs.

Cost of Service and Other Revenue

Cost of service and other revenue consists prignafi(1) data center and bandwidth costs associaibdhosting our online games and
websites, (2) platform processing fees from opegatiur website-based games on third party platfp(&)sassociated royalty costs, (4) credit
card fees associated with our service revenue(grskrver costs related to our website advertibingness.

Cost of service and other revenue increased byn#iibn, or 160.7 percent in the three months endi@ae 30, 2012 , as compared tottiree
months ended June 30, 2011 . The increase wasrgyimae to increased server and support costsaltige release of more onlim®nnecte(
and subscription-based titles and related conteribg the three months ended June 30, 2012 , apar@uh to thehree months ended June
2011.

Total Cost of Revenue as a Percentage of Total Revenue

During the three months ended June 30, 2012 , ¢okdlof revenue as a percentage of total net tevdacreased by 2.5 percent as compared
to the three months ended June 30, 2011 . Thi®dseras a percentage of net revenue was primaglyod(1) an 83 percent decrease in
distribution revenue which has higher costs and(@)eater percentage of net revenue from ouradligibducts and services, that have a Ic
cost than our publishing and other products. Bétihe@se factors positively impacted gross profiagsercent of net revenue by 6.4 percent.
This decrease was partially offset by an increaseiver and support costs due to the release i& amine-connected and subscriptiossec
tittes and related content during the three moatided June 30, 2012 , as compared to the threénmentled June 30, 2011 .

Research and Development

Research and development expenses consist of egignsirred by our production studios for persomaklted costs, related overhead costs,
contracted services, depreciation and any impaitioieprepaid royalties for pre-launch products. &esh and development expenses for our
online products include expenses incurred by audiss consisting of direct development and relaesfhead costs in connection with the
development and production of our online gameseReh and development expenses also include expasseciated with the development
of website content, software licenses and maintemametwork infrastructure and management overhead.

Research and development expenses for the threthsnemded June 30, 2012 and 2011 were as followsi(lions):

June 30, % of Net June 30, % of Net
2012 Revenue 2011 Revenue $ Change % Change

$ 29C 30% $ 28t 29% $ 5 2%

Research and development expenses increased bili®s,nor 2 percent, during the three months endiede 30, 2012 , as compared to the
three months ended June 30, 2011 , due to a $li6mmiicrease in personnel-related costs resuftiogn an increase in headcount in
connection with recent acquisitions, and a $5 oiillincrease in incentive-based compensation exp&@hgewas partially offset by an $8
million decrease in server and support costs. Reitine launch o&ar Wars: The Old Republic during the third quarter of fiscal 2012, these
server and support costs were classified as rdseadt development. Subsequent to the launch, tueste are classified as cost of service
revenues.

Marketing and Sales

Marketing and sales expenses consist of persoetakd costs, related overhead costs, advertisiagseting and promotional expenses, net
of qualified advertising cost reimbursements frdwind parties.

Marketing and sales expenses for the three momithsdeJune 30, 2012 and 2011 were as follows (itomd):
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June 30, % of Net June 30, % of Net
2012 Revenue 2011 Revenue $ Change % Change

$ 14¢ 15% $ 14C 14% $ 5 4%

Marketing and sales expenses increased by $5 mithio4 percent, during the three months ended 30n2012 , as compared to the three
months ended June 30, 2011 , primarily due to arilldn increase in personnel-related costs r@syltrom an increase in headcount due to
online and customer relationship initiatives, lyioffset by an $8 million decrease in advertisand promotional spending on our
franchises due to no new primary title releasesdharter.

General and Administrative

General and administrative expenses consist cbpeed and related expenses of executive and admaitive staff, related overhead costs,
fees for professional services such as legal acousating, and allowances for doubtful accounts.

General and administrative expenses for the thim®tms ended June 30, 2012 and 2011 were as fo{lowsillions):

June 30, % of Net June 30, % of Net
2012 Revenue 2011 Revenue $ Change % Change

$ 86 9% $ 74 7% $ 12 16%

General and administrative expenses increased $li@mor 16 percent, during the three months ehdiene 30, 2012 , as compared to the
three months ended June 30, 2011 primarily due io@ease in personnel-related costs of $5 millind a $5 million increase in legal fees
related to litigation matters.

Acquisition-Related Contingent Consideration

Acquisition-related contingent consideration fog three months ended June 30, 2012 and 2011 wéséaags (in millions):

June 30, % of Net June 30, % of Net
2012 Revenue 2011 Revenue $ Change % Change

$ (20 2% $ 2 — 3 (22) (1,100%

During the three months ended June 30, 2012 , sitiguirelated contingent consideration decreage$i22 million as compared to the three
months ended June 30, 2011 , primarily relateddeaease in our accrual in connection with ourGgpacquisition resulting from revisions
in our estimate of the expected future cash flower the period in which the obligation is expedietbe settled.

Amortization of Intangibles

Amortization of intangibles for the three monthsled June 30, 2012 and 2011 were as follows (inang):

June 30, % of Net June 30, % of Net
2012 Revenue 2011 Revenue $ Change % Change

$ 7 1% $ 13 1% $ (6) (46)%

During the three months ended June 30, 2012 , @ation of intangibles decreased by $6 milliond6rpercent as compared to the three
months ended June 30, 2011 , primarily due to iceinéangible assets from our prior year acquisgideing fully amortized during the fiscal
year 2012

Restructuring and Other Charges

Restructuring and other charges for the three nsosrtided June 30, 2012 and 2011 were as followsillions):

June 30, % of Net June 30, % of Net
2012 Revenue 2011 Revenue $ Change % Change

$ 27 3% $ 18 2% $ 9 50%

During the three months ended June 30, 2012 ugting and other charges increased by $9 millorh0 percent, as compared to the three
months ended June 30, 2011 , primarily due to $#&min costs in connection with our fiscal 2088structuring, which was initiated this
quarter. This was partially offset by a $17 milliadjustment for the amendment of certain licensiggeements related to our fiscal 2011
restructuring plan that was expensed during theethmonths ended June 30, 2011. See the "LiquiddyGapital Resources" section on page
43 for additional information regarding our resturing
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plans.

Interest and Other Income (Expense), Net

Interest and other income (expense), net, forltteetmonths ended June 30, 2012 and 2011 werd@sgdin millions):

June 30, % of Net June 30, % of Net
2012 Revenue 2011 Revenue $ Change % Change

$ ®) D% $ 3 — 3 6) (267)%

Interest and other income (expense), net decrdas®8 million during the three months ended June28Q2 as compared to the three months
ended June 30, 2011 , primarily due to a $7 milliamease in interest expense, including the amatitin of debt discount recognized in
connection to our 0.75% Convertible Senior Notes 2016.

Income Taxes

Provisions for income taxes for the three monttdednJune 30, 2012 and 2011 were as follows (iriand):

June 30, Effective June 30, Effective
2012 Tax Rate 2011 Tax Rate % Change

$ 9 4.3% $ 9 3.9% —%

The provision for income taxes reported for the¢hmonths ended June 30, 2012 is based on ouctgmjennual effective tax rate for fiscal
year 2013, and also includes certain discrete ¢égetits recorded during the period. Our effectaserate for the three months ended June
2012 was 4.3 percent as compared to 3.9 percetttddhree months ended June 30, 2011. The eféetztivrates for the three months ended
June 30, 2012 and June 30, 2011 differ from theitsty rate of 35.0 percent primarily due to thiéizdtion of U.S. deferred tax assets which
were subject to a valuation allowance and non-pr&fits subject to a reduced or zero tax rates.

Our effective income tax rates for fiscal year 2@h8 future periods will depend on a variety otdag, 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 geagnayph of income, changes in or
termination of our agreements with tax authoritagsplicable accounting rules, applicable tax lamd @egulations, rulings and interpretations
thereof, developments in tax audit and other mgteard variations in our annual pre-tax incomenss.| We incur certain tax expenses that do
not decline proportionately with declines in ouefiax consolidated income or loss. As a resulabisolute dollar terms, our tax expense will
have a greater influence on our effective tax attewer levels of pre-tax income or loss thanighér levels. In addition, at lower levels of
pre-tax income or loss, our effective tax rate wédlmore volatile.

Certain taxable temporary differences that areerpected to reverse during the carry forward perpermitted by tax law cannot be
considered as a source of future taxable inconteniag be available to realize the benefit of defértax assets.

We historically have considered undistributed eagaiof our foreign subsidiaries to be indefinitedinvested outside of the United States,
accordingly, no U.S. taxes have been provided treré/e currently intend to continue to indefinitegnvest the undistributed earnings of
our foreign subsidiaries outside of the United &tat
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LIQUIDITY AND CAPITAL RESOURCES

As of As of Increase /
(In millions) June 30, 2012 March 31, 2012 (Decrease)
Cash and cash equivalents 91¢ 1,29: (374
Short-term investments 444 437 7
Marketable equity securities 76 11¢ (43
Total 1,43¢ 1,84¢ (410
Percentage of total assets 30% 34%
Three Months Ended June 30,
(In millions) 2012 2011 Change
Cash used in operating activities (2449 (274 30
Cash used in investing activities (40 (64) 24
Cash used in financing activities (72 (75) 3
Effect of foreign exchange on cash and cash equitgl (18) 7 (25)
Net decrease in cash and cash equivalents $ 374 $ (406e) ¢ 32

Changes in Cash Flow

Operating Activities. Cash used in operating activities decreased $3imduring the three months ended June 30, 2012 asarechfo thre
months ended June 30, 2011 primarily due to (I9caehse in prepaid royalty advances and (2) a aeetia royalty payments. These
decreases were patrtially offset by (1) less caibated on receivables due to lower Net RevenuerbdRevenue Deferral during the current
period as compared to the prior period as a re$ulb new primary title releases during the quagtaded June 30, 2012 and (2) an increase in
personnel-related expenses due to increased he#dcou

Investing Activities. Cash used in investing activities decreased $2Homitluring the three months ended June 30, 20@pared to the
three months ended June 30, 2011 primarily driwea $25 million decrease in cash used for acqarsstdue to two acquisitions during the
three months ended June 30, 2011 as compareddoqudsitions during the three months ended Jun@Q@IE. Separately, we received $128
million of proceeds from the maturities and saleshwmrt-term investments during the current peasdtompared to $83 million received
during the three months ended June 30, 2011. Axhditiy, we purchased $137 million of short-termestments during the current period as
compared to $90 million purchased during the timeaths ended June 30, 2011.

