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PART | — FINANCIAL INFORMATION

ltem 1. Condensed Consolidated Financial Statements (Unaudd)

ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

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

ASSETS
Current assett
Cash and cash equivalel
Shor-term investment
Marketable equity securitie
Receivables, net of allowances of $180 and $2Epestively
Inventories
Deferred income taxes, r
Other current asse

Total current asse

Property and equipment, r
Goodwill

Acquisitior-related intangibles, ni
Deferred income taxes, r

Other asset

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl
Accrued and other current liabilitir
Deferred net revenue (packaged goods and digitabat)

Total current liabilities

Income tax obligation
Deferred income taxes, r
Other liabilities
Total liabilities
Commitments and contingencies (See Note
Stockholder equity:
Preferred stock, $0.01 par value. 10 shares autut
Common stock, $0.01 par value. 1,000 shares aatairB30 and 330 shares issued and outstanding,
respectively
Paic-in capital
Retained earning
Accumulated other comprehensive inca
Total stockholder equity
TOTAL LIABILITIES AND STOCKHOLDERS ' EQUITY

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

(@) Derived from audited consolidated financial statetsa

June 30, March 31,
2010 2010 (a)
$ 1,05 $ 1,27
48C 432
19z 291
10z 20¢€

82 10C

43 44

27C 23¢€
2,22¢ 2,58t
51€ 537
1,09(C 1,09:
18t 204

49 52

177 17t

$ 4248 $ 4,64¢
$ 55 $ 91
62C 717
49( 76€
1,16¢ 1,57¢
22¢ 24z

2 2

97 99
1,49:¢ 1,917

3 3

2,415 2,37¢
21¢ 12z
112 22¢
2,752 2,72¢

$ 4248 $  4.64¢
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

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

Net revenu
Cost of goods sol

Gross profi
Operating expense
Marketing and sale
General and administrati\
Research and developmt
Amortization of intangible:
Acquisitior-related contingent considerati
Restructuring charge

Total operating expens
Operating income (lost
Losses on strategic investme
Interest and other income, r
Income (loss) before benefit from income ta
Benefit from income taxe
Net income (loss

Net income (loss) per shal
Basic
Diluted
Number of shares used in computati
Basic
Diluted

See accompanying Notes to Condensed Consolidateddtal Statements (unaudited).

4

Three Months Ended

June 30,

2010 2009
$ 81t $ 644
222 321
598 328
127 164
74 66
27¢ 31z
15 12

2 J—

2 14

49t 56¢€
98 (24E)
®) (16)

— 3
93 (25¢€)
(©) (249
$ 9% $ (239
$02¢ $(0.72)
$02¢ $ (079
32¢€ 32¢
332 32¢
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In millions)

OPERATING ACTIVITIES
Net income (loss

Adjustments to reconcile net income (loss) to mshcused in operating activitie

Depreciation, amortization and accretion,
Stoclk-based compensatic
Non-cash restructuring charg
Net losses on investments and sale of propertyegnipmen
Acquisitior-related contingent considerati
Change in assets and liabiliti¢
Receivables, ne
Inventories
Other asset
Accounts payabl
Accrued and other liabilitie
Deferred income taxes, r
Deferred net revenue (packaged goods and digitabot)
Net cash used in operating activit
INVESTING ACTIVITIES
Capital expenditure
Proceeds from sale of marketable equity secul
Proceeds from maturities and sales of «term investment
Purchase of shc-term investment
Acquisition of subsidiaries, net of cash acqui
Net cash used in investing activiti
FINANCING ACTIVITIES
Proceeds from issuance of common si
Net cash provided by financing activiti
Effect of foreign exchange on cash and cash ecprits
Decrease in cash and cash equival
Beginning cash and cash equivale
Ending cash and cash equivale

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

Non-cash investing activities:
Change in unrealized gains (losses) on investmpatxf taxe:

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

5

Three Months Ended

June 30,

2010 2009
$ 96 $ (239
48 48

47 33

— 7

5 15

2 J—
97 (252)

16 4
(37) (35)
(40) 8
(10€) (82)
3 (12)
(27€) 172
(149) (32¢)
11) ©)

8 J—

98 16¢€
(14¢) (269)
— ©)
(53) (112)

1 3

1 3

(16) 21
(216) (41€)
1,27: 1,621
$ 1,057 $ 1,20t
$ 6 $ (@
$ 89 $ 77
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(1) DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATDON

We develop, market, publish and distribute videmgaoftware and content that can be played by coession a variety of platforms,
including video game consoles (such as the PLAYSION @ 3, Microsoft Xbox 360™ and Nintendo Wii™), persl computers, handheld
game players (such as the PlayStation PortableQ™3 and the Nintendo DS™), mobile devices (suchekilar and smart phones
including the Apple iPhone™) and wireless deviagshsas the Apple iPadt . Some of our games are lmasedntent that we license from
others (e.g., FIFA Soccer, Madden NFL Football, Harry Potter@Md Hasbro’s toy and game intellectual properti@s), some of our games
are based on our own wholly-owned intellectual prop(e.g., The Sims™, Need for Speed™, and Dead Space™)g@aliis to publish title
with global mass-market appeal, which often meearsstating and localizing them for sale in non-Estgkpeaking countries. In addition, we
also attempt to create software game “franchideat’allow us to publish new titles on a recurrirgib that are based on the same property.
Examples of this franchise approach are the ariterations of our sports-based productsy., FIFA Soccer, Madden NFL Football, and
NCAA @ Football), wholly-owned properties that can be ssgstully sequeledd.g., The Sims, Need for Speed and Battlefield) ameistibased
on long-lived literary and/or movie properties.{., Harry Potter).

Our fiscal year is reported on a 52 or 53-weekqeuetihat ends on the Saturday nearest March 31re3utts of operations for the fiscal years
ending or ended, as the case may be, March 31,&@d 2010 contain 52 and 53 weeks, respectivetyeads or ended, as the case may be, or
April 2, 2011 and April 3, 2010, respectively. Qasults of operations for the three months ended 30, 2010 and 2009 contained 13 weeks
and 14 weeks, respectively, and ended on JulyB) 2éd July 4, 2009, respectively. For simplicitylsclosure, all fiscal periods are referred
to as ending on a calendar month end.

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

These Condensed Consolidated Financial Statemiemtddsbe read in conjunction with the Consolidef@tancial Statements and Notes
thereto included in our Annual Report on Form 1@Kthe fiscal year ended March 31, 2010, as filétth the United States Securities and
Exchange Commission (“SEC”) on May 28, 2010.

(2) FAIR VALUE MEASUREMENTS

Fair value is the price that would be received figetling an asset or paid to transfer a liabilityan orderly transaction between market
participants at the measurement date. When detexgnfiair value, we consider the principal or modtantageous market in which we would
transact, and we consider assumptions that magk#tipants would use when pricing the asset duillig. We measure certain financial and
nonfinancial assets and liabilities at fair valuesorecurring and nonrecurring basis.

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

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

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

Our money market funds, available-for-sale fixecbime and marketable equity securities, deferrechemsation plan assets, foreign currency
derivatives and contingent consideration are measand recorded at fair value on a recurring basis.

Our Level 1 assets are valued using quoted pricastive markets for identical instruments. Our éle¥ assets, including foreign currency
derivatives, are valued using quoted prices fontidal instruments in less active markets or usitiger observable market inputs for
comparable instruments. Our Level 3 liability isuead using unobservable inputs to the valuatiorhoadlogy that are significant to the
measurement of the fair value of the contingensimaration.
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As of June 30, 2010 and March 31, 2010, our assetdiabilities that are measured and recordediavélue on a recurring basis were as
follows (in millions):

Fair Value Measurements at Reporting Date Usini
Quoted Prices in
Active Markets for

Significant Significant
Identical Financial Other Unobservable
Observable
Instruments Inputs Inputs
As of
June 30,
2010 (Level 1) (Level 2) (Level 3) Balance Sheet Classification
Assets
Money market fund $ 63€ $ 63€ $ — $ — Cash equivalent
Available-for-sale securities
Marketable equity securitie 19z 192 — — Marketable equity securitie
Corporate bond 254 — 254 — Shor-term investment
U.S. agency securitie 12¢ — 12¢ — Shor-term investments and cash equivale
U.S. Treasury securitie 101 101 — — Shor-term investments and cash equivale
Commercial pape 11 — 11 — Shor-term investments and cash equivale
Deferred compensation plan ass (@) 11 11 — — Other asset
Foreign currency derivative 4 — 4 — Other current asse
Total assets at fair valt $ 1,33t $ 941 $ 394 $ —
Liability
Contingent consideratic®) $ 67 $ — $ — $ 67 Accrued and other current liabilities and othebilities
Total liability at fair value $ 67 $ — $ — $ 67
Fair Value Measurements Using Significan
Unobservable Inputs (Level 3)
Contingent
Consideration
Balance as of March 31, 20 $ 65
Change in fair valu(©) 2
Balance as of June 30, 20 $ 67
As of
March 31,
2010 (Level 1) (Level 2) (Level 3) Balance Sheet Classificatiol
Assets
Money market fund $ 61¢ $ 61¢ $ — $ — Cash equivalent
Available-for-sale securities
Marketable equity securitie 291 291 — — Marketable equity securitie
Corporate bond 234 — 234 — Shor-term investments and cash equivale
U.S. agency securitie 11¢ — 11¢ — Shor-term investments and cash equivale
U.S. Treasury securitt 93 93 — — Shor-term investments and cash equivale
Commercial pape 12 — 12 — Shor-term investments and cash equivale
Deferred compensation plan ass(® 12 12 — — Other asset
Foreign currency derivative 2 — 2 — Other current asse
Total assets at fair vall $ 1,381 $ 1,01¢F $ 36€ $ —
Liability
Contingent consideratic(t) $ 65 $ — $ — $ 65 Accrued and other current liabilities and othebilities
Total liability at fair value 3 65 3 — $ — 3 65
@)

The deferred compensation plan assets consistriofugamutual funds

The contingent consideration represents the estiifair value of the additional variable cash cdesation payable in connection w
our acquisition of Playfish Limited (“Playfish™"hat is contingent upon the achievement of certaifopmance milestones. We
estimated the fair value using expected future das¥s over the period in which the obligation igpected to be settled, and applied a
discount rate that appropriately captures a marégicipan’s view of the risk associated with the obligati

(b)

@ The change in fair value is reported as acquis-related contingent consideration in our Condensaas@lidated Statements

Operations
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Assets and Liabilities Measured at Fair Value orNonrecurring Basis

We reviewed our financial and nonfinancial assatslabilities for the three months ended June2B1,0 and 2009 and concluded there were
no material impairment charges during each of tipesmds.