Financing Activities. Cash used in financing activities decreased $3amililuring the three months ended June 30, 20t@rapared to the
three months ended June 30, 2011 primarily dueb@0amillion decrease in the repurchase and reérgérmf common stock, net of
commissions, pursuant to our Stock Repurchase &roduring the three months ended June 30, 2012.dEurease was partially offset by
$14 million decrease in proceeds received fromaissa of common stock related to the exercise akstptions during the three months
ended June 30, 2011.

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 shotérm interest rates. /

of June 30, 2012 , our short-term investments madsgunrealized gains of $1 million , or less thgercent of the total in short-term
investments, and gross unrealized losses of less&h million, or less than 1 percent of the totadhortterm investments. From time to tin
we may liquidate some or all of our short-term stmeents to fund operational needs or other aasjitsuch as capital expenditures, business
acquisitions or stock repurchase programs. Depgratinvhich short-term investments we liquidateuad these activities, we could
recognize a portion, or all, of the gross unredligains or losses.

The fair value of our marketable equity securitlesreased to $76 million as of June 30, 2012 fra@®3$nillion as of March 31, 2012 due to
a decrease in the value of our investment in Neowiz

Restricted Cash and Contingent Consideration

Primarily in connection with our acquisitions ofpap, KlickNation, and Chillingo, we may be reqdite pay an additional $568 million of
cash consideration based upon the achievementtafrcperformance milestones through March 31, 28&5
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of June 30, 2012, we have $25 million of restriatadh related to the Playfish performance milestowlich we expect to pay in the second
quarter of fiscal 2013. In connection with our PapGcquisition, we acquired an additional $6 millaf restricted cash which is held in an
escrow account in the event that certain liabgitiecome due. As these deposits are restricteatimen they are excluded from cash and cash
equivalents. As of June 30, 2012 , the restricesh©f $31 million is included in other currentetssn our Condensed Consolidated Balance
Sheets.

Fiscal 2013 Restructuring

On May 7, 2012, we announced a restructuring maalign our cost structure with our ongoing digttainsformation. Under this plan, we are
reducing our workforce, terminating licensing agneats, and consolidating or closing various faesit We expect the majority of these
actions to be completed by September 30, 2012.

In connection with this plan, we anticipate incogiapproximately $31 million to $35 million in tdtzosts, of which approximately $22
million will result in future cash expenditures.| Af these charges are expected to occur durinfjsbal year ending March 30, 2013. These
costs will consist of severance and other emplagésed costs (approximately $16 million to $18limil), license termination costs
(approximately $9 million) and other facilities-agdd costs (approximately $6 million to $8 millioBubstantially all of these costs will be
settled by March 30, 2013, with the exception aflites costs which will be settled by May 2016.

In connection with our fiscal 2013 restructuringml we expect to incur cash expenditures througi 2046 of approximately (1) $17.8
million during the remainder of fiscal year 2012) $2.1 million in fiscal year 2014, (3) $1.3 nwlfi in fiscal year 2015, (4) $0.6 million in
fiscal year 2016, and (5) $0.1 million in fiscabye2017.

Fiscal 2011 Restructuring

In connection with our fiscal 2011 restructuringml we expect to incur cash expenditures througk 2016 of approximately (1) $21 milli
during the remainder of fiscal year 2013, (2) $&Bion in fiscal year 2014 , (3) $18 million instal year 2015 , (4) $3 million in fiscal year
2016 , and (5) $19 million in fiscal year 2017. Tawual cash expenditures are variable as theyb@ilependent upon the actual revenue we
generate from certain games.

Financing Arrangement

In July 2011, we issued $632.5 million aggregateqgipal amount of 0.75% Convertible Senior Notes @016 (the “Notes”). The Notes are
senior unsecured obligations which pay interestaenually in arrears at a rate of 0.75 percenigoeium on January 15 and July 15 of each
year, beginning on January 15, 2012 and will maturduly 15, 2016, unless earlier purchased orewed in accordance with their ter

prior to such date. The Notes are convertible gatsh and shares of our common stock based ontah émnversion value of 31.5075 shares
of our common stock per $1,000 principal amourifofes (equivalent to an initial conversion priceapproximately $31.74 per share). Upon
conversion of the Notes, holders will receive capho the principal amount of each Note, and arpess conversion value will be delivered
in shares of our common stock. We used the neepaof the Notes to finance the cash considerafionr acquisition of PopCap, which
closed in August 2011.

Prior to April 15, 2016, the Notes will be convblé only upon the occurrence of certain eventsdamihg certain periods, and thereafter, at
any time until the close of business on the sesmhéduled trading day immediately preceding thauritgtdate of the Notes. The Notes do
not contain any financial covenants.

The conversion rate is subject to customary afitidn adjustments, but will not be adjusted foy accrued and unpaid interest. Following
certain corporate events described in the indemaverning the notes (the “Indenture”) that occuompto the maturity date, the conversion
rate will be increased for a holder who electsaowvert its Notes in connection with such corporatent in certain circumstances. The Notes
are not redeemable prior to maturity, and no sipkimd is provided for the Notes.

If we undergo a “fundamental changas defined in the Indenture, subject to certairditams, holders may require us to purchase foh el
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 buueiad the fundamental change purchase date.

The Indenture contains customary terms and covenantiuding that upon certain events of defauttusing and continuing, either the
trustee or the holders of at least 25 percentimcjral amount of the outstanding Notes may decl@@ percent of the principal and accrued
and unpaid interest on all the Notes to be duepaydble.

In addition, in July 2011, we entered into privgteégotiated convertible note hedge transactidres“‘€onvertible Note Hedge”) with certain
counterparties to reduce the potential dilutiorhwéspect to our common stock upon conversionef th
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Notes. The Convertible Note Hedge, subject to enaty ant-dilution adjustments, provide us with the optioratquire, on a net settlement
basis, approximately 19.9 million shares of our o@n stock at a strike price of $31.74, which cqroegls to the conversion price of the
Notes and is equal to the number of shares of @mnwon stock that notionally underlie the Notes.ofAJune 30, 2012 , we have not
purchased any shares under the Convertible Notgéi&tle paid $107 million for the Convertible Notedge.

Separately, we have also entered into privatelpti@igd warrant transactions with the certain cerpdrties whereby we sold to independent
third parties warrants (the “Warrants”) to acqusebject to customary anti-dilution adjustmentg tra substantially the same as the anti-
dilution provisions contained in the Notes, up #9lmillion shares of our common stock (which soaéqual to the number of shares of our
common stock that notionally underlie the Notes)hwa strike price of $41.14. The Warrants couldeha dilutive effect with respect to our
common stock to the extent that the market priecespare of its common stock exceeds $41.14 onior fr the expiration date of the
Warrants. We received proceeds of $65 million ftbeasale of the Warrants.

See Note 10 to the Condensed Consolidated Fina®i@ttments for additional information related o ©.75% Convertible Senior Notes ¢
2016.

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 ooperating requirements for at least the next 18ths) including working capital

requirements, capital expenditures, and potentialtyre acquisitions, stock repurchases, or giiatevestments. We may choose at any time
to raise additional capital to strengthen our fiahposition, facilitate expansion, repurchase giock, pursue strategic acquisitions and
investments, and/or to take advantage of busingssrtunities as they arise. There can be no asserhowever, that such additional capital
will be available to us on favorable terms, if Bt @r that it will not result in substantial diioh to our existing stockholders.

As of June 30, 2012 , approximately $650 millioroaf cash, cash equivalents, and short-term inverstsrand $38 million of our marketable
equity securities were domiciled in foreign taxigdictions. While we have no plans to repatriatsthfunds to the United States in the short
term, if we choose to do so, we would be requiceddcrue and pay additional taxes on any portich@fepatriation where no United States
income tax had been previously provided.

In February 2011, our Board of Directors authoriaggtogram to repurchase up to $600 millddmmur common stock over the next 18 mor
We completed our program in April 2012. We repusgthapproximately 32 million shares in the openketagince the commencement of
program, including pursuant to pre-arranged stoadting plans. During the three months ended Jup2@I®, we repurchased and retired

approximately 4 million shares of our common stfmkapproximately $71 million, net of commissions.

In July 2012, our Board of Directors authorizedeavrprogram to repurchase up to $500 million of @mmon stock. Under the program, we
may purchase stock in the open market or throufately-negotiated transactions in accordance ajitplicable securities laws, including
pursuant to pre-arranged stock trading plans. tiflieg and actual amount of the stock repurchaskslepend on several factors including
price, capital availability, regulatory requiremgndlternative investment opportunities and otharket conditions. We are not obligated to
repurchase any specific number of shares undertiggam and the repurchase program may be modgfieshended or discontinued at any
time. While we expect to be able to complete tipirehase program with available cash held domdistieee are considering establishing a
line of credit to provide additional flexibility.

We have a “shelf” registration statement on Fori3 & file with the SEC. This shelf registrationtstaent, which includes a base prospectus,
allows us at any time to offer any combination efuwities described in the prospectus in one oeréferings. Unless otherwise specified in
a prospectus supplement accompanying the basegotaspwe would use the net proceeds from theodalry securities offered pursuant to
the shelf registration statement for general caf@purposes, including for working capital, finemgccapital expenditures, research and
development, marketing and distribution effortg] ropportunities arise, for acquisitions or ségit alliances. Pending such uses, we may
invest the net proceeds in interest-bearing séesiriln addition, we may conduct concurrent or pffmancings at any time.