(3) FINANCIAL INSTRUMENTS
Cash, Cash Equivalents and Short-Term Investments
Cash, cash equivalents and short-term investmentssted of the following as of June 30, 2010 aradd¥l 31, 2010 (in millions):

As of June 30, 2010 As of March 31, 2010

Cost or

Amortized Gross Unrealized Cost' or Gross Unrealized
Amortized
Fair Fair
Cost Gains Losses Value Cost Gains Losses Value
Cash and cash equivaler
Cash $ 41C $ — $ — $41C $ 62 $— $ — $ 62¢€
Money market fund 63€ — — 63€ 61¢ — — 61¢
U.S. Treasury securitie 5 — — 5 10 — — 1C
Commercial pape 4 — — 4 11 — — 11
U.S. agency securitie 2 — — 2 3 — — 3
Corporate bond — — — — 1 — — 1
Cash and cash equivalel 1,057 — — 1,057 1,27: — — 1,27:
Shor-term investments
Corporate bond 252 — 254 231 2 — 23¢
U.S. agency securitie 123 — — 125 115 — — 11¢
U.S. Treasury securitie 96 — — 96 83 — — 83
Commercial pape 7 — — 7 1 — — 1
Shor-term investment 47€ — 48( 43C 2 — 432
Cash, cash equivalents and s-term investment $ 1538 $ 2 $ — $1531 $ 170 $ 2 $ — $1,70¢

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

temporarily impaired as of June 30, 2010 and M&1h2010.

The following table summarizes the amortized cost fair value of our shoterm investments, classified by stated maturitpfalune 30, 201

and March 31, 2010 (in millions):

As of June 30, 2010

As of March 31, 2010

Amortized Amortized
Fair Fair
Cost Value Cost Value
Shor-term investment

Due in 1 year or les $ 211 $211 $ 16t $ 16t
Due in -2 years 167 16¢€ 174 17¢
Due in -3 years 10C 101 91 91
Shor-term investment $ A47¢ $48C $ 43C $ 43z
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Marketable Equity Securities

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

Marketable equity securities consisted of the feifgy as of June 30, 2010 and March 31, 2010 (ition#):

Gross

- G
Adjusted Unrealizec Unrergﬁied
Fair
Cost Gains Losses Value
As of June 30, 201 $ 11¢ $ 74 $ — $19:
As of March 31, 2011 $ 132 $ 15¢ $ — $291

During the three months ended June 30, 2010 and, 289recognized impairment charges of $2 milliod 16 million, respectively, on our
investment in The9. Due to various factors, inahgdbut not limited to, the extent and duration dgnivhich the market prices of these
securities had been below adjusted cost and cemtitd hold these securities, we concluded thdrdeal values were other-than-temporary.
The impairments for the three months ended Jun2@IM) and 2009 are included in losses on strategéstments in our Condensed
Consolidated Statements of Operations.

During the three months ended June 30, 2010, wevet proceeds of $8 million and realized losse®3ofnillion from selling a portion of our
investment in The9. We did not sell any of our nesakle equity securities during the three monttiedrdune 30, 2009. The realized losses for
the three months ended June 30, 2010 are includiedses on strategic investments in our Conde@sedolidated Statements of Operations.

In February 2005, we purchased approximately 18r8gnt of the then-outstanding ordinary sharesésgmting approximately 18 percent of
the voting rights at the time) of Ubisoft Entertaient for $91 million. Subsequent to June 30, 20dDsold this investment for approximately
$121 million.

Other Investments Included in Other Assets

Our other investments, included in other assetsuwrCondensed Consolidated Balance Sheets, c@niisipally of non-voting preferred
shares in two companies whose common stock isgulttaded and are accounted for under the cogtadeUnder this method, these
investments are recorded at cost until we deterthiaethe fair value of the investment has fallefoly its adjusted cost basis and that such
decline is other-than-temporary. We evaluate ouestments for impairment quarterly. When we coneltitht an investment is other-than-
temporarily impaired, we recognize an impairmergrge at that time in our Condensed Consolidategi®tnts of Operations.

During the three months ended June 30, 2010 and, 289did not recognize any impairment charges véfipect to these investments.

(4) DERIVATIVE FINANCIAL INSTRUMENTS

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

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

10
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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 usingeggion analysis, as well as other timing and griibacriteria. To receive hedge accounting
treatment, all hedging relationships are formatigwimented at the inception of the hedge and thgdsenhust be highly effective in offsetting
changes to future cash flows on hedged transacfidreseffective portion of gains or losses resglfiom changes in fair value of these hedges
is initially reported, net of tax, as a componeinhccumulated other comprehensive income in stddens’ equity. The gross amount of the
effective portion of gains or losses resulting fronanges in fair value of these hedges is subs#iguenlassified into net revenue or research
and development expenses, as appropriate, in tiwdpghen the forecasted transaction is recognizexdir Condensed Consolidated
Statements of Operations. In the event that thesgati losses in accumulated other comprehensivaria@re deemed to be ineffective, the
ineffective portion of gains or losses resultingnfrchanges in fair value, if any, is reclassifiednterest and other income, net, in our
Condensed Consolidated Statements of Operatiottise lavent that the underlying forecasted transastilo not occur, or it becomes remote
that they will occur, within the defined hedge perithe gains or losses on the related cash flalgémare reclassified from accumulated other
comprehensive income to interest and other incoreg,in our Condensed Consolidated Statements efafipns. During the reporting periods
all forecasted transactions occurred and, therefbese were no such gains or losses reclassiftedriterest and other income, net. As of

June 30, 2010, we had foreign currency option eatdrto purchase approximately $13 million in fgrecurrency and to sell approximately
$166 million of foreign currencies. All of the faga currency option contracts outstanding as oM 2010 will mature in the next 12
months. As of March 31, 2010, we had foreign curyemption contracts to purchase approximately $ilBomin foreign currency and to sell
approximately $30 million of foreign currencies. #8June 30, 2010 and March 31, 2010, these foraigrency option contracts outstanding
had a total fair value of $4 million and $2 milliaespectively, and are included in other curresets.

The effect of foreign currency option contractsoam Condensed Consolidated Statements of Operdtiotise three months ended June 30,
2010 and 2009 was immaterial.

Balance Sheet Hedging Activities

Our foreign currency forward contracts are notgiesied as hedging instruments, and are accountes fterivatives whereby the fair value of
the contracts is reported as other current assetscoued and other current liabilities on our Gemskd Consolidated Balance Sheets, and gain
and losses resulting from changes in the fair vaheereported in interest and other income, neduinCondensed Consolidated Statements of
Operations. The gains and losses on these foreigarcy forward contracts generally offset the gaind losses associated with the underl
foreign-currency-denominated monetary assets ahdlities, which are also reported in interest atiter income, net, in our Condensed
Consolidated Statements of Operations. As of JOn@@10, we had foreign currency forward contréa@tgurchase and sell approximately $
million in foreign currencies. Of this amount, $T8llion represented contracts to sell foreign cocies in exchange for U.S. dollars, $148
million to purchase foreign currencies in exchafigel.S. dollars and $6 million to sell foreign oemcy in exchange for British pounds
sterling. As of March 31, 2010, we had foreign enny forward contracts to purchase and sell appratély $431 million in foreign currencir
Of this amount, $293 million represented contraetsell foreign currencies in exchange for U.Slate| $127 million to purchase foreign
currency in exchange for U.S. dollars and $11 millio sell foreign currency in exchange for Britsbunds sterling. The fair value of our
foreign currency forward contracts was immatergabfJune 30, 2010 and March 31, 2010.

The effect of foreign currency forward contract$ designated as hedging instruments on our Condebsasolidated Statements of
Operations for the three months ended June 30, 20d2009 was immaterial.

11
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(5) GOODWILL AND ACQUISITION-RELATED INTANGIBLES, N ET
The changes in the carrying amount of goodwillagdollows (in millions):

Label Segmen Other Segment Total
As of March 31, 2011
Goodwill $ 672 $ 78¢ $1,461
Accumulated Impairmer — (36¢) (36¢)
672 421 1,09¢
Effects of Foreign Currency Translati 2 (1) 3
As of June 30, 201
Goodwill 67C 78¢€ 1,45¢
Accumulated Impairmer — (368) (368)
$ 67C $ 42C $1,09(
Acquisition-related intangibles consisted of thiéof@ing (in millions):
As of June 30, 2010 As of March 31, 2010
Gross Gross
Carrying Accumulated Acquisition- Carrying Accumulated Acquisition-
Related Related
Amount Amortization Intangibles, Net Amount Amortization Intangibles, Nei
Developed and Core Technolo $ 257 $ (16) $ 96 $ 25¢ $ (15%) $ 10
Trade Names and Tradema 89 (612) 28 89 (57) 32
Carrier Contracts and Relat 85 (58) 27 85 (56) 29
Registered User Base and Other Intangi 79 (45) 34 79 (39 40
Total $ 5i1C $ (325) $ 18E $ 511 $ (307) $ 204

Amortization of intangibles for the three monthsled June 30, 2010 and 2009 was $18 million (of vBig million was recognized in cost of
goods sold) and $15 million (of which $3 million sveecognized in cost of goods sold), respectivélyitedived intangible assets are amorti.
using the straight-line method over the lesseheirtestimated useful lives or the terms of thatesl agreement, typically from two to fourteen
years. As of June 30, 2010 and March 31, 2010wtightec-average remaining useful life for finite-lived amtgible assets was approximately
5.1 years for each period.

As of June 30, 2010, future amortization of finliteed intangibles that will be recorded in costgaods sold and operating expenses is
estimated as follows (in millions):

Fiscal Year Ending March 31,

2011 (remaining nine month $ 49
2012 48
2013 25
2014 17
2015 14
Thereaftel 32

Total $18E

12
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(6) RESTRUCTURING CHARGES
Restructuring information as of June 30, 2010 vafolows (in millions):

Other
Fiscal 2010 Restructuring Fiscal 2009 Restructuring Fiscal 2008 Reorganizatior Restructurings
Facilities-
Facilities- Facilities- Facilities-
Workforce related Other Workforce related related Other related Total
Balances as of March 31, 20 $ — $ — $ — $ 8 $ 5 3 — $ 3 3 7 % 283
Charges to operatiot 62 22 32 1 13 3 7 — 14C
Charges settled in ca (29) (%) Q) 9) 11) — (20) — (62)
Charges settled in n-cash (25) 9) (24) — (4) ) — — (65
Accrual reclassificatiol — — — — — — — (7) @
Balances as of March 31, 20 8 11 7 — 3 — — — 29
Charges to operatiot — 1 1 — — — — — 2
Charges settled in ca (7) (2) (1) — — — — — (1C)
Balances as of June 30, 2( $ 1 8 0 $ 7 % — $ 3 3 — $ — $ — 21

Fiscal 2010 Restructuring

In fiscal year 2010, we announced details of auesiring plan to narrow our product portfolio tmpide greater focus on titles with higher
margin opportunities. Under this plan, we reducedworkforce by approximately 1,100 employees aadeh(1) consolidated or closed varic
facilities, (2) eliminated certain titles, and {8¢urred IT and other costs to assist in reorgagiziertain activities. The majority of these acsion
were completed by March 31, 2010.

Since the inception of the fiscal 2010 restruciypian through June 30, 2010, we have incurredgelsanf $118 million, consisting of (1) $62
million in employee-related expenses, (2) $33 wrillrelated to intangible asset impairment costandbned rights to intellectual property, and
other costs to assist in the reorganization ofbmsiness support functions, and (3) $23 millioated to the closure of certain of our facilities.
The $18 million restructuring accrual as of JuneZIL0 related to the fiscal 2010 restructuringxpected to be settled by September 2013.
During the remainder of fiscal year 2011, we aptté incurring between $10 million and $15 millmfrestructuring charges related to the
fiscal 2010 restructuring.

Overall, including charges incurred through Jung2810, we expect to incur total cash and non-chsinges between $135 million and $140
million by March 31, 2012. These charges consishgrily of (1) employee-related costs (approximat5 million), (2) intangible asset
impairment costs, abandoned rights to intelleghuaperty costs, and other costs to assist in theyamization of our business support functions
(approximately $50 million), and (3) facilities éxiosts (approximately $25 million).

Fiscal 2009 Restructuring

In fiscal year 2009, we announced details of a mdiiction plan as a result of our performance éoetbwith the economic environment. This
plan included a narrowing of our product portfokoreduction in our worldwide workforce of approstely 11 percent, or 1,100 employees,
the closure of 10 facilities, and reductions inesthariable costs and capital expenditures.

Since the inception of the fiscal 2009 restructyiian through June 30, 2010, we have incurredgelsanf $55 million, consisting of (1) $33
million in employee-related expenses, (2) $20 wrillrelated to the closure of certain of our faeisit and (3) $2 million related to asset
impairments. We do not expect to incur any addéiaestructuring charges under this plan. The wesiring accrual of $3 million as of
June 30, 2010 related to the fiscal 2009 restrirgtis expected to be settled by September 2016.

Fiscal 2008 Reorganization

In June 2007, we announced a plan to reorganizbusiness into several new divisions includinghattime four new “Labels”: EA SPORTS,
EA Games, EA Casual Entertainment and The Simsderdo streamline decision-making, improve gldioals, and speed new ideas to
market. In October 2007, our Board of Directorsrappd a plan of reorganization (“fiscal 2008 reaigation plan”) in connection with the
reorganization of our business into four new LabBlgring fiscal year 2009, we consolidated andgeanized two of our Labels. As a result,
now have three Labels, EA SPORTS, EA Games andI&BA Bs well as a new organization, EA InteractivBich reports into our Global
Publishing Organization. Each Label, as well asl&Aractive, operates with dedicated studio andipcbmarketing teams focused on
consumer-driven priorities.
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Since the inception of the fiscal 2008 reorgan@aplan through June 30, 2010, we have incurredgelsaof $141 million, consisting of (1) $
million in employee-related expenses, (2) $83 wrillrelated to the closure of our Chertsey, Engkamdi Chicago, lllinois facilities, which
included asset impairment and lease terminatiotscaad (3) $46 million related to other costsuiahg other contract terminations, as well as
IT and consulting costs to assist in the reorgditimadf our business support functions. We do ixgeet to incur any additional charges under
this plan.

Other Restructurings

We also engaged in various other restructuringedas management decisions. The $7 million restring accrual as of March 31, 2009 was
reclassified during the three months ended Jun@@m®, from accrued and other current liabilite®ther liabilities on our Condensed
Consolidated Balance Sheet.

(7) ROYALTIES AND LICENSES

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

Royalty-based obligations with content licensord distribution affiliates are either paid in advarand capitalized as prepaid royalties or are
accrued as incurred and subsequently paid. Thgsdtydased obligations are generally expenseads$d af goods sold generally at the greater
of the contractual rate or an effective royaltyeraased on the total projected net revenue. Pregraigrmade to thinly capitalized independent
software developers and co-publishing affiliates generally made in connection with the developroéatparticular product and, therefore,
we are generally subject to development risk padhe release of the product. Accordingly, payre¢hat are due prior to completion of a
product are generally expensed to research andogewent over the development period as the sergoeincurred. Payments due after
completion of the product (primarily royalty-baseachature) are generally expensed as cost of gsalds

Our contracts with some licensors include minimurargnteed royalty payments, which are initiallyoreled as an asset and as a liability a
contractual amount when no performance remains théHicensor. When performance remains with tbensor, we record guarantee
payments as an asset when actually paid and abiktyi when incurred, rather than recording theeasnd liability upon execution of the
contract. Royalty liabilities are classified asremt liabilities to the extent such royalty paynseate contractually due within the next twelve
months. As of June 30, 2010 and March 31, 2010;ceqapately $7 million and $13 million, respectivelyf minimum guaranteed royalty
obligations had been recognized and are includélkimoyalty-related assets and liabilities tallelow.

Each quarter, we also evaluate the expected fudatezation of our royalty-based assets, as wedrgsunrecognized minimum commitments
not yet paid to determine amounts we deem unliteelye realized through product sales. Any impainsien losses determined before the
launch of a product are charged to research anelawent expense. Impairments or losses deternpiosidlaunch are charged to cost of
goods sold. We evaluate long-lived royalty-basesdissfor impairment using undiscounted cash flolwsemimpairment indicators exist.
Unrecognized minimum royalty-based commitmentsaa@unted for as executory contracts and, theredonelosses on these commitments
are recognized when the underlying intellectuapprty is abandonedi.€., cease use) or the contractual rights to usentiefiéctual property
are terminated. During the three months ended 30n2010 and 2009, we recognized losses of $1@mind impairment charges of $1
million, respectively.

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

As of As of
June 30 March 31,

2010 2010
Other current asse $ 99 $ 66
Other asset 42 36
Royalty-related asset $ 141 $ 10z
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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 acdialgitities. As of June 30, 2010 and
March 31, 2010, the current portion of accrued ltigs included in accrued and other current lidb# was $151 million and $144 million,
respectively. There were no long-term accrued tgyalbilities as of June 30, 2010 and March 311,20

In addition, as of June 30, 2010, we were commiibguhy approximately $1,327 million to contenthsors, independent software developers
and co-publishing and/or distribution affiliatesitiperformance remained with the counterpaitg.(, delivery of the product or content or ot
factors) and such commitments were therefore roatrded in our Condensed Consolidated FinanciaéStants.

(8) BALANCE SHEET DETAILS
Inventories
Inventories as of June 30, 2010 and March 31, 20b8isted of (in millions):

As of As of
June 30 March 31,

2010 2010
Raw materials and work in proce $ 6 $ 8
In-transit inventory 1 2
Finished good 75 9C
Inventories $ 82 $ 10c

Property and Equipment, Net
Property and equipment, net, as of June 30, 20dMW&mch 31, 2010 consisted of (in million

As of As of
June 30 March 31,

2010 2010
Computer equipment and softw: $ 47F $ 48C
Buildings 34C 347
Leasehold improvemen 98 99
Office equipment, furniture and fixtur 66 71
Land 64 65
Warehouse equipment and otl 10 1C
Construction in progres 10 13
1,06 1,08t
Less accumulated depreciati 547) (548
Property and equipment, r $ 51€ $ 537

Depreciation expense associated with property gugpment amounted to $28 million and $32 million fioe three months ended June 30,
2010 and 2009, respectively.

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

In connection with our acquisition of Playfish isdal year 2010, we deposited $100 million intaeanrow account to pay the former
shareholders of Playfish in the event certain parémce milestones through December 31, 2011 afewazh Through the three months ended
June 30, 2010, no distributions were made fronrétricted cash amount. As this deposit is resulidh nature, as of June 30, 2010 and
March 31, 2010, the estimated long-term portio8&E million in each period is included in otheretssand the estimated short-term portion of
$39 million in each period is included in otherremt assets on our Condensed Consolidated BaldrezgsS
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Accrued and Other Current Liabilities
Accrued and other current liabilities as of JuneZIL0 and March 31, 2010 consisted of (in milljons

As of As of
June 30 March 31,

2010 2010
Other accrued expens $ 244 $ 29¢
Accrued royaltie: 151 144
Accrued compensation and bene 122 177
Deferred net revenue (othe 10z 102
Accrued and other current liabiliti $ 62C $ 717

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

Deferred Net Revenue (Packaged Goods and Digitahteat)

Deferred net revenue (packaged goods and digitdakot) was $490 million as of June 30, 2010 and3$#dlion as of March 31, 2010.
Deferred net revenue (packaged goods and digitakat) includes the unrecognized revenue from (bdked sales of certain online-enabled
packaged goods and digital content for which eiteido not have vendor-specific objective evideofciir value (“VSOE”) for the online
service that we provide in connection with the sdlthe software or we have an obligation to previdture incremental unspecified digital
content, (2) certain packaged goods sales of nelgsinultiplayer online role-playing games, and ¢8)es of certain incremental content
associated with our core subscription servicesahatonly be played online, which are types of ‘hmitransactions.” We recognize revenue
from sales of online-enabled packaged goods arithbggpntent for which (1) we do not have VSOE tioe online service that we provided in
connection with the sale and (2) we have an obtigab deliver incremental unspecified digital camttin the future without an additional fee
on a straight-line basis generally over an estichabe month period beginning in the month aftepsiént. However, we expense the cost of
goods sold related to these transactions duringehied in which the product is delivered (ratheart on a deferred basis).