Our ability to maintain sufficient liquidity coulde affected by various risks and uncertaintiesuiiclg, but not limited to, those related to
customer demand and acceptance of our productsbility to collect our accounts receivable as thegome due, successfully achieving our
product release schedules and attaining our foletasles objectives, the impact of acquisitiors @ther strategic transactions in which we
may engage, the impact of competition, economiditimms in the United States and abroad, the sedson cyclical nature of our business
and operating results, risks of product returnsthedther risks described in the “Risk Factorgtisa, included in Part I, Item 1A of this
report.
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Contractual Obligations and Commercial Commitments
Development, Celebrity, League and Content Licend&syments and Commitments

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

In addition, we have certain celebrity, league emiitent license contracts that contain minimum goe payments and marketing
commitments that may not be dependent on any delies. Celebrities and organizations with whomhaee contracts include: FIFA,
FIFPRO Foundation, FAPL (Football Association Premhieague Limited), and DFL Deutsche Fuf3ball LigatBl (German Soccer League)
(professional soccer); National Basketball Assdoiafprofessional basketball); PGA TOUR, Tiger Wea@hd Augusta National (professic
golf); National Hockey League and NHL Players’ Asistion (professional hockey); National Footbalbgee Properties, PLAYERS Inc.,
and Red Bear Inc. (professional football); Collégiaicensing Company (collegiate football); Zuffd,C (Ultimate Fighting Championship);
ESPN (content in EA SPORTS games); Hasbro, Incs{mibHasbro’s toy and game intellectual prope)tiand LucasArts and Lucas
Licensing (Star Wars: The Old Republic ). These developer and content license commitnreptesent the sum of (1) the cash payments due
under non-royalty-bearing licenses and servicesagents and (2) the minimum guaranteed paymentaduahces against royalties due
under royalty-bearing licenses and services agretsnhe majority of which are conditional uponfpemance by the counterparty. These
minimum guarantee payments and any related magketimmitments are included in the table below.

The following table summarizes our unrecognizedimimm contractual obligations as of June 30, 2042d the effect we expect them to h
on our liquidity and cash flow in future perioda thillions):

Contractual Obligations

Developer/ Convertible Other

Licensor Notes Purchase
Fiscal Year Ending March 31, Leases @ Commitments Marketing Interest ® Obligations Total
2013 (remaining nine months) $ 41 3 12¢ $ 51 $ 5 $ 6 $ 232
2014 51 12¢ 53 5 8 242
2015 43 114 34 5 — 19¢€
2016 31 167 34 5 — 237
2017 18 12 20 2 — 52
Thereafter 36 25¢ 83 — — 377

Total $ 22C $ 80€ $ 27t $ 22 3 14 $ 1,337

@) See discussion on operating leases in theBalince Sheet Commitments” section below for aalutill information. Lease

commitments have not been reduced by minimum sateleentals for unutilized office space resultirmgrf our reorganization
activities of approximately $6 million due in thetdire under non-cancelable sub-leases.

(b) In addition to the interest payments reflectechimtiable above, we will be obligated to pay the2863nillion principal amount of th
0.75% Convertible Senior Notes due 2016 and angsxconversion value in shares of our common stpok redemption after the
maturity of the Notes on July 15, 2016 or earlge Note 10 to the Condensed Consolidated Finadtzstments for
additional information related to our 0.75% Conilet Senior Notes due 2016.

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

In addition to what is included in the table aboa® pf June 30, 2012 , we had a liability for ungrized tax benefits and an accrual for the
payment of related interest totaling $251 millidor, which we are unable to make a reasonablybleiastimate of when cash settlement with
a taxing authority will occur.

In addition to what is included in the table abageof June 30, 2012 , primarily in connection vatlt PopCap, KlickNation, and Chillingo
acquisitions, we may be required to pay an addili®68 million of cash consideration based upen th
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achievement of certain performance milestones tfitrddarch 31, 2015. As of June 30, 2012 , we haceuad $88 million of contingent
consideration on our Condensed Consolidated Bal8heet representing the estimated fair value o€timdingent consideration.

OFF-BALANCE SHEET COMMITMENTS
Lease Commitments

As of June 30, 2012, we leased certain of our otfeilities, furniture and equipment under nomaslable operating lease agreements. We
were required to pay property taxes, insurancenanghal maintenance costs for certain of theseifi@siland any increases over the base year
of these expenses on the remainder of our fasilitie

Director Indemnity Agreements

We entered into indemnification agreements witthezfche members of our Board of Directors at theetthey joined the Board to indemn
them to the extent permitted by law against anyalhiiabilities, costs, expenses, amounts paiseitiement and damages incurred by the
directors as a result of any lawsuit, or any jualichdministrative or investigative proceeding iniet the directors are sued or charged as a
result of their service as members of our BoarDioéctors.

ltem 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 tiiggobal economic downturn. Market risk is the poi@rbss arising from changes in market
rates and market prices. We employ establishedipsland practices to manage these risks. Foreigarcy option and forward contracts
used to hedge anticipated exposures or mitigate sxisting exposures subject to foreign exchargkeas discussed below. While we do not
hedge our short-term investment portfolio, we prbtair short-term investment portfolio againstiént market risks, including interest rate
risk as discussed below. Our cash and cash eqateglertfolio consists of highly liquid investmentgth insignificant interest rate risk and
original or remaining maturities of three monthdemss at the time of purchase. We also do not otlyreedge our market price risk relating
our marketable equity securities and we do notrénte derivatives or other financial instrumers frading or speculative purposes.

Foreign Currency Exchange Rate Risk

Cash Flow Hedging Activities . From time to time, we hedge a portion of our fgmecurrency risk related to forecasted foreignrency-
denominated sales and expense transactions bygsimghforeign currency option contracts that gehehave maturities of 15 months or
less. These transactions are designated and gaalifgsh flow hedges. The derivative assets assdaigth our hedging activities are
recorded at fair value in other current assetswrCondensed Consolidated Balance Sheets. Theieffgortion of gains or losses resulting
from changes in the fair value of these hedgesitiglly reported, net of tax, as a component afusculated other comprehensive income in
stockholders’ equity. The gross amount of the eiffeqortion of gains or losses resulting from ajesin the fair value of these hedges is
subsequently reclassified into net revenue or rebeand development expenses, as appropriateg ipatiod when the forecasted transaction
is recognized in our Condensed Consolidated Statenoé Operations. In the event that the gain®ssds in accumulated other
comprehensive income are deemed to be ineffedhieaneffective portion of gains or losses resgltirom changes in fair value, if any, is
reclassified to interest and other income (expems) in our Condensed Consolidated Statemerpefations. In the event that the
underlying forecasted transactions do not occuit, lmecomes remote that they will occur, within tefined hedge period, the gains or losses
on the related cash flow hedges are reclassifd ficcumulated other comprehensive income to stt@re other income (expense), net, in
our Condensed Consolidated Statements of Operafinming the three months ended June 30, 2012 @hdl 2we reclassified an immaterial
amount of losses into interest and other incompédpge), net. Our hedging programs are designestitae, but do not entirely eliminate, the
impact of currency exchange rate movements inenetnue and research and development expenses.Jda®B0, 2012 , we had foreign
currency option contracts to purchase approxima&d million in foreign currency and to sell approately $165 million of foreign

currency. All of the foreign currency option comttsoutstanding as of June 30, 2012 will maturdénnext 12 months. As of March 31,
2012 , we had foreign currency option contractgurchase approximately $74 million in foreign cumieg and to sell approximately $78
million of foreign currency. As of June 30, 2012daviarch 31, 2012 these foreign currency option contracts outstamtiad a total fair vall

of $4 million and $2 million , respectively, anceancluded in other current assets.

Balance Sheet Hedging Activities . We use foreign currency forward contracts togaiie foreign currency risk associated with foreign-
currency-denominated monetary assets and liakilipgmarily intercompany receivables and payalliés. foreign
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currency forward contracts generally have a contedderm of three months or less and are trandawar month-end. Our foreign currency
forward contracts are not designated as hedgiriguments, and are accounted for as derivativesetlyethe fair value of the contracts is
reported as other current assets or accrued apd ailrent liabilities on our Condensed Consolid®alance Sheets, and gains and losses
resulting from changes in the fair value are regmbit interest and other income (expense), netyirCondensed Consolidated Statements of
Operations. The gains and losses on these foreigarcy forward contracts generally offset the gaind losses on the underlying foreign-
currency-denominated monetary assets and liaiilitidich are also reported in interest and othesrite (expense), net, in our Condensed
Consolidated Statements of Operations. In cerases, the amount of such gains and losses wilifisigintly differ from the amount of gains
and losses recognized on the underlying foreigmeculy-denominated monetary asset or liability, ol case our results will be impacted.
As of June 30, 2012 , we had foreign currency feda@ntracts to purchase and sell approximatel\8$tllion in foreign currencies. Of this
amount, $129 million represented contracts tofeedlign currencies in exchange for U.S. dollarg] $4llion to purchase foreign currency in
exchange for U.S. dollars, and $7 million to setkfgn currency in exchange for British poundslstgr As of March 31, 2012 , we had
foreign currency forward contracts to purchase sgidapproximately $242 million in foreign curreasi Of this amount, $197 million
represented contracts to sell foreign currenciexahange for U.S. dollars, $37 million to purchfmeign currency in exchange for U.S.
dollars, and $8 million to sell foreign currencyerchange for British pounds sterling. As of JufeZ)12 and March 31, 2012 , the fair value
of our foreign currency forward contracts was imeniat and is included in accrued and other liabit

We believe the counterparties to these foreigretuoyr forward and option contracts are creditworthultinational commercial banks. While
we believe the risk of counterparty nonperformaisagt material, the disruption in the global fioat markets has impacted some of the
financial institutions with which we do businessirtfer, the continued sovereign debt crisis in Barcould lead to increased counterparty
risk with respect to financial institutions and etlbusiness partners, who are particularly vulrierabthe instability in certain European
markets. A sustained decline in the financial $itghif financial institutions as a result of thissdiption in the financial markets could affect
our ability to secure credit-worthy counterparfi@sour foreign currency hedging programs.