(9) INCOME TAXES

We estimate our annual effective tax rate at tiieadreach quarterly period, and we record the fieceof certain discrete items, which are
unusual or occur infrequently, in the interim pdrin which they occur, including changes in judgtreout deferred tax valuation allowances.
In addition, jurisdictions with a projected loss the year or a year-to-date loss where no taxfiiera be recognized are excluded from the
estimated annual effective tax rate. The impastugh an exclusion could result in a higher or loaféective tax rate during a particular quarter
depending on the mix and timing of actual earnvgsus annual projections.

We recognize deferred tax assets and liabilitied&th the expected impact of differences betwaerfinancial statement amount and the tax
basis of assets and liabilities and for the exgefiteure tax benefit to be derived from tax losaed tax credit carry forwards. We record a
valuation allowance against deferred tax assetsithie considered more likely than not that allbgoortion of our deferred tax assets will not
be realized. In making this determination, we &auired to give significant weight to evidence tbat be objectively verified. It is generally
difficult to conclude that a valuation allowanceni®t needed when there is significant negativeend, such as cumulative losses in recent
years. Forecasts of future taxable income are dersil to be less objective than past results,qodaitly in light of the economic environme
Therefore, cumulative losses weigh heavily in therall assessment. Based on the assumptions anider®gnts noted above, we have
recorded a valuation allowance against most oflh8r. deferred tax assets. In addition, we expeptdwide a valuation allowance on future
U.S. tax benefits until we can sustain a levelrofifability or until other significant positive @ence arises that suggest that these benefits are
more likely than not to be realized.

The tax benefit reported for the three months erdded 30, 2010 is based on our projected annuedtefé tax rate for fiscal year 2011, and
also includes certain discrete tax benefits reambtieing the period. Our effective tax rates far three months ended June 30, 2010 and 2009
were a tax benefit of 3.4 percent and 9.0 pereespectively. The effective tax rate for the thmeenths ended June 30, 2010 differs from the
statutory rate of 35.0 percent primarily due to .UdSses for which no benefit is
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recognized and non-U.S. losses with a reducedrortag benefit, partially offset by tax benefit¢ated to the expiration of statutes of
limitations and resolution of examinations by taxauthorities. The effective tax rate for the thmeenths ended June 30, 2010 differs from the
same period in fiscal year 2010 primarily due teager tax benefits recorded in fiscal year 2018teel to the expiration of statutes of
limitations and reductions in the valuation allowaron U.S. deferred tax assets.

On May 27, 2009, the Ninth Circuit Court of Appeétse “Court”) overturned a 2005 Tax Court decis{t2009 Decision”) inXilinx Inc. v.
Commissione(“Xilinx”). The Court’s 2009 Decision (which was Bsequently withdrawn on January 13, 2010) chanigedax treatment of
share-based compensation expenses for the purpde&eomining intangible development costs undeertity’s research and development
cost sharing arrangement. As a result of this dagisve recorded additional reserves for unrecaghiax benefits of approximately $59
million during the three months ended June 30, 2T0@se reserves related primarily to windfall bexefits recognized for stock-based
compensation, and were therefore recorded as liedadh paid-in capital. A portion of the additidmeserves for unrecognized tax benefits
recorded as a result of the 2009 decision wereidsel as a source of taxable income in determimiag/aluation allowance we recorded at
June 30, 2009. As a result, we recorded a tax bexfefpproximately $11 million in the three montsded June 30, 2009 for the
corresponding reduction in the valuation allowance.

During the three months ended June 30, 2009, weded approximately $21 million of previously unogaized tax benefits and reduced our
accrual for interest and penalties by approxima$dl® million due to the expiration of statutesiofitation in the United Kingdom.

During the three months ended June 30, 2010, weded a net decrease of $9 million in gross unreizegl tax benefits. The total gross
unrecognized tax benefits as of June 30, 2010698 $allion, of which approximately $35 million walibe offset by prior cash deposits to tax
authorities for issues pending resolution. A peortid our unrecognized tax benefits will affect efiective tax rate if they are recognized upon
favorable resolution of the uncertain tax positiohs of June 30, 2010, if recognized, approxima$l20 million of the unrecognized tax
benefits would affect our effective tax rate angragimately $133 million would result in adjustment deferred tax assets with correspon
adjustments to the valuation allowance.

During the three months ended June 30, 2010, weded a net decrease in tax of $2 million for aedrinterest and penalties related to tax
positions taken on our tax returns. As of June2B0 the combined amount of accrued interest andlfies related to uncertain tax positions
included in income tax obligations on our CondenSedsolidated Balance Sheet was approximately $Bibm

The IRS has completed its examination of our fddac@me tax returns through fiscal year 2005. Adune 30, 2010, the IRS had proposed,
and we had agreed to, certain adjustments to auetarns for fiscal years 2000 through 2005. Ttiects of these adjustments have been
considered in estimating our future obligationsuforecognized tax benefits and are not expectédie a material impact on our financial
position or results of operations. As of June 3,&® we had not agreed to certain other proposgstagents for fiscal years 2000 through
2005, and those issues were pending resolutionthéhRS. Furthermore, the IRS has commenced amieation of our fiscal year 2006, 20
and 2008 tax returns. We are also currently unttsrme tax examination in Canada for fiscal yeaf26hd 2005, and in France for fiscal
years 2006 through 2008. We remain subject to irctam examination for several other jurisdictiomsluiding Canada for fiscal years af
2001, in France for fiscal years after 2008, inr@amy for fiscal years after 2007, in the United ¢dom for fiscal years after 2008, and in
Switzerland for fiscal years after 2007.

The timing of the resolution of income tax examio@as is highly uncertain, and the amounts ultimapelid, if any, upon resolution of the
issues raised by the taxing authorities may diffaterially from the amounts accrued for each y&kihough potential resolution of uncertain
tax positions involve multiple tax periods and §dlictions, it is reasonably possible that a reductif up to $70 million of the reserves for
unrecognized tax benefits may occur within the ri&xmonths, some of which, depending on the natiitiee 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 ultiméiteing and nature of any settlements.
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(10) COMMITMENTS AND CONTINGENCIES
Lease Commitments

As of June 30, 2010, we leased certain of our atifeeilities, furniture and equipment under nomaaable operating lease agreements. We
were required to pay property taxes, insurancenanchal maintenance costs for certain of theseif@sland any increases over the base year
of these expenses on the remainder of our fagilitie

Development, Celebrity, League and Content Licend®gyments and Commitments

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

In addition, we have certain celebrity, league eotent license contracts that contain minimum goi@e payments and marketing
commitments that may not be dependent on any delies. Celebrities and organizations with whomhaee contracts include: FIFA,
FIFPRO Foundation, FAPL (Football Association Prentieague Limited), and DFL Deutsche FuR3ball LigabBl (German Soccer League)
(professional soccer); National Basketball Assdaafprofessional basketball); PGA TOUR and Tigesdlls (professional golf); National
Hockey League and NHL Players’ Association (prafesal hockey); Warner Bros. (Harry Potter); NatibRaotball League Properties,
PLAYERS Inc., and Red Bear Inc. (professional fatlijb Collegiate Licensing Company (collegiate foat and basketball); ESPN (content in
EA SPORTS games); Hasbro, Inc. (most of Hasbrg/satwl game intellectual properties); and the EsibRobert Ludlum (Robert Ludlum
novels and films). These developer and contenbdieecommitments represent the sum of (1) the cagments due under non-royalty-bearing
licenses and services agreements and (2) the mimiguaranteed payments and advances against r@yditgeunder royalty-bearing licenses
and services agreements, the majority of whictcarglitional upon performance by the counterparhese minimum guarantee payments and
any related marketing commitments are includedhéntable below.

The following table summarizes our minimum contuatobligations as of June 30, 2010 (in millions):

Contractual Obligations
Developer/

Licensor Other
Leases Commitments Purchase

Fiscal Year Ending March 31, (@) (b) Marketing Obligations Total

2011 (remaining nine month $ 37 $ 18¢ $ 74 $ 2 $ 302
2012 39 28C 51 — 37C
2013 32 19€ 53 — 281
2014 23 29 41 — 93
2015 18 28 15 — 61
Thereaftel 21 612 92 — 72t
Total $17C $ 1,33¢ $ 32€ $ 2 $1,83:

@ Lease commitments have not been reduced by minisubviease rentals for unutilized office space tesyfrom our reorganization

activities of approximately $13 million due in theure under nao-cancelable si-leases

(®) Developer/licensor commitments include $7 millidrtommitments that have been recorded in curretii@mc-term liabilities and

corresponding amount in current and long-term aseetur Condensed Consolidated Balance Sheetamef30, 2010 because payment
is not contingent upon performance by the developéicensor.

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

In addition to what is included in the table abageof June 30, 2010, we had a liability for unretopgd tax benefits and an accrual for the
payment of related interest totaling $264 milliohwhich approximately $35 million is offset by pricash deposits to tax authorities for issues
pending resolution. For the remaining liability, e unable to make a reasonably reliable estiofatden cash settlement with a taxing
authority will occur.
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In addition to what is included in the table abageof June 30, 2010, in connection with our actjaisiof Playfish in fiscal year 2010, we may
be required to pay additional variable cash comatétn that is contingent upon the achievementofain performance milestones through
December 31, 2011. The additional consideratidimised to a maximum of $100 million.