Notwithstanding our efforts to mitigate some fore@urrency exchange rate risks, there can be nwass that our hedging activities v
adequately protect us against the risks assoamtadoreign currency fluctuations. As of June 3012 , a hypothetical adverse foreign
currency exchange rate movement of 10 percent peféentvould have resulted in potential declines in thevalue of the premiums on ¢
foreign currency option contracts used in cash fimdging of less than $4 million in each sceng®of June 30, 2012 , a hypothetical
adverse foreign currency exchange rate movemel percent or 15 percent would have resulted iemitl losses on our foreign currency
forward contracts used in balance sheet hedgifg®fmillion and $27 million , respectively. Thisnsétivity analysis assumes a parallel
adverse shift of all foreign currency exchangesaigainst the U.S. dollar; however, all foreignrency exchange rates do not always mo\
such manner and actual results may differ matgriall

Interest Rate Risk

Our exposure to market risk for changes in interasts relates primarily to our short-term investitportfolio. We manage our interest rate
risk by maintaining an investment portfolio genrabnsisting of debt instruments of high credialijty and relatively short maturities.
However, because short-term investments maturgwelaquickly 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 investitseedo not permit the issuer to call, prepay oentilise settle the investments at prices less
than the stated par value. Our investments arefbeftlirposes other than trading. Also, we do rs&t derivative financial instruments in our
short-term investment portfolio.

As of June 30, 2012 and March 31, 2012 , our steont-investments were classified as available-&be-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 stoddad’ equity. Our portfolio of short-term investnieonsisted of the following investment
categories, summarized by fair value as of Jun@@02 and March 31, 2012 (in millions):

As of As of
June 30, March 31,

2012 2012
Corporate bonds $ 18C $ 15C
U.S. Treasury securities 14C 16€
U.S. agency securities 10¢ 11€
Commercial paper 15 5
Total short-term investments $ 444 3 437
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Notwithstanding our efforts to manage interest risies, there can be no assurance that we wilblegq@ately protected against risks assoc

with interest rate fluctuations. At any time, aighehange in interest rates could have a signifizapact on the fair value of our investment
portfolio. The following table presents the hypdit@ changes in the fair value of our short-tenweistment portfolio as of June 30, 2012 ,

arising from potential changes in interest ratdg hodeling technique estimates the change ivéire from immediate hypothetical para

shifts in the yield curve of plus or minus 50 bgsiénts (“BPS”), 100 BPS, and 150 BPS.

Valuation of Securities . | Valuation of Securities
Given an Interest Rate Fair Value Given an Interest Rate

Decrease of X Basis Points Jt?r?e %fo, Increase of X Basis Points
(In millions) (150 BPS) (100 BPS) (50 BPS) 2012 50 BPS 100 BPS 150 BPS
Corporate bonds $ 18 % 18z $ 181 $ 18C $ 17¢ $ 177 $ 17€
U.S. Treasury securities 14z 141 141 14C 13¢ 13¢ 13¢
U.S. agency securities 112 111 11C 10¢ 10¢ 10¢ 107
Commercial paper 15 15 15 15 15 15 15
Total short-term investments $ 457 $ 44¢ 3 47  $ 444 3 44z  $ 43¢ $ 43€

Market Price Risk

The fair value of our marketable equity securitrepublicly traded companies is subject to markatepvolatility and foreign currency risk f
investments denominated in foreign currencies. fARioe 30, 2012 and March 31, 2012 , our marketadpléty 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@agported as a separate component of accumultitedanmprehensive income, net of tax,
in stockholders’ equity. The fair value of our metdble equity securities as of June 30, 2012 andiMzl, 2012 was $76 million and $119
million , respectively.

Our marketable equity securities have been, andaoatinue to be, adversely impacted by volatilitythe public stock markets. At any time,
a sharp change in market prices in our investmantsarketable equity securities could have a siggift impact on the fair value of our
investments. The following table presents hypotla¢tthanges in the fair value of our marketablatggecurities as of June 30, 2012rising
from changes in market prices of plus or minus @&ent, 50 percent, and 75 percent.

Valuation of Securities Given . | Valuation of Securities Given
an X Percentage Decrease Fair Vafue an X Percentage Increase
in Each Stock’s Market Price Jt?r?e (:)’,0 in Each Stock’s Market Price
(In millions) (75)% (50)% (25)% 2012 250 50% 75%
Marketable equity securities $ 19 $ 38 $ 57 $ 76 $ 95 $ 114 $ 133

Item 4. Controls and Procedure
Definition and limitations of disclosure controls

Our disclosure controls and procedures (as defim&ules 13a-15(e) and 15d-15(e) under the Seesriikchange Act of 1934, as amended
(the “Exchange Act")) are controls and other prared that are designed to ensure that informa#iquired to be disclosed in our reports
filed under the Exchange Act, such as this ref@rgcorded, processed, summarized and reportbihwite time periods specified in the
SEC's rules and forms. Disclosure controls and proaesiare also designed to ensure that such informitimccumulated and communice
to our management, including the Chief ExecutivBd®f and Interim Chief Financial Officer, as appriate to allow timely decisions
regarding required disclosure. Our management atedithese controls and procedures on an ongosig ba

There are inherent limitations to the effectivenafsany system of disclosure controls and procesiurkese limitations include the possibility
of human error, the circumvention or overridingled controls and procedures and reasonable rescomstraints. In addition, because we
have designed our system of controls based onitexdaumptions, which we believe are reasonabtajtahe likelihood of future events, our
system of controls may not achieve its desired gagpunder all possible future conditions. Accortlingur disclosure controls and
procedures provide reasonable assurance, but soluid assurance, of achieving their objectives.

Evaluation of disclosure controls and procedures

Our Chief Executive Officer and our Interim Chigh&ncial Officer, after evaluating the effectivesed our disclosure controls and
procedures, believe that as of the end of the dexdwered by this report, our disclosure controld procedures
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were effective in providing the requisite reasopraddsurance that material information requiredetdibclosed in the reports that we file or
submit under the Exchange Act is recorded, prockssenmarized and reported within the time pergpmicified in the SEC’s rules and
forms, and is accumulated and communicated to @magement, including our Chief Executive Officed amterim Chief Financial Officer,
as appropriate to allow timely decisions regardhggrequired disclosure.

Changes in internal control over financial reportip

There has been no change in our internal contret fimancial reporting identified in connection kvibur evaluation that occurred during the
three months ended June 30, 2012 that has mateafédicted or is reasonably likely to materiallyest our internal control over financial
reporting.
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PART Il — OTHER INFORMATION
Item 1. Legal Proceeding

In June 2008, Geoffrey Pecover filed an antitrlesssaction in the United States District Courttfa Northern District of California, allegir
that EA obtained an illegal monopoly in a discratitrust market that consists of “league-brandexdtfall simulation video games” by
bidding for, and winning, exclusive licenses witle tNFL, Collegiate Licensing Company and Arena Balbt_eague. In December 2010, the
district court granted the plaintiffs' request &ty a class of plaintiffs consisting of all camsers who purchased EA's Madden NFL, NCAA
Football or Arena Football video games after 200%ay 2012, the parties reached a settlementinctimle to resolve all claims related to
this action. As a result, we recognized a $27 oiillaccrual in the fourth quarter of fiscal 2012cagsted with the potential settlement. In July
2012, the plaintiffs filed a motion with the cotwtapprove the settlement. The court will hear thation in late September 2012.

We are also subject to claims and litigation agsmthe ordinary course of business. We do naebelthat any 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.

Iltem 1A. Risk Factors

Our business is subject to many risks and unceigainvhich may affect our future financial perfamnce. If any of the events or
circumstances described below occurs, our buseragdinancial performance could be harmed, ouradesults could differ materially from
our expectations and the market value of our stockkd decline. The risks and uncertainties disaisstow are not the only ones we face.
There may be additional risks and uncertaintiexoatently known to us or that we currently do believe are material that may harm our
business and financial performance.

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

Competition in our industry is intense and we expewv competitors to continue to emerge throughiveitvorld. Our competitors range from
large established companies to emerging startiogsur industry, though many new products and sesvare regularly introduced, only a
relatively small number of “hit” titles accounts fa significant portion of total revenue for thelistry. We have significantly reduced the
number of games that we develop, publish and Higei in fiscal year 2011, we published 36 primaagkaged goods titles, and in fiscal year
2012, we published 22 primary packaged goods tithetuding our MMO role-playing gam@&ar Wars: The Old Republic . In fiscal year

2013, we expect to release 14 primary packagedgithels and plan to build additional online feaurcontent and services around each of
these titles. Publishing fewer titles means thatwecentrate more of our development spending oh &te, and driving “hit” titles often
requires large marketing budgets and media spemelufiderperformance of a title may have a larges@impact on our financial results.
Also, hit products or services offered by our cotitpes may take a larger share of consumer sperttizng we anticipate, which could cause
revenue generated from our products and servickdl toelow expectations.

In addition, both the online and mobile games migikees are characterized by frequent productduoirbons, relatively low barriers to ent
and new and evolving business methods, technolagie platforms for development. We expect cometiin these markets to intensify. If
our competitors develop and market more succepsfualucts or services, offer competitive productseawices at lower price points or based
on payment models perceived as offering a bettelevaroposition (such as free-to-play or subsaipfbased models), or if we do not
continue to develop consistently high-quality arellweceived products and services, our revenuegims, 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 schees to are delayed or cancelled.

Our business is highly seasonal, with the highastls of consumer demand and a significant pergergéour sales occurring in the
December quarter. If we miss these key sellingogsrior any reason, including product delays, pecbdancellations, or delayed introduction
of a new platform for which we have developed patduour sales will suffer disproportionately. Gibility to meet product development
schedules is affected by a number of factors, @linlyithe creative processes involved, the coortinaif large and sometimes geographically
dispersed development teams required by the inogeaemplexity of our products and the platformsvidiich they are developed, and the
need to fine-tune our products prior to their reledNe have experienced development delays foproaiucts in the past, which caused us to
push back or cancel release dates. We also seelesse certain products in conjunction with speeents, such as the beginning of a sy
season or major sporting event, or the releaseaehted movie. If a key event or sports seasamhich our product release schedule is tied
were to be delayed or cancelled, our sales wosll sffer disproportionately. In the future, anjui@ to meet anticipated production or
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release schedules would likely result in a delasegénue and/or possibly a significant shortfalbur revenue, increase our development
expense, harm our profitability, and cause our afjreg results to be materially different than aipited.