Legal Proceedings

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

(11) STOCK-BASED COMPENSATION
Valuation Assumptions

We are required to estimate the fair value of siased payment awards on the date of grant. Wemnézm compensation costs for stock-based
payment transactions to employees based on tragit-gate fair value on a straight-line approachr ¢ive service period for which such awards
are expected to vest. The fair value of restristedk units and restricted stock is determined dbasethe quoted market price of our common
stock on the date of grant. The fair value of stoptions and stock purchase rights granted purdoasir equity incentive plans and our 2000
Employee Stock Purchase Plan (“ESPP”), respectii®lyetermined using the Black-Scholes valuatiadeh The fair value of our stock
options is based on the multiple-award valuatiothme. The determination of fair value is affectgdoir stock price, as well as assumptions
regarding subjective and complex variables suaxascted employee exercise behavior and our exgpbetitek price volatility over the
expected term of the award. Generally, our assumgtare based on historical information and judgrizerequired to determine if historical
trends may be indicators of future outcomes. Thedssumptions for the Black-Scholes valuation dat@n are:

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

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

. Expected tern. The expected term represents the weighted-aveexied the stock options are expected to remaistanding. The
expected term is determined based on historicatesesbehavior, post-vesting termination patteomions outstanding and future
expected exercise behavi

. Expected dividenc.
The estimated assumptions used in the Black-Schalestion model to value our stock option granésenas follows:

Three Months Ended

June 30,
2010 2009
Risk-free interest rat 1.2-2.4% 1.8-3.0%
Expected volatility 41-44%  43- 48%
Weightec-average volatility 43% 46%
Expected tern 4.4year 4.1 year
Expected dividend None None

There were no ESPP shares valued or issued dinénigntee months ended June 30, 2010 and 2009.

Stock-Based Compensation Expense

Employee stockased compensation expense recognized during e tonths ended June 30, 2010 and 2009 was deltidased on awar
ultimately expected to vest and has been reduaegktimated forfeitures. In subsequent periodactfial forfeitures differ from those estima
an adjustment to stock-based compensation expetideewecognized at that time.
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The following table summarizes stock-based compersaxpense resulting from stock options, restdcitock, restricted stock units and our
ESPP included in our Condensed Consolidated StatsméOperations (in millions):

Three Months Ended

June 30,
2010 2009
Cost of goods sol $ 1 $ 1
Marketing and sale 4 3
General and administratiy 12 5
Research and developmt 30 24
Stocl-based compensation expense, net o $ 47 $ 33

During the three months ended June 30, 2010 and, 209did not recognize any provision for or betieéim income taxes related to our
stock-based compensation expense.

As of June 30, 2010, our total unrecognized comg@ms cost related to stock options was $63 milkod is expected to be recognized over a
weightedaverage service period of 2.1 years. As of Jun@@00, our total unrecognized compensation coataélto restricted stock, restric
stock units and notes payable in shares of comrumk §collectively referred to as “restricted sta@hts”) was $355 million (inclusive of
approximately $38 million of additional remainingrapensation cost associated with our Employee Stgtlon Exchange Program in fiscal
year 2010) and is expected to be recognized owaighte-average service period of 1.9 years. Of the $3Btomof unrecognized
compensation cost above, $24 million relates téoperance-based restricted stock units that we ceasmgnizing stock-based compensation
expense during fiscal year 2010 because we detechtirat they were neither probable nor improbabkchievement.

Stock Options
The following table summarizes our stock optioriatyt for the three months ended June 30, 2010:
Weighted-
Average
Weighted- Remaining Aggregate
Options Average Contractual Intrinsic Value
(in thousands Exercise Price Term (in years) (in millions)
Outstanding as of March 31, 20 16,13: $ 30.2¢
Granted 67 17.6¢
Exercisec (64) 16.4¢
Forfeited, cancelled or expire (972 33.07
Outstanding as of June 30, 2C 15,16: 30.1¢( 5.8 $ —
Exercisable as of June 30, 2(C 9,11¢ 35.47 4.C $ —

The aggregate intrinsic value represents the potatax intrinsic value based on our closing steé&e as of June 30, 2010, which would have
been received by the option holders had all thengtolders exercised their options as of that.dete weighted-average grant date fair values
of stock options granted during the three montttednJune 30, 2010 and 2009 were $6.46 and $84}&atvely. We issue new common
stock from our authorized shares upon the exeofiséock options.
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Restricted Stock Rights

The following table summarizes our restricted stagkts activity, excluding performance-based iiettd stock unit activity discussed below,
for the three months ended June 30, 2010:

Restricted Stocl

Weighted-
Rights Average Grant
(in thousands) Date Fair Value
Balance as of March 31, 20 14,30( $ 24.4*
Granted 5,39¢ 17.6¢
Vested (979) 16.5¢
Forfeited or cancelle (360 17.07
Balance as of June 30, 20 18,36¢ 23.01

The weighted-average grant date fair value ofiestt stock rights is based on the quoted markee mf our common stock on the date of
grant. The weighted-average grant date fair vatdiesstricted stock rights granted during the thremths ended June 30, 2010 and 2009 were
$17.65 and $20.76, respectively.

Performance-Based Restricted Stock Units

The weighted-average grant date fair value of perémce-based restricted stock units is based oqubted market price of our common stock
on the date of grant. There was no performanceeb@stricted stock unit activity during the threenths ended June 30, 2010. The weighted-
average grant date fair value of performance-besstdicted stock units granted during the threetimoended June 30, 2009 was $21.04.

Annual Meeting of Stockholders

At our Annual Meeting of Stockholders, held on Aagh, 2010, our stockholders approved amendmernsrtd000 Equity Incentive Plan (the
“Equity Plan”) to (1) increase the number of shaethorized for issuance under the Equity Plan.Bynillion shares and (2) remove the
provision that provides for automatic grants to wan-employee directors upon appointment to our@o&Directors and annually upon re-
election. Our stockholders also approved an amentitoghe ESPP to increase the number of sharesrzed under the ESPP by 2 million
shares.

(12) COMPREHENSIVE LOSS

We classify items of other comprehensive incomssjdy their nature in a financial statement asgldy the accumulated balance of other
comprehensive income separately from retained egsrand paid-in capital in the equity section af lmalance sheets. Accumulated other
comprehensive income primarily includes foreignrency translation adjustments, and the net of taguats for unrealized gains (losses) on
investments and unrealized gains (losses) on demvimstruments designated as cash flow hedgeeidtocurrency translation adjustments
not adjusted for income taxes as they relate tefinide investments in non-U.S. subsidiaries.

The change in the components of comprehensivenessf related immaterial taxes, for the three theended June 30, 2010 and 2009 is
summarized as follows (in millions):

Three Months Ended

June 30,
2010 2009

Net income (loss $ 96 $ (239
Other comprehensive income (los

Change in unrealized gains (losses) on investn (89) 77

Reclassification adjustment for losses realizethgastment: 5 15

Change in unrealized losses on derivative instrusr @ 2

Reclassification adjustment for losses (gains)izedlon derivative instrumen 1 2

Foreign currency translation adjustme (312) 37

Total other comprehensive income (lo (115) 12¢

Total comprehensive lo: $ (19 $ (109
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(13) NET INCOME (LOSS) PER SHARE

The following table summarizes the computationbasic earnings per share (“Basic EPS”) and diletethings per share (“Diluted EPS”).
Basic EPS is computed as net income (loss) diVilgetthe weighted-average number of common sharesamating for the period. Diluted EPS
reflects the potential dilution that could occwrfr common shares issuable through stock-based ecmafien plans including stock options,
restricted stock, restricted stock units, commaolsthrough our ESPP, warrants and other conversibturities using the treasury stock
method.

Three Months Ended

June 30,

(In millions, except per share data’ 2010 2009
Net income (loss $ 9% $ (239
Shares used to compute net income (loss) per <

Weighte-average common stock outstand- basic 32¢ 328

Dilutive potential common shart 4 —

Weighte-average common stock outstand- diluted 332 323
Net income (loss) per shal

Basic $ 02¢ $ (0.79

Diluted $ 02¢ $ (0.7

As a result of our net loss for the three monthdeeniune 30, 2009, we have excluded certain egaggd instruments from the diluted loss
share calculation as their inclusion would have &adntidilutive effect. Had we reported net incdiorethe period, an additional 1 million
shares of common stock would had been includedeémtimber of shares used to calculate diluted mgsrper share for the three months er
June 30, 2009.

Options to purchase and restricted stock unitsrasilicted stock to be released in the amount ohifiion shares and 38 million shares of
common stock were excluded from the computatiodiloted shares for the three months ended Jun2@® and 2009, respectively, as their
inclusion would have had an antidilutive effectr Boe three months ended June 30, 2010 and 200%edlghted-average exercise prices of
these shares were $23.01 and $36.89 per sharectiosyy.

(14) SEGMENT INFORMATION

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

Our business is currently organized around thregaing labels, EA Games, EA SPORTS and EA Plawedlsas EA Interactive, which

reports into our Publishing Organization. Our COPddularly receives separate financial informationdistinct businesses within the EA
Interactive organization, including EA Mobile, Pogid Playfish. Accordingly, in assessing perforngasied allocating resources, our CODM
reviews the results of our three Labels, as welhaperating segments in EA Interactive, inclgddA Mobile, Pogo and Playfish. Due to
their similar economic characteristics, products] distribution methods, EA Games, EA SPORTS, aAdPly’s results are aggregated into
one Reportable Segment (the “Label segment”) awshelow. The remaining operating segments’ reguksnot material for separate
disclosure and are included in the reconciliatibhabel segment profit to our consolidated opeaticome (loss) below. In addition to
assessing performance and allocating resourced baseur operating segments as described hereinletsser degree, our CODM also reviews
results based on geographic performance.
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The following table summarizes the financial pemiance of the Label segment and a reconciliatich@iabel segment’s profit to our
consolidated operating income (loss) for the thmeaths ended June 30, 2010 and 2009 (in millions):

Three Months Ended

June 30,
2010 2009
Label segment
Net revenue before revenue defe $ 43C $ 73¢
Depreciation and amortizatic (12) (15)
Other expense (416) (637)
Label segment prof 3 87
Reconciliation to consolidated operating incomag)c
Other:
Revenue deferr: (31¢) (3849
Recognition of revenue deferi 594 212
Other net revenu 10¢ 77
Depreciation and amortizatic (35 (32
Other expense (255) (20%)
Consolidated operating income (lo $ 98 $ (245

Label segment profit differs from our consolidatgzbrating income (loss) primarily due to the exidof (1) certain corporate and other
functional costs that are not allocated to the Llgl@) the deferral of certain net revenue relatednline-enabled packaged goods and digital
content (see Note 8 of the Notes to Condensed Udatx Financial Statements), and (3) the resiliSA Mobile, Pogo, Playfish, and our
Switzerland distribution revenue that has not kedatated to the Labels. Our CODM reviews asseta oconsolidated basis and not on a
segment basis.

Information about our total net revenue by platfdanthe three months ended June 30, 2010 and Qf@¥@sented below (in millions):

Three Months Ended

June 30,
2010 2009
Consoles
Xbox 360 $ 262 $ 73
PLAYSTATION 3 20¢ 121
Wii 40 161
PlayStation 2 11 27
Total Console: 522 382
PC 18¢€ 124
Wireless Platform
Mobile 52 50
PSP 19 38
Nintendo DS 11 28
Total Wireless 82 11€
Other 25 22
Total Net Revenu $ 81t $ 644
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Information about our operations in North AmeriEayope and Asia as of and for the three monthsdeddee 30, 2010 and 2009 is presented
below (in millions):

Three Months Ended

June 30,
2010 2009
Net revenue from unaffiliated customa
North America $ 451 $ 34:
Europe 317 25¢
Asia 47 43
Total $ 81t $ 644
As of June 30,
2010 2009
Long-lived asset:
North America $ 1,328 $ 1,15(
Europe 432 16¢
Asia 34 44
Total $ 1,791 $ 1,367

Our direct sales to GameStop Corp. and Wal-ManteStdnc. represented approximately 14 percentlAngercent of total net revenue for the
three months ended June 30, 2010, respectivelyappiximately 13 percent and 12 percent of tatakavenue for the three months ended
June 30, 2009, respectively.

(15) COLLABORATIVE ARRANGEMENTS

FASB ASC 808 defines collaborative arrangementsemtablishes reporting requirements for transastimween participants in a
collaborative arrangement and between patrticiparttse arrangement and third parties. FASB ASC @d&ot have a significant impact on
our Condensed Consolidated Financial Statementhéathree months ended June 30, 2010 and 2009.

(16) IMPACT OF RECENTLY ISSUED ACCOUNTING STANDARDS

In October 2009, the FASB issued Accounting Stasslalpdate (“ASU”) 2009-1Revenue Recognition (Topic 665\ ultiple-Deliverable
Revenue Arrangemer. This guidance modifies the fair value requiremeftFASB ASC subtopic 605-2BRevenue Recognition-Multiple
Element Arrangemen, by allowing the use of the “best estimate ofisglprice” in addition to vendor specific objectiggidence and third-
party evidence for determining the selling priceafeliverable. This guidance establishes a setliicg hierarchy for determining the selling
price of a deliverable, which is based on: (a) werspecific objective evidence, (b) third-partydesce, or (c) estimates. In addition, the
residual method of allocating arrangement constaeras no longer permitted. ASU 2009-13 is effeetfor fiscal years beginning on or after
June 15, 2010. We do not expect the adoption of 2808-13 to have a material impact on our Condefsrtholidated Financial Statements.

In October 2009, the FASB issued ASU 20099dftware (Topic 985} Certain Revenue Arrangements that Include SoftEéements This
guidance modifies the scope of FASB ASC subtopk:-665,Software-Revenue Recognitioiw exclude from its requirements non-software
components of tangible products and software compisnof tangible products that are sold, licensetgased with tangible products when the
software components and non-software componerntsedfngible product function together to deliver tangible product’s essential
functionality. ASU 2009-14 is effective for fiscatars beginning on or after June 15, 2010. We dexject the adoption of ASU 2009-14 to
have a material impact on our Condensed Consotidateancial Statements.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Electronic Arts Inc.:

We have reviewed the condensed consolidated batdres of Electronic Arts Inc. and subsidiarieg @ompany) as of July 3, 2010, the
related condensed consolidated statements of apesatnd cash flows for the three-month periodsdnnlly 3, 2010 and July 4, 2009. These
condensed consolidated financial statements anegiponsibility of the Company’s management.

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

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

We have previously audited, in accordance withdsaahs of the Public Company Accounting Oversighamio(United States), the consolidated
balance sheet of Electronic Arts Inc. and subsiesaas of April 3, 2010, and the related consodidattatements of operations, stockholders’
equity and comprehensive loss, and cash flowshorear then ended (not presented herein); andrireport dated May 28, 2010, we
expressed an unqualified opinion on those condelitiinancial statements. In our opinion, the infation set forth in the accompanying
condensed consolidated balance sheet as of AfR0T), is fairly stated, in all material respeatgelation to the consolidated balance sheet
from which it has been derived.

/s KPMG LLP

Mountain View, Californie
August 9, 201(

25



Table of Contents

ltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
CAUTIONARY NOTE ABOUT FORWARD -LOOKING STATEMENTS

This Quarterly Report contains forward-looking statements within the meaning of the Private Securitiekitigation Reform Act of 1995.
All statements, other than statements of historicaflact, made in this Quarterly Report are forward looking. Examples of forward-
looking statements include statements related to @ustry prospects, our future economic performancericluding anticipated revenues
and expenditures, results of operations or financigosition, and other financial items, our businesglans and objectives, including our
intended product releases, and may include certaiassumptions that underlie the forward-looking statenents. We use words such as
“anticipate,” “believe,” “expect,” “intend,” “estim ate” (and the negative of any of these terms), “fure” and similar expressions to help
identify forward-looking statements. These forwardlooking statements are subject to business and eammic risk and reflect
management’s current expectations, and involve suégts that are inherently uncertain and difficult to predict. Our actual results could
differ materially from those in the forward-looking statements. We will not necessarily update inforntaon if any forward-looking
statement later turns out to be inaccurate. Risksrad uncertainties that may affect our future resultsinclude, but are not limited to,
those discussed in this report under the heading “Bk Factors” in Part Il, ltem 1A, as well as in our Annual Report on Form 10-K for
the fiscal year ended March 31, 2010 as filed witthe Securities and Exchange Commission (“SEC”) on Ky 28, 2010 and in other
documents we have filed with the SEC.

OVERVIEW

The following overview is a top-level discussionoafr operating results, as well as some of thedgemd 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, 2010, as well as our future prospects Jurnmary is not intended to be exhaustive, nibiinsended to be a substitute for the detailed
discussion and analysis provided elsewhere inRbisn 10-Q, including in the remainder of “Managet®Discussion and Analysis of
Financial Condition and Results of Operations,”siRFactors,” and the Condensed Consolidated Fiab8tatements and related notes.
Additional information can be found in the “Busisésection of our Annual Report on Form 10-K foe fiscal year ended March 31, 2010 as
filed with the SEC on May 28, 2010 and in otherwloents we have filed with the SEC.

About Electronic Arts

We develop, market, publish and distribute videmgaoftware and content that can be played by coesion a variety of platforms,
including video game consoles (such as the PLAYSION® 3, Microsoft Xbox 360™ and Nintendo Wii™), pergal computers, handheld
game players (such as the PlayStation PortableQ™3 and the Nintendo DS™), mobile devices (suchekilar and smart phones
including the Apple iPhone™) and wireless deviagshsas the Apple iPadt . Some of our games are lmasedntent that we license from
others (e.g., FIFA Soccer, Madden NFL Football,rif&otter™, and Hasbre'toy and game intellectual properties), and sohmiogames ar
based on our own whollgwned intellectual property (e.g., The Sims™, NeedSpeed™, and Dead Space™). Our goal is to gulities with
global mass-market appeal, which often means ttingland localizing them for sale in non-Engligleaking countries. In addition, we also
attempt to create software game “franchises” thatvaus to publish new titles on a recurring bakit are based on the same property.
Examples of this franchise approach are the ariterations of our sportbased products (e.g., FIFA Soccer, Madden NFL Fadiotind NCA/
® Football), wholly-owned properties that can be ssstully sequeled (e.g., The Sims, Need for SpeddBattlefield) and titles based on long-
lived literary and/or movie properties (e.g., HaPgtter).

Financial Results

Total net revenue for the three months ended JOn2®L.0 was $815 million, up $171 million as congghio the three months ended June 30,
2009. At June 30, 2010, deferred net revenue aaeacwith sales of online-enabled packaged goodsi@ital content decreased by $276
million as compared to March 31, 2010, directlyreéasing the amount of reported net revenue duhieghtree months ended June 30, 2010. At
June 30, 2009, deferred net revenue associatedsaligs of online-enabled packaged goods and daitgkent increased by $172 million as
compared to March 31, 2009, directly reducing ti@ant of reported net revenue during the three hsoehded June 30, 2009. Without these
changes in deferred net revenue, reported net ueveéecreased by approximately $277 million durirggthree months ended June 30, 2010 as
compared to the three months ended June 30, 2@29eMenue for the three months ended June 30, 2&K)driven byBattlefield: Bad
Company™ 2, FIFA 1GandDragon Age™: Origins
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Net income for the three months ended June 30, 2850696 million as compared to a net loss of $28Hon for the three months end:

June 30, 2009. Diluted earnings per share forttteetmonths ended June 30, 2010 was $0.29 as cedmoaa diluted loss per share of $0.72
for the three months ended June 30, 2009. Net irdanreased during the three months ended Jur2020,as compared to the three months
ended June 30, 2009 primarily as a result of (liparease of $171 million in net revenue, (2) a #8lion decrease in cost of goods sold, (3) a
$37 million decrease in research and developmesiscand (4) a $37 million decrease in marketirgysales expenses. These amounts were
partially offset by a $21 million decrease in oenbfit from income taxes.