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

We are actively seeking to monetize game propethiesigh a variety of new platforms and businesdei® 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 such as our MMO role-playyagneSar Wars. The Old Republic . Forecasting our revenues and profitability fars
new business models is inherently uncertain anati®! Our actual revenues and profits for thesg@rmsses may be significantly greater or
less than our forecasts. Additionally, these nesirmss models could fail for one or more of odesitresulting in the loss of our investment
in the development and infrastructure needed tpaiiphese new business models, and the opportoostyof diverting management and
financial resources away from more successful lagsies.

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

Rapid technology changes in our industry requireownticipate, sometimes years in advance, wigichrtologies we must implement and
take advantage of in order to make our productssandces competitive in the market. We have iragsand in the future may invest, in new
business strategies, technologies, products, amgtes. Such endeavors may involve significantsriahkd uncertainties, and no assurance can
be given that the technology we choose to adopttamglatforms, products and services that we guvgll be successful and will not
materially adversely affect our reputation, finataondition, and operating results.

Our product development usually starts with pakéicplatforms and distribution methods in mind, @@nge of technical development goals
that we hope to be able to achieve. We may nobleeta achieve these goals, or our competition beagble to achieve them more quickly
and effectively than we can. In either case, oodpcts and services may be technologically infedasur competitors’, less appealing to
consumers, or both. If we cannot achieve our telclyyagoals within the original development schedafleur products and services, then we
may delay their release until these technologygoah 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 ourpsetition, which would increase our
development expenses. We may also miss opportsititiadopt technology, or develop products andaes\for new platforms or services
that become popular with consumers, which coulceezbly affect our revenues. It may take signifidgane and resources to shift our focu:
such technologies or platforms, putting us at ajppetitive disadvantage.

If we release defective products or services, ouperating results could suffer.

Products and services such as ours are extremesgler software programs, and are difficult to depeand distribute. We have quality
controls in place to detect defects in our prodacis services before they are released. Nonethéhese quality controls are subject to hu
error, overriding, and reasonable resource comstral herefore, these quality controls and prete@aneasures may not be effective in
detecting defects in our products and servicesrbaéfey have been released into the marketplacdh an event, we could be required to or
may find it necessary to voluntarily recall a protdar suspend the availability of the product awie, which could significantly harm our
business and operating results.

We may experience outages and disruptions of our bne services if we fail to maintain adequate opetenal services, security and
supporting infrastructure.

As we increase our online products and servicest negently with the launch of our online commegiod content delivery system Origin,

and the launch ditar Wars: The Old Republic , we expect to continue to invest in technologyises, hardware and software - including data
centers, network services, storage and databdsediegies to support existing services and to introduce pevducts and services includi
websites, ecommerce capabilities, online game camitiesi and online game play services. Launching Ipigpfile games and services, and
creating the appropriate support for online busineiiatives is expensive and complex, and oucatien could result in inefficiencies or
operational failures, and increased vulnerabiitgyber attacks, which, in turn, could diminish thality of our products, services, and user
experience. Cyber attacks could include denialepfise attacks impacting service availability aetiability; the exploitation of software
vulnerabilities in Internet facing applicationsc& engineering of system administrators (trickamgnpany employees into releasing control
of their systems to a hacker); the introductiomaiware into our systems with a view to steal aetfitial or
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proprietary data; or attempts to hijack consumepant information. Cyber attacks of increasing ssfidation may be difficult to detect and
could result in the theft of our intellectual profyeand consumer data, including personally idéatile information. Operational failures or
successful cyber attacks could result in damageitoeputation and loss of current and potentiafsissubscribers, advertisers, and other
business partners which could harm our busineszddiition, we could be adversely impacted by owgagel disruptions in the online
platforms of our key business partners, who offergroducts and services.

Our business could be adversely affected if our ceaomer protection and data privacy practices are noseen as adequate or there are
breaches of our security measures or unintended disures of our consumer data.

There are several inherent risks to engaging imbas online and directly with end consumers offpoducts and services. As we conduct
more transactions online directly with consumers,may be the victim of fraudulent transactionsluding credit card fraud, which presen
risk to our revenues and potentially disrupts sertd our consumers. In addition, we are collecting storing more consumer information,
including personal information and credit card mfiation. We take measures to protect our consuaterfdom unauthorized access or
disclosure. It is possible that our security colstaver consumer data may not prevent the imprapeess or disclosure of personally
identifiable information. A security breach thaadis to disclosure of consumer account informatiociding personally identifiable
information) could harm our reputation, compelasdmply with disparate breach notification lawsarious jurisdictions and otherwise
subject us to liability under laws that protectqmral data, resulting in increased costs or losevanue. A resulting perception that our
products or services do not adequately protegptivacy of personal information could result inoa$ of current or potential consumers and
business partners for our online offerings thatineqgthe collection of consumer data. Our key bessnpartners also face these same risks an
any security breaches of their system could adiyensgact our ability to offer our products andgees through their platforms, resulting in
a loss of meaningful revenues. In addition, the odtprivacy law-making is accelerating globallydanterpretation and application of
consumer protection and data privacy laws in theddrStates, Europe and elsewhere are often untectmtradictory and in flux. As
business practices are being challenged by regs|aigvate litigants, and consumer protection agenaround the world, it is possible that
these laws may be interpreted and applied in a erahat is inconsistent with our data and/or coreupnotection practices. If so, this could
result in increased litigation, government or caoomposed fines, judgments or orders requiring tatchange our practices, which could have
an adverse effect on our business and reputatiompying with these various laws could cause ugdar substantial costs or require us to
change our business practices in a manner adveme business.

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 and other countries to mandate ra¢iggirements or set other restrictions on
the advertisement or distribution of entertainnsoftware based on content. In the United Statesf oaurts, including the United States
Supreme Court, that have ruled on such legisldtare ruled in a manner favorable to the interaaiviertainment industry. Some foreign
countries have adopted ratings regulations andioecbuntries allow government censorship of eatenient software products. Adoption of
government ratings system or restrictions on distidon of entertainment software based on conteuldcharm our business by limiting the
products we are able to offer to our customerscamadpliance with new and possibly inconsistent ragioihs for different territories could be
costly or delay the release of our products.

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 tewgrivacy, data collection and retention,
content, advertising and information security hbeen adopted or are being considered for adoptiondny countries throughout the world.
The costs of compliance with these laws may ineéashe future as a result of changes in integpiat. Furthermore, any failure on our part
to comply with these laws or the application ofsthéaws in an unanticipated manner may harm ounéss.

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

The market for technical, creative, marketing atiteopersonnel essential to the development an#letiag of our products and management
of our businesses is extremely competitive. Oudlifgg position within the interactive entertainméarmustry makes us a prime target for
recruiting of executives and key creative taleinveé 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.

If our marketing and advertising efforts fail to resonate with our customers, our business and operatj results could be adversely
affected.
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Our products are marketed worldwide through a diwepectrum of advertising and promotional progrsme as television and online
advertising, print advertising, retail merchandigiwebsite development and event sponsorship. Bilitygo sell our products and services is
dependent in part upon the success of these pregtathe marketing for our products and servi@bstd resonate with our customers,
particularly during the critical holiday seasondoiring other key selling periods, or if advertisiages or other media placement costs
increase, these factors could have a material advempact on our business and operating results.

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

During the three months ended June 30, 2012, appately 57 percent of our North America sales waegle to our top ten customers. In
Europe, our top ten customers accounted for apmrately 32 percent of our sales in that territoryiryithe three months ended June 30,
2012. Worldwide, we had direct sales to one custp@ameStop Corp., which represented approximdtelgercent of total net revenue for
the three months ended June 30, 2012. Though odugts are available to consumers through a vaoietgtailers and directly through us,
the concentration of our sales in one, or a fergdaustomers could lead to a short-term disruptiayur sales if one or more of these
customers significantly reduced their purchaseseased to carry our products, and could make us mdnerable to collection risk if one or
more of these large customers became unable téopayr products or declared bankruptcy. Addititpabur receivables from these large
customers increase significantly in the Decembarrtgn as they make purchases in anticipation ohtielay selling season. Also, having
such a large portion of our total net revenue cotreéed in a few customers could reduce our negjogideverage with these customers. If
or more of our key customers experience determmati their business, or become unable to obtdficant financing to maintain their
operations, our business could be harmed.

Our business is dependent on the success and avhilidy of video game hardware systems manufacturedly third parties, as well as
our ability to develop commercially successful prodcts and services for these systems.

Our products and services are played on video dgerdware systems (which we also refer to as “platéd) manufactured by third parties,
such as Sony's PLAYSTATION 3, Microsoft's Xbox 3d Nintendo's Wii. The success of our businedsiven in part by the commercial
success and adequate supply of these video gamhedrarsystems, our ability to accurately predictoltsystems will be successful in the
marketplace, and our ability to develop commergiallccessful products and services for these sgstéfa must make product development
decisions and commit significant resources weddrance of anticipated product ship dates. A platffor which we are developing products
and services may not succeed or may have a stiteteycle than anticipated. If consumer demandtiier systems for which we are
developing products and services is lower thareapectations, our revenue will suffer, we may behla to fully recover the investments we
have made in developing our products and servasesour financial performance will be harmed. Alaively, a system for which we have
not devoted significant resources could be moreessful than we had initially anticipated, caudisgo miss out on meaningful revenue
opportunities.

Our industry is cyclical, driven by the periodic introduction of new video game hardware systems. Aseatransition to new console
platforms, our operating results may be more volate.

Video game hardware systems have historically hid aycle of four to six years, which causes Wieeo game software market to be
cyclical as well. The current cycle began with Mgoft's launch of the Xbox 360 in 2005, and corgthin 2006 when Sony and Nintendo
launched the PLAYSTATION 3 and the Wii, respectivéNe have seen a decline in the market for vidmoagsystems overall driven by
reduced demand for standard definition systemss di&cline in sales of video game systems has causedesponding decline in the sales of
packaged goods video game software.

We anticipate the transition to new console platf®in the next few years. During this transitiom, will incur costs to develop and market
products and services for current-generation vgheoe platforms, as well as developing productssandces for next-generation platforms.
For fiscal year 2013, we plan to invest $80 milltoward nextgeneration platforms. The hardware manufacturersiat required to enter ir
agreements with us for negeneration video game platforms and may choosmpos$e more restrictive terms or adopt very diffetmrsines:
models and fee structures for the next-generatiatfiooms. As a result, our operating results dutimg transitional period may be more
volatile and difficult to predict.