During the three months ended June 30, 2010, we $648 million of cash in operating activities asnpared to using $328 million of cash
the three months ended June 30, 2009. The dedreaeash used in operating activities for the thremths ended June 30, 2010 as compar
the three months ended June 30, 2009 was printréyto (1) a decrease in our gross accounts rdgeibalances as a result of an earlier
release schedule and a decrease of our first quilee, (2) a decrease in external developmedtcaamtracted services as part of our cost
reduction initiatives, and (3) a decrease in mamkgeand advertising expenses.

Trends in Our Business

Economic EnvironmenOverall consumer spending has declined as a rektiie national and global economic downturn. Retaiglobally
continue to take a conservative stance in ordeyarge inventory. We believe that the continued dedlh the packaged goods sector
contributed to the lower than anticipated demamafo products during the 2009 holiday selling s@asVe remain cautious about our future
sales in light of the economic environment andittgact it has had on our business.

Current Generation Game Consol&deo game hardware systems have historically Hifd aycle of four to six years, which causes vigeo
game software market to be cyclical as well. Theesu cycle began with Microsoft’'s launch of theo%ti360 in 2005, and continued in 2006
when Sony and Nintendo launched their next-germraystems, the PLAYSTATION 3 and the Wii, respagdti. Unlike past cycles, we
believe this current cycle may be extended, paldly to the growth of online gaming services andamnthe greater graphic and processing
power of the current-generation hardware and ttredaction of new peripherals. However, growthhe tnstalled base of users of the Xbox
360, the PLAYSTATION 3 and the Wii may slow downlight of the economic environment. Consequently,industry may experience a
decline.

Wireless Platforms Advances in wireless technology have resulteamariety of new and evolving platforms for on-the-interactive
entertainment that appeal to a broad consumer Baseefforts in wireless interactive entertainmard focused in two areas — packaged goods
games for handheld game systems and downloadatnlesg@r mobile devices. We expect sales of gamesddile devices to continue to be
an important part of our business worldwide.

Catalog Sales The video game industry is experiencing a changetail sales patterns which is decreasing reedram catalog sales (sales
games in the periods following the launch quar@drrently, many console games experience salds<titat are shorter than in the past. To
mitigate this trend, we offer our consumers a diteeconsumer service (such as “head-to-head” ptagther multiplayer options) and/or
additional content available through online sersitefurther enhance the gaming experience anchéxtes time that consumers play our
games after their initial purchase. We anticipbhteg tn some cases these additional online serwidkalso generate revenue to mitigate the
effect of reduced catalog sales.

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

Concentration of Sales Among the Most Popular Gariiés see a larger portion of packaged goods gaaies soncentrated on the most
popular titles, and that those titles are typicaltguels of prior games. We have reacted to thigltby significantly reducing the number of
games that we produce to provide greater focusuomost promising intellectual properties.

Digital Content Distribution and Servict. Consumers are spending an ever-increasing pasfitreir money and time on interactive
entertainment that is accessible online, or thraugbile digital devices such as smart phones, uthh social networks such as Facebook and
MySpace. We provide a variety of online deliveredducts and services. Many of our games that aaadnle as packaged good products are
also available through direct online download tigtothe Internet (from websites we maintain and rstitigat we license). We also offer online
delivered content and services that are add-onslated
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to our packaged goods products such as additi@mégontent or enhancements of multiplayer servie@sher, we provide other games,
content and services that are available only \@atsdnic delivery, such as Internet-only gamesgarde services, and games for mobile
devices. Advances in mobile technology have redufte variety of new and evolving devices thatlzeig used to play games by an ever-
broadening base of consumers. We have respondbedge advances in technology, and consumer acoeptéwligital distribution, by offering
subscription services, online downloads for a ome-ffee, and advertising-supported free games antegites. We expect online delivery of
games and game services to be an increasing paut #fusiness going forward.

Recent Developments

International Operations and Foreign Currency Exnga Impactinternational salesi(e., revenue derived from countries other than Canada
and the United States), are a fundamental partiobosiness. Net revenue from international satesunted for approximately 45 percent of
our total net revenue during the three months edded 30, 2010 and approximately 47 percent ofaial net revenue during the three mor
ended June 30, 2009. We believe that in orderdoed internationally, it is important to locallgwlop content that is specifically directed
toward local cultures and customs. Our net revesiuapacted by foreign exchange rates during tpenteng period associated with our net
revenue before revenue deferral as well as thégioexchange rates associated with the recogmnitfi@ur deferred net revenue of online-
enabled packaged goods and digital content that established at the time we recorded this defere¢édevenue on our Condensed
Consolidated Balance Sheets. The foreign exchaatge during the reporting period may not always eniavhe same direction as the foreign
exchange rate impact associated with the recognitimur deferred net revenue of online-enabledk@ged goods and digital content. During
the three months ended June 30, 2010, foreign egehates had an overall favorable impact on otrevenue of approximately $26 million,
or 4 percent. In addition, our international inveshts and our cash and cash equivalents denomiimaftectign currencies are subject to
fluctuations in foreign currency. If the U.S. dolktrengthens against these currencies, then foeighange rates may have an unfavorable
impact on our results of operations and our finaln@dndition.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

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

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

Revenue Recognition, Sales Returns, Allowances Biad Debt Reserves

We derive revenue principally from sales of int¢iracsoftware games designed for play on video gaomsoles (such as the PLAYSTATION
3, Xbox 360 and Wii), PCs, handheld game playarsh(s&s the PSP and Nintendo DS), mobile deviceh (s cellular and smart phones
including the Apple iPhone) and wireless deviceshsas the Apple iPad. We evaluate revenue recogriiiased on the criteria set forth in
Financial Accounting Standards Board (“FASB”) Acating Standards Codification (*“ASC”) 985-6050ftware: Revenue Recognitipand
Staff Accounting Bulletin (“SAB”) No. 104Revenue RecognitiotWe evaluate and recognize revenue when all fbthveofollowing criteria
are met:

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

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

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

. Collection is deemed probakt. We conduct a credit review of each customer weolin a significant transaction to determine
creditworthiness of the customer. Collection isrded probable if we expect the customer to be abp@y amounts under the
arrangement as those amounts become due. If werdegethat collection is not probable, we recogmeeenue when collection
becomes probable (generally upon cash collect
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Determining whether and when some of these criteaige been satisfied often involves assumptionsr@anthgement judgments that can he
significant impact on the timing and amount of newe we report in each period. For example, for ipleltelement arrangements, we must
make assumptions and judgments in order to (1ymiéte whether and when each element has been gEliv@) determine whether
undelivered products or services are essentifedinctionality of the delivered products and gas, (3) determine whether VSOE exists for
each undelivered element, and (4) allocate thé¢ poize among the various elements we must deli@banges to any of these assumptions or
management judgments, or changes to the elemeatsdfiware arrangement, could cause a materigdase or decrease in the amount of
revenue that we report in a particular period.

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

the consumer does not take possession of the Idigitéent as a service transaction and, accordinghyrecognize the associated revenue over
the estimated service period. In other transactianthe date we sell the software product we fzawvebligation to provide incremental
unspecified digital content in the future withoatadditional fee. In these cases, we account fs#be of the software product as a multiple
element arrangement and recognize the revenueswaight-line basis over the estimated period ofigplay.

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

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

In certain countries, from time to time, we dedidg@rovide price protection for our software progudVhen evaluating the adequacy of sales
returns and price protection allowances, we anatyzi®rical returns, current sell-through of distiior and retailer inventory of our software
products, current trends in retail and the videmgaegment, changes in customer demand and accemfour software products, and other
related factors. In addition, we monitor the voluafisales to our channel partners and their invegpas substantial overstocking in the
distribution channel could result in high returmshiher price protection costs in subsequent pstio

In the future, actual returns and price protectioray materially exceed our estimates as unsolavaoét products in the distribution channels
are exposed to rapid changes in consumer prefesemzgket conditions or technological obsolesceheeto new platforms, product update
competing software products. For example, theafghroduct returns and/or price protection for eaftware products may continue to incre
as the PlayStation 2 console moves through itsyifie. While we believe we can make reliable estémaegarding these matters, these
estimates are inherently subjective. Accordindlypuir
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estimates changed, our returns and price proteptgerves would change, which would impact thd twearevenue we report. For example, if
actual returns and/or price protection were sigaifitly greater than the reserves we have estatl|isie actual results would decrease our
reported total net revenue. Conversely, if actaalms and/or price protection were significanglgd than our reserves, this would increase our
reported total net revenue. In addition, if oufreates of returns and price protection relatednine-enabled packaged goods software
products change, the amount of deferred net revereucognize in the future would change.

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

Fair Value Estimates

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

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

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

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

Assessment of Impairment of Goodwill, Intangibdesl Other Lon-Lived AssetsCurrent accounting standards require that we assess
recoverability of our finite lived acquisition-réda intangible assets and other long-lived assh&never events or changes in circumstances
indicate the remaining value of the assets recootlegur Condensed Consolidated Balance Sheetsdntfadly impaired. In order to determine
if a potential impairment has occurred, managenrergt make various assumptions about the estimateddiue of the asset by evaluating
future business prospects and estimated cash fleavssome assets, our estimated fair value is aperupon predicting which of our produ
will be successful. This success is dependent spwaral factors, which are beyond our control, agtvhich operating platforms will be
successful in the marketplace. Also, our revenukeamnings are dependent on our ability to meepoeduct release schedules.
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We are required to perform a two-step approacksbrtg goodwill for impairment for each reportingittannually, or whenever events or
changes in circumstances indicate the fair value refporting unit is below its carrying amount. @eporting units are determined by the
components of our operating segments that corstitiusiness for which (1) discrete financial infation is available and (2) segment
management regularly reviews the operating resiitisat component. We are required to perform mhgairment test at least annually by
applying a fair value-based test. The first stepsoees for impairment by applying fair value-batests at the reporting unit level. The second
step (if necessary) measures the amount of impairtmeapplying fair value-based tests to the irdlial assets and liabilities within each
reporting unit.