The video game hardware manufacturers are among ouhief competitors and frequently control the manuécturing of and/or access

to our video game products and services. If they deot approve our products and services, we will ndbe able to make the products
and services available to our customers.
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Our agreements with hardware licensors (such ag eothe PLAYSTATION 3, Microsoft for the Xbox 36@nd Nintendo for the Wii)
typically give significant control to the hardwdigensor over the approval, manufacturing and ithistion of our products and services, wt
could, in certain circumstances, leave us unabtget@ur products and services approved, manufatiamd provided to customers. For our
digital products and services delivered direch®donsumers via Sony's PlayStation Network andddaft's Xbox LIVE Marketplace, the
hardware licensor controls the distribution of #héHes. These hardware licensors are also amaongtoef competitors. Generally, control of
the approval and manufacturing process by the hanellicensors increases both our manufacturingtieaes and costs as compared to those
we can achieve independently. While we believe dhiatrelationships with our hardware licensorsameently good, the potential for these
licensors to delay or refuse to approve our praslant services exists. Such occurrences would barrhusiness and our financial
performance.

We also require technical and operational suppudtthe consent of Sony, Microsoft and Nintendoriteo to include online capabilities in
our products and services for their respectivefqriais and to digitally distribute our products amavices through their proprietary networks.
As online capabilities for video game systems bexzamore significant, Sony, Microsoft and Nintendalldorestrict the manner in which we
provide online capabilities for our products and/e®es and demand more restrictive terms for theé-generation console platforms. They
may also restrict the number of products and sesvibat we may distribute digitally on their netksorlf Sony, Microsoft or Nintendo refuse
to approve our products and services with onlinmbdities, restrict our digital offerings on th@iroprietary networks, or significantly impact
the financial terms on which these services arereff to our customers, our business could be harmed

The video game hardware manufacturers set the roygl rates and other fees that we must pay to providgames for their platforms,
and therefore have significant influence on our cds. If one or more of these manufacturers change #ir fee structure, our
profitability will be materially impacted.

In order to provide products and service for a sigame system such as the Xbox 360, PLAYSTATION @/o, we must take a license frc
Microsoft, Sony and Nintendo, respectively, whidhegthese companies the opportunity to set thetieeture that we must pay in order to
provide games for that platform. Similarly, thesenpanies have retained the flexibility to changartfee structures, or adopt different fee
structures for online purchases of games, onlimeegday and other new features for their consolls. dontrol that hardware manufacturers
have over the fee structures for their platformd amline access could adversely impact our costditgbility and margins. Because provid
products for video game systems is the largestquodf our business, any increase in fee structwasdd significantly harm our ability to
generate profits.

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

We expect to continue making acquisitions or entginto other strategic transactions includinggdguisitions of companies, businesses,
intellectual properties, and other assets, (2) ntyngvestments in strategic partners, and (3gstments in new interactive entertainment
businesses€g., online and mobile publishing platforms) as parbof long-term business strategy. These transacitimadve significant
challenges and risks including that the transadfimes not advance our business strategy, that wetd®alize a satisfactory return on our
investment, that we acquire unknown liabilitiesttoat we experience difficulty in the integratiohboisiness systems and technologies, the
integration and retention of new employees, oh@&rhaintenance of key business and customer nesdiiips of the businesses we acquire, or
diversion of management's attention from our othesinesses. These events could harm our operasodis or financial condition.

Future acquisitions and investments could alsolirevthe issuance of our equity and equity-linkecusities (potentially diluting our existing
stockholders), the incurrence of debt, contingitilities or amortization expenses, write-offsgglodwill, intangibles, or acquired in-process
technology, or other increased cash and non-cgstners, such as stock-based compensation. Ang &rbgoing factors could harm our
financial condition or prevent us from achievingpimvements in our financial condition and operagegformance that could have otherwise
been achieved by us on a staadre basis. Our stockholders may not have thertyofity to review, vote on or evaluate future acifions ot
investments.

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

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

If we are unable to maintain or acquire licenses tinclude intellectual property owned by others in ar games, or to
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maintain or acquire the rights to publish or distribute games developed by others, we will sell fewhit titles and our revenue,
profitability and cash flows will decline. Competiion for these licenses may make them more expensiaed reduce our profitability.

Many of our products are based on or incorporatdi@ctual property owned by others. For example,EeA SPORTS products include rights
licensed from major sports leagues and playerscésons. Similarly, many of our other key frarsds, such aSar Wars: The Old

Republic, are based on film and literary licenses and aastito products are based on a license for certdilasbro's toy and game
properties. In addition, some of our successfutlpots in fiscal year 201 Bulletstorm, Crysis 2, andPortal 2 in fiscal year 2012, are

products for which we acquired publishing rightotigh a license from the product's creator/ownemgetition for these licenses and rights
is intense. If we are unable to maintain thesenbes and rights or obtain additional licensesgirtsi with significant commercial value, our
revenues, profitability and cash flows will declisignificantly. Competition for these licenses nadgo drive up the advances, guarantees and
royalties that we must pay to licensors and dewagpvhich could significantly increase our costd eeduce our profitability.

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

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

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 clafgainst us relating to patents, copyrights, tragksaersonal publicity rights, or other
intellectual property rights to technologies, produor delivery/payment methods that are impotiauatur business. Although we believe that
we make reasonable efforts to ensure that our ptedlo not violate the intellectual property rigbfothers, it is possible that third parties
still may claim infringement. For example, we maydubject to intellectual property infringementiia from certain individuals and
companies who have acquired patent portfoliostersole purpose of asserting such claims agaihet cdbmpanies. In addition, many of our
products are highly realistic and feature matetiads are based on real world examples, which neathé subject of intellectual property
infringement claims of others. From time to times k@ceive communications from third parties regagdiuch claims. Existing or future
infringement claims against us, whether valid dr nmay be time consuming and expensive to defeanch Slaims or litigations could require
us to pay damages and other costs, stop sellingftbeted products, redesign those products tadanfiingement, or obtain a license, all of
which could be costly and harm our business. It many patents have been issued that may apgdgtential new modes of delivering,
playing or monetizing game software products amdices, such as those that we produce or wouldttilaffer in the future. We may
discover that future opportunities to provide newl mmnovative modes of game play and game delit@opnsumers may be precluded by
existing patents that we are unable to licenseeasanable terms.

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

We take measures to protect our pre-release s&ftarad other confidential information from unauthked access. A security breach that
results in the disclosure of pre-release softwamtoer confidential assets could lead or conteliotpiracy of our games or otherwise
compromise our product plans.

Further, entertainment software piracy is a pegsigbroblem in our industry. The growth in peepter networks and other channels to
download pirated copies of our products, the ingirepavailability of broadband access to the Irgeamnd the proliferation of technology
designed to circumvent the protection measures wibdur products all have contributed to an exgiam in piracy. Though we take
technical steps to make the unauthorized copyirmuoproducts more difficult, as do the manufaatsia consoles on which our games are
played, these efforts may not be successful inrobiimg the piracy of our products.

While legal protections exist to combat piracy afiter forms of unauthorized copying, preventing emdbing infringement through
enforcement of our intellectual property rights niiydifficult, costly and time consuming, partialyan countries where laws are less
protective of intellectual property rights. Furthtire scope of the legal protection of copyright arohibitions against the circumvention of
technological protection measures to protect cgyeid works are often under scrutiny by courts gmeerning bodies. The repeal or
weakening of laws intended to combat piracy, ptatgellectual property and prohibit the circumvientof technological protection measu
could make it more difficult for us to adequately
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protect against piracy. These factors could hawvegative effect on our growth and profitabilitytive future.
Uncertainty and adverse changes in the economy caduhave a material adverse impact on our business droperating results.

Declines in consumer spending resulting from advehanges in the economy have in the past negatimelcted our business. Further
economic distress may result in a decrease in defieairour products, particularly during key prodiaainch windows, which could have a
material adverse impact on our operating resuldsfimancial condition. In particular, we derivebstantial proportion of our revenues in
Europe. Continued weakness and instability in Eeaopmarkets could result in a loss of consumeriden€e in the economy and a decrease
in discretionary spending, resulting in a matesiderse impact on our operating results. Uncegtantl adverse changes in the economy
could also increase the risk of material losseswrinvestments, increase costs associated witblaleng and publishing our products,
increase the cost and decrease the availabilispoifces of financing, and increase our exposuneaterial losses from bad debts, any of
which could have a material adverse impact on imantial condition and operating results. In additiif we experience further deterioration
in our market capitalization or our financial perf@ance, we could be required to recognize significapairment charges in future periods.

Our business is subject to currency fluctuations.

International sales are a fundamental part of agiress. For the three months ended June 30, R@édehational net revenue comprised 53
percent of our total net revenue. We expect intenal sales to continue to account for a signiftgaortion of our total net revenue. Such
sales may be subject to unexpected regulatory ramgents, tariffs and other barriers. Additionaltyreign sales are primarily made in local
currencies, which may fluctuate against the U.9addn addition, our foreign investments and oash and cash equivalents denominated in
foreign currencies are subject to currency fluéturest We use foreign currency forward contractiiigate some foreign currency risk
associated with foreign currency denominated mapetssets and liabilities (primarily certain intengpany receivables and payables) to a
limited extent and foreign currency option contsact hedge foreign currency forecasted transactjomsarily related to a portion of the
revenue and expenses denominated in foreign cyrigamerated by our operational subsidiaries). Haregthese activities are limited in the
protection they provide us from foreign currenayctlations and can themselves result in losseabelpast, the disruption in the global
financial markets has impacted many of the findnngitutions with which we do business, and we subject to counterparty risk with
respect to such institutions with whom we enten itdging transactions. A sustained decline irfittencial stability of financial institutions
as a result of the disruption in the financial nedskcould negatively impact our treasury operatior@duding our ability to secure credit-
worthy counterparties for our foreign currency hiedgorograms. Accordingly, our results of operasipimcluding our reported net revenue,
operating expenses and net income, and financraliton can be adversely affected by unfavorabteifm currency fluctuations, especially
the Euro, British pound sterling and Canadian dollaparticular, because we derive a substant@qrtion of our revenues from sales in
Europe, the uncertainty regarding the ability at@i@ European countries to continue to service smvereign debt obligations and related
European financial restructuring efforts may cdlisgtuations in the value of the Euro that couldeely affect our revenue growth and
profit margins on sales outside of the United Staa@d thus impact our operating results (expressg® dollars) in future periods. Further,
the continued sovereign debt crisis in Europe ctedd to increased counterparty risk with respeéintancial institutions and other business
partners, who are particularly vulnerable to thetability in certain European markets.

Volatility in the capital markets may adversely impact the value of our investments and could cause t recognize significant
impairment charges in our operating results.

Our portfolio of short-term investments and mark&taquity securities is subject to volatility lretcapital markets and to national and
international economic conditions. In particulaur enternational investments can be subject tatdlations in foreign currency and our short-
term investments are susceptible to changes in-stvon interest rates. These investments are alsadta@ by declines in value attributabl
the credit-worthiness of the issuer. From timereet we may liquidate some or all of our short-ténvestments or marketable equity
securities to fund operational needs or other diets/ such as capital expenditures, strategicstments or business acquisitions, or for other
purposes. If we were to liquidate these shentn investments at a time when they were worth flean what we had originally purchased tt
for, or if the obligor were unable to pay the fathount at maturity, we could incur a significargdoSimilarly, we hold marketable equity
securities, which have been and may continue tadbersely impacted by price and trading volumetiliiain the public stock markets. We
could be required to recognize impairment chargethe securities held by us and/or we may reatizeds on the sale of these securities, all
of which could have an adverse effect on our firgreondition and results of operations.
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Our debt service obligations may adversely affectus cash flow.

While our 0.75% Convertible Senior Notes due 2ah6é (Notes”) are outstanding, we will have debvgar obligations on the Notes of
approximately $5 million per year. We intend tdfifubur debt service obligations from cash genedaby our operations and from our
existing cash and investments. We may enter iriterdinancial instruments in the future.

Our indebtedness could have significant negativesequences. For example, it could:

e increase our vulnerability to general adverse egoo@nd industry condition

« limit our ability to obtain additional financin

e require the dedication of a substantial portibany cash flow from operations to the paymenrafcipal of, and interest on, our
indebtedness, thereby reducing the availabilitguath cash flow to fund our growth strategy, workdagital, capital expenditures
and other general corporate purposes;

» limit our flexibility in planning for, or reactingp, changes in our business and our industry

» place us at a competitive disadvantage relativ@itacompetitors with less de

Further, the Notes are subject to a net shareeswdtit feature, which means that we will satisfy @anversion obligation to holders by paying
cash in settlement of the lesser of the principadant and the conversion value of the Notes anddliyering shares of our common stock in
settlement of any and all conversion obligationexness of the principal amount. In addition, hodd# the Notes will have the right to
require us to purchase their Notes for cash upemdteurrence of a fundamental change at a purghtecseequal to 100 percent of their
principal amount, plus accrued and unpaid inteikahy.

We may not have the enough available cash or leetatalrrange for financing to pay such principabant at the time we are required to
make purchases of the Notes or convert the Natesddition, we may be required to use funds thetamiciled in foreign tax jurisdictions
order to make the cash payments upon any purchasmweersion of the Notes. If we were to chooses®e such funds, we would be required
to accrue and pay additional taxes on any portfdherepatriation where no United States incomeéhtd been previously provided.

In addition, our ability to purchase the Notesmpay cash upon conversion of the Notes may beédiby law, by regulatory authority or by
agreements governing our future indebtedness. &lurd to purchase the Notes at a time when thehaise is required by the indenture or to
pay cash upon conversion of the Notes as requiyédebindenture would constitute a default underitidenture. A default under the
indenture or a fundamental change itself could Ead to a default under agreements governinguiurd indebtedness. If the payment of the
related indebtedness were to be accelerated afyeagplicable notice or grace periods, we may awehsufficient funds to repay the
indebtedness and purchase the Notes or to payugashconversion of the Notes.

The hedge transactions and warrant transactions eeted into in connection with the Notes may affectie value of the Notes and our
common stock.

In connection with the offering of the Notes, weerad into privately-negotiated convertible notedmeetransactions (the “Convertible Note
Hedge”) with certain counterparties (“Options Cauparties”) to reduce the potential dilution wigspect to our common stock upon
conversion of the Notes. The Convertible Note Hezlmeers, subject to anti-dilution adjustments satsally similar to those applicable to
the Notes, the number of shares of common stocknlyidg the Notes. We also entered into separateately-negotiated warrant
transactions with the certain counterparties wheved sold to independent third parties warrants (WWarrants”) with the Option
Counterparties relating to the same number of shafreur common stock, subject to customary amtitidn adjustments.

In connection with establishing their hedge positigth respect to the Convertible Note Hedge ardwlarrants, the Option Counterparties
and/or their affiliates:

 may have entered into various cash-settled thescounter derivative transactions with respecitblocommon stock and/or
purchased shares of our common stock concurrerithy @ar shortly following, the pricing of the Notesnd

 may unwind any such cash-settled over-the-cow@gvative transactions and purchase sharesradmumon stock in open market
transactions, including any observation periodtegldao the conversion of the Notes.

The effect, if any, of these activities, includitihg direction or magnitude, on the market pricewafcommon stock will depend on a variet
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 pricthefNotes.
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In addition, the Option Counterparties are finahicigtitutions, and we will be subject to the ritlat one or more of the Option Counterpat
might default under the Convertible Note Hedge. &yosure to the credit risk of the Option Courdetips will not be secured by any
collateral. If any of the Option Counterparties @mes subject to insolvency proceedings, we wilbipee an unsecured creditor in those
proceedings with a claim equal to our exposuréeatime under the Convertible Note Hedge with syation counterparty. Our exposure will
depend on many factors but, generally, the incremear exposure will be correlated to the increiasthe market price and in the volatility of
our common stock.

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

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

We are also required to estimate what our tax abibgs will be in the future. Although we believerdax estimates are reasonable, the
estimation process and applicable laws are inhigrantertain, and our estimates are not bindinggarauthorities. The tax laws' treatment of
software and Internet-based transactions is p#atiguwncertain and in some cases currently appletax laws are ill-suited to address these
kinds of transactions. Apart from an adverse rdBmiwf these uncertainties, our effective tax @t® could be adversely affected by our
profit levels, by changes in our business or chamgeur structure resulting from the reorganizatid our business and operating structure,
changes in the mix of earnings in countries wififeding statutory tax rates, changes in the elestiwe make, changes in applicable tax laws
(in the United States or foreign jurisdictions),obianges in the valuation allowance for deferradatsets, as well as other factors. Beginning
in fiscal year 2009, we recorded a valuation allogeaagainst most of our U.S. deferred tax assetseXfgect to provide a valuation allowal
on future U.S. tax benefits until we can sustaieval of profitability or until other significantgsitive evidence arises that suggest that these
benefits are more likely than not to be realizagttter, our tax determinations are regularly sutfie@udit by tax authorities and
developments in those audits could adversely affecincome tax provision. Should our ultimate liakility exceed our estimates, our
income tax provision and net income or loss coddraterially affected.

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

We are also required to pay taxes other than indewes, such as payroll, sales, use, value-ad@tayorth, property and goods and services
taxes, in both the United States and foreign jictszhs. We are regularly under examination bydaghorities with respect to these non-
income taxes. There can be no assurance that tbenoess from these examinations, changes in ounésisior changes in applicable tax rules
will not have an adverse effect on our earningsfarahcial condition.

Furthermore, as we expand our international opmratiadopt new products and new distribution med®iglement changes to our operating
structure or undertake intercompany transactiofiglim of changing tax laws, expiring rulings, aitions and our current and anticipated
business and operational requirements, our taxnsepeould increase.

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

Our reported financial results are impacted byabeounting standards promulgated by the SEC anmohahticcounting standards bodies and
the methods, estimates, and judgments that wenuegaplying our accounting policies. For exampleyashave recently issued Notes which
we account for under ASC 470-2Debt with Conversion and Other Options, we are required to record a greater amount ofaasih interest
expense as a result of the amortization of theodisted carrying value of the Notes to their face@ant over the term of the Notes.
Consequently, we report lower net income in ouarficial results because ASC 470-20 requires intergmtnse to include both the current
period's amortization of the debt discount andinlsrument's coupon interest, which could adveraéflgct our reported or future financial
results, the trading price of our common stock tuedtrading price of the Notes. Furthermore, wenoaibe sure that the accounting standards
in the future will continue to permit the use oé tineasury stock method, with respect to the catmn of diluted earnings per share when
considering our Notes that may be settled entivelyartly in cash. If we are unable to use thesineastock method in accounting for the
shares issuable upon conversion of the Notes,dbediluted earnings per share would be adverdédgtad.
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In addition, accounting standards affecting sofev@venue recognition have and could further siggnitly affect the way we account for
revenue related to our products and services. \&tigraze all of the revenue from bundled sales.(packaged goods video games that
include updates on a when-and-if-available basissamonline service component) on a deferred lmagisan estimated online service period,
which we generally estimate to be six months begiin the month after delivery. As we increase downloadable content and add new
features to our online service, our estimate ofothiée service period may change and we coulchaired to recognize revenue over a
longer period of time.

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

We rely on business partners in many areas of ourusiness and our business may be harmed if they an@able to honor their
obligations to us.

We rely on various business partners, includingltparty service providers, vendors, licensing pent, development partners, and licensees,
among others, in many areas of our business. Ity wases, these third parties are given accessifitise and proprietary information in

order to provide services and support to our tedingse third parties may misappropriate our infdimmeand engage in unauthorized use of
it. The failure of these third parties to providieguate services and technologies, or the failtitleecthird parties to adequately maintain or
update their services and technologies, could r@sal disruption to our business operations. Farttisruptions in the financial markets and
economic downturns may adversely affect our busipastners and they may not be able to continuervugntheir obligations to us. Some of
our business partners are highly-leveraged or dmialhesses that may be particularly vulnerablierAhtive arrangements and services may
not be available to us on commercially reasonasi|as$ or we may experience business interruptions agransition to an alternative partner
or vendor. If we lose one or more significant bess partners, our business could be harmed.

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

The market price of our common stock historicalys tbeen, and we expect will continue to be, sultjesignificant fluctuations. These
fluctuations may be due to factors specific toinsl@ding those discussed in the risk factors abageavell as others not currently known tc
or that we currently do not believe are matertall;changes in securities analysts' earnings estBratratings, to our results or future finan
guidance falling below our expectations and analysid investors' expectations, to factors affgdfire entertainment, computer, software,
Internet, media or electronics industries, to dailityt to successfully integrate any acquisitions may make, or to national or international
economic conditions. In particular, economic downsumay contribute to the public stock markets erpeing extreme price and trading
volume volatility. These broad market fluctuatidrasse and could continue to adversely affect theketarice of our common stock.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceed:

In February 2011, our Board of Directors authoriaggtogram to repurchase up to $600 millddmur common stock over the next 18 mor
We completed our program in April 2012. We repusgthapproximately 32 million shares in the openketagince the commencement of
program, including pursuant to pre-arranged stoadting plans. During three months ended June 3[2 2®e repurchased and retired
approximately 4 million shares of our common stfmkapproximately $71 million , net of commissions.

In July 2012, our Board of Directors authorizedeavrprogram to repurchase up to $500 million of @mmon stock. Under the program, we
may purchase stock in the open market or throufately-negotiated transactions in accordance ajifplicable securities laws, including
pursuant to pre-arranged stock trading plans. tiflieg and actual amount of the stock repurchaskslepend on several factors including
price, capital availability, regulatory requiremgndlternative investment opportunities and otharket conditions. We are not obligated to
repurchase any specific number of shares undertiggam and the repurchase program may be modgfieghended or discontinued at any
time.
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The following table summarizes the number of shegpsrchased during the three months ended Jurz024,:

Total Number of
Shares Purchased

Maximum Dollar
Value of Shares
that May Yet Be

Total Number as Part of Publicly Purchased Under
of Shares Average Price Announced the Program
Period Purchased Paid per Share Program (in millions)
April 1-30, 2012 4,318,991 $ 16.3¢ 4,318,99
4,318,991 16.3¢ 4,318,991
Item 3. Defaults Upon Senior Securitie
None.

Item 4. Mine Safety Disclosures

Not applicable

ltem 6. Exhibits

The exhibits listed in the accompanying index thibits on Page 62 are filed or incorporated bynexfee as part of this report.
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SIGNATURE

Pursuant to the requirements of the Securities &xgl 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 Kenneth A. Barker
DATED: Kenneth A. Barker
August 3, 2012 Interim Chief Financial Officer and
Senior Vice President, Chief Accounting Officer
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ELECTRONIC ARTS INC.
FORM 10-Q
FOR THE PERIOD ENDED JUNE 30, 2012

EXHIBIT INDEX
Incorporated by Reference
Filed

Number Exhibit Title Form File No. Filing Date Herewith
10.1° Form of 2012 Performance-Based Restricted Stock Aljieement 8-K 000-17948 5/18/2012
10.2 Electronic Arts Bonus Plan Addendum. 8-K 000-17948 6/11/201:
10.3° 2000 Equity Incentive Plan, as amended, and retddedments 8-K 000-17948  7/27/2012
10.4" Electronic Arts Inc. Executive Bon us Plan 8-K 000-17948  7/27/2012
10.5 Offer Letter for Employment at Electronic Arts Irio.Blake

Jorgensen, dated July 25, 2012 8-K 000-17948  7/31/2012
15.1 Awareness Letter of KPMG LLP, Independent Registétablic

Accounting Firm. X
31.1 Certification of Chief Executive Officer pursuantRule 13a-14(a) of

the Exchange Act, as adopted pursuant to SectidroBthe Sarbanes-

Oxley Act of 2002. X
31.2 Certification of Interim Chief Financial Officer pguant to Rule 13a-

14(a) of the Exchange Act, as adopted pursuanettiéh 302 of the

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

Sarbanes-Oxley Act of 2002. X
32.2 Certification of Interim Chief Financial Officer pguant to Section

906 of the Sarbanes-Oxley Act of 2002. X
101.INST  XBRL Instance Document. X
101.SCH" XBRL Taxonomy Extension Schema Document. X
101.CAL" XBRL Taxonomy Extension Calculation Linkbase Docune X
101.DEF" XBRL Taxonomy Extension Definition Linkbase Docurhen X
101.LAB" XBRL Taxonomy Extension Label Linkbase Document. X
101.PRE" XBRL Taxonomy Extension Presentation Linkbase Doenimn X

*  Management contract or compensatory plan or arraag

t Attached as Exhibit 101 to this Quarterly Remort~orm 10-Q for the quarterly period ended JUune2812 are the following formatted
in eXtensible Business Reporting Language (“XBRI(1)y Condensed Consolidated Balance Sheets, (2)&hsed Consolidated



Statements of Operations, (3) Condensed Consalidteements of Cash Flows, and (4) Notes to CamteBonsolidated Financial
Statements.
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Exhibit 15.1

Awareness Letter of KPMG LLP, Independent Registerd Public Accounting Firm

Electronic Arts Inc.
Redwood City, California:

With respect to the subject registration statement§orm S-8 (Nos. 333-176181, 333-168680, 333-28,1333-152757, 333-148596, 333-
145182, 333-138532, 333-131933, 333-127156, 33390,7333-107710, 333-99525, 333-67430, 333-44228, 233339432) and tt
registration statement on Form S-3 (No. 333824) of Electronic Arts Inc., we acknowledge awareness of the incorporation by refert
therein of our report dated August 3, 2012 relatedur review of interim financial information ineled in Form 1@ for the quarterly peric
ended June 30, 2012.

Pursuant to Rule 436 under the Securities Act @&31@he Act), such report is not considered parh okgistration statement prepare:

certified by an independent registered public antiog firm, or a report prepared or certified byiadependent registered public accour
firm within the meaning of Sections 7 and 11 of #wt.

/s/ KPMG LLP
Santa Clara, California
August 3, 2012



Exhibit 31.1
ELECTRONIC ARTS INC.

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

I, John S. Riccitiello, certify that:

1. I have reviewed this Quarterly Report on Fo@vQlof Electronic Arts Inc

2. Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer(spdrare responsible for establishing and maintainiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant anddiav

a. Designed such disclosure controls and procsdarecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepared

b. Designed such internal control over finanoggdarting, or caused such internal control overrfaia reporting to be designed under
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c. Evaluated the effectiveness of the registralidglosure controls and procedures and presentiksi report our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; and

d. Disclosed in this report any change in thegtegnt's internal control over financial reportihgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent et@tuaf internal control over financial
reporting, to the registrant's auditors and thatauminmittee of the registrant's board of direci@spersons performing the equivalent
functions):

a. All significant deficiencies and material weakaes in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registesaability to record, process, summarize and rtefpwaincial information; and

b. Any fraud, whether or not material, that inneadvymanagement or other employees who have a samiifiole in the registrant's
internal control over financial reporting.

Dated: August 3, 2012 By: /sl John S. Riccitiello

John S. Riccitiello
Chief Executive Officer



Exhibit 31.2
ELECTRONIC ARTS INC.

Certification of Interim Chief Financial 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, Kenneth A. Barker, certify that:

1.

2.

| have reviewed this Quarterly Report on Fo@¥Qlof Electronic Arts Inc

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate 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 report;

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

The registrant's other certifying officer(sgdrare responsible for establishing and maintgimisclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bg§d)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knoy
to us by others within those entities, particulahlying the period in which this report is beingpared;

b. Designed such internal control over finanodgdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assarsegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

c. Evaluated the effectiveness of the registralisslosure controls and procedures and presentendsi report our conclusions
about the effectiveness of the disclosure conaintprocedures, as of the end of the period coumyehlis report based on
such evaluation; and

d. Disclosed in this report any change in thestegint's internal control over financial reportih@t occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeatff, the registrant's internal control over finahceéporting; and

The registrant's other certifying officer(spdrhave disclosed, based on our most recent ev@tuaf internal control over financial
reporting, to the registrant's auditors and thatauainmittee of the registrant's board of direct@nspersons performing the
equivalent functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contratiofmancial reporting whic
are reasonably likely to adversely affect the regig's ability to record, process, summarize apbrt financial information;
and

b.  Any fraud, whether or not material, that invedunanagement or other employees who have a sigmiifiole in the registrant's
internal control over financial reporting.

Dated: August 3, 2012 By: /s/ Kenneth A. Barker

Kenneth A. Barker
Interim Chief Financial Officer and
Senior Vice President, Chief Accounting Officer



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 J88e2012 as filed with the Securities
and Exchange Commission on the date hereof (thpdi®, |, John S. Riccitiello, Chief Executive @fér of Electronic Arts Inc., certify,
pursuant to 18 USC Section 1350, as adopted pursu&ection 906 of the Sarbanes-Oxley Act of 2(@2&ction 906”), that to my
knowledge:

1. The Report fully complies with the requirement$Section 13(a) or 15(d) of the Securities ExaeAct of 1934; and

2. The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of
Electronic Arts Inc. for the periods presented ¢irer

/s/ John S. Riccitiello
John S. Riccitiello
Chief Executive Officer
Electronic Arts Inc.

August 3, 2012

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



Exhibit 32.2

ELECTRONIC ARTS INC.

Certification of Interim Chief Financial 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 J88e2012 as filed with the Securities
and Exchange Commission on the date hereof (thpdi®®, |, Kenneth A. Barker, Interim Chief Financial Offic and Senior Vice Preside
Chief Accounting Officer of Electronic Arts Inc.exify, pursuant to 18 USC Section 1350, as adopteduant to Section 906 of the

Sarbanes-Oxley Act of 2002 (“Section 906"), thairtp knowledge:

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

2. The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of
Electronic Arts Inc. for the periods presented ¢irer

/s/ Kenneth A. Barker

Kenneth A. Barker

Interim Chief Financial Officer and

Senior Vice President, Chief Accounting Officer
Electronic Arts Inc.

August 3, 2012

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