To determine the fair value of each reporting usid in the first step, we use a combination ohtlaeket approach, which utilizes comparable
companies’ data, and/or the income approach, wititihes discounted cash flows. Each step requise® make judgments and involves the
use of significant estimates and assumptions. Tésti@mates and assumptions include long-term groatds and operating margins used to
calculate projected future cash flows, risk-adjdstiscount rates based on our weighted averagetoapital, future economic and market
conditions and determination of appropriate madeghparables. These estimates and assumptionsdbeenade for each reporting unit
evaluated for impairment. Our estimates for magketth, our market share and costs are based twribéd data, various internal estimates
and certain external sources, and are based ompseus that are consistent with the plans andnetéis we are using to manage the
underlying business. Our business consists of dpired, marketing and distributing video game sofewasing both established and emerging
intellectual properties and our forecasts for erimgrgntellectual properties are based upon inteeséimates and external sources rather than
historical information and have an inherently higtigk of accuracy. If future forecasts are revidbey may indicate or require future
impairment charges. We base our fair value estsnaeassumptions we believe to be reasonable &uatb unpredictable and inherently
uncertain. Actual future results may differ fronogle estimates.

Assessment of Impairment of S-Term Investments, Marketable Equity Securities@titer Investment&Ve periodically review our short-
term investments, marketable equity securitiesahdr investments for impairment. Our short-tereestments consist of securities with
remaining maturities greater than three monthkatime of purchase and our marketable equity g&iconsist of investments in common
stock of publicly traded companies, both are actadifor as available-for-sale securities. Unrealigains and losses on our short-term
investments and marketable equity securities aerded as a component of accumulated other comms@teeincome in stockholders’ equity,
net of tax, until either (1) the security is sold(®) we determine that the fair value of the sitguras declined below its adjusted cost basis and
the decline is other-than-temporary. Realized gaitdslosses on our short-term investments and riedilecequity securities are calculated
based on the specific identification method andractassified from accumulated other compreherisig@me to interest and other income, net,
and losses on strategic investments, net, respdctidetermining whether the decline in fair vais@ther-than-temporary requires
management judgment based on the specific factsierudnstances of each security. The ultimate vedadized on these securities is subje:
market price volatility until they are sold. We sigter various factors in determining whether weusthoecognize an impairment charge,
including the credit quality of the issuer, theation that the fair value has been less than thestdl cost basis, severity of the impairment,
reason for the decline in value and potential recpperiod, the financial condition and near-temmspects of the investees, and our intent to
sell and ability to hold the investment for a pdraf time sufficient to allow for any anticipategicovery in market value, any contractual terms
impacting the prepayment or settlement processetisas, if we would be required to sell an investihdue to liquidity or contractual reasons
before its anticipated recovery. During the thremths ended June 30, 2010 and 2009, we recogniggairiment charges on our marketable
equity securities of $2 million and $16 millionspectively. Our ongoing consideration of thesedectould result in additional impairment
charges in the future, which could have a matémahct on our financial results.

Our other investments consist principally of noriivg preferred shares in two companies whose constark is publicly traded and are
accounted for under the cost method. Under thi®atgtthese investments are recorded at cost uetdetermine that the fair value of the
investment has fallen below its adjusted cost basisthat such declines are other-than-temporagymdhitor these investments for
impairment and make appropriate reductions in #reying values if we determine that an impairmerarge is required, based primarily on
financial condition and near-term prospects ofittvestees. We did not recognize any impairmentgaggduring the three months ended
June 30, 2010 and 2009 on our other investments.

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

We are required to estimate the fair value of siased payment awards on the date of grant. Wemnézmcompensation costs for stock-based
payment transactions to employees based on tragit-gate fair value on a straight-line approachr ¢ive service period for which such awards
are expected to vest. The fair value of restristedk units and restricted stock is determined dbasethe quoted market price of our common
stock on the date of grant. The fair value of stoptions and stock purchase rights granted purdoasir equity incentive plans and our 2000
Employee Stock Purchase Plan (“ESPP”), respectii®lyetermined using the Black-Scholes valuatiadeh The determination of fair value

is affected by our stock price, as well as asswnptregarding subjective and complex variables sgatxpected employee exercise behavior
and our expected stock price volatility over thpexted term of the award. Generally, our assumptwa based on historical information and
judgment is required to determine if historicahtle may be indicators of future outcomes. The lesyiaptions for the Bla-Scholes valuatio
calculation are:

. Risk-free interest rate The risk-free interest rate is based on U.S. usayields in effect at the time of grant for #agected term
of the option.

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

. Expected tern. The expected term represents the weic-average period the stock options are expectedaireoutstanding. Th
expected term is determined based on historicatesesbehavior, post-vesting termination patteomions outstanding and future
expected exercise behavi

. Expected dividenc.

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

Changes to our underlying stock price, our asswmptused in the Black-Scholes option valuationwtaton and our forfeiture rate, as well as
future equity granted or assumed through acquistmould significantly impact the compensation exggewe recognize.

Royalties and Licenses

Our royalty expenses consist of payments to (1jerdricensors, (2) independent software develgerd (3) co-publishing and distribution
affiliates. License royalties consist of paymenesdmto celebrities, professional sports organinatimovie studios and other organizations for
our use of their trademarks, copyrights, personalipity rights, content and/or other intellectpabperty. Royalty payments to independent
software developers are payments for the developoféntellectual property related to our games-fiblishing and distribution royalties are
payments made to third parties for the deliverproiducts.

Royalty-based obligations with content licensord distribution affiliates are either paid in advarand capitalized as prepaid royalties or are
accrued as incurred and subsequently paid. Thgsdtydrased obligations are generally expensea$t @f goods sold generally at the greater
of the contractual rate or an effective royaltyeraaised on the total projected net revenue. Sigmifijudgment is required to estimate the
effective royalty rate for a particular contracedaduse the computation of effective royalty raéeglires us to project future revenue, it is
inherently subjective as our future revenue praggastmust anticipate a number of factors, includibigthe total number of titles subject to the
contract, (2) the timing of the release of thelegj (3) the number of software units we expeaeiy which can be impacted by a number of
variables, including product quality, the timingthé title’s release and competition, and (4) fetpricing. Determining the effective royalty
rate for our titles is particularly challenging diethe inherent difficulty in predicting the poptity of entertainment products. Accordingly, if
our future revenue projections change, our effeatdyalty rates would change, which could impaetdamount and timing of royalty expense
we recognize.
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Prepayments made to thinly capitalized indepensieftivare developers and co-publishing affiliates generally made in connection with the

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

services are incurred. Payments due after complefithe product (primarily royalty-based in najuaee generally expensed as cost of goods
sold.

Our contracts with some licensors include minimunargnteed royalty payments, which are initiallyorgled as an asset and as a liability a
contractual amount when no performance remains théHicensor. When performance remains with tbensor, we record guarantee
payments as an asset when actually paid and abiktyi when incurred, rather than recording theeasnd liability upon execution of the
contract. These obligations are classified as atiigbilities to the extent such royalty paymeaits contractually due within the next twelve
months. As of June 30, 2010 and March 31, 2010;caqapately $7 million and $13 million, respectivelyf minimum guaranteed royalty
obligations had been recognized.

Each quarter, we also evaluate the expected fudatezation of our royalty-based assets, as wedrgsunrecognized minimum commitments
not yet paid to determine amounts we deem unliteelye realized through product sales. Any impaintsien losses determined before the
launch of a product are charged to research anelgfmwent expense. Impairments or losses deternpiostdlaunch are charged to cost of
goods sold. We evaluate long-lived royalty-basesdissfor impairment using undiscounted cash flolwsemimpairment indicators exist.
Unrecognized minimum royalty-based commitmentsaa@unted for as executory contracts and, theredonelosses on these commitments
are recognized when the underlying intellectuapprty is abandonedi.€., cease use) or the contractual rights to usentiefiéctual property
are terminated. During the three months ended 30n2010 and 2009, we recognized losses of $1@mind impairment charges of $1
million, respectively.

Income Taxes

We recognize deferred tax assets and liabilitiebéth the expected impact of differences betwaerfinancial statement amount and the tax
basis of assets and liabilities and for the exgkfiteure 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 allgoortion of our deferred tax assets will not
be realized. In making this determination, we &auired to give significant weight to evidence tbat be objectively verified. It is generally
difficult to conclude that a valuation allowanceni®t needed when there is significant negativeend, such as cumulative losses in recent
years. Forecasts of future taxable income are dersil to be less objective than past results,qodaitly in light of the economic environme
Therefore, cumulative losses weigh heavily in therall assessment.

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

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

In the ordinary course of our business, there apyntransactions and calculations where the taxalagdvultimate tax determination is
uncertain. As part of the process of preparing@amdensed Consolidated Financial Statements, weequéred to estimate our income taxe
each of the jurisdictions in which we operate ptthe completion and filing of tax returns foichyperiods. This process requires estimating
both our geographic mix of income and our uncerainpositions in each jurisdiction where we operdahese estimates involve complex
issues and require us to make judgments abouikilg bpplication of the tax law to our situatias well as with respect to other matters, such
as anticipating the positions that we will taketax returns prior to our actually preparing theires and the outcomes of disputes with tax
authorities. The ultimate resolution of these issuay take extended periods of time due to exaiimaby tax authorities and statutes of
limitations. In addition, changes in our businéssluding acquisitions, changes in our internatl@uaporate structure, changes in the
geographic location of business functions or assbenges in the geographic mix and amount of ir;as well as changes in
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our agreements with tax authorities, valuationvedioces, applicable accounting rules, applicabléaas and regulations, rulings and
interpretations thereof, developments in tax aadd other matters, and variations in the estimatetlactual level of annual ptax income ca
affect the overall effective income tax rate.

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

RESULTS OF OPERATIONS

Our fiscal year is reported on a 52 or 53-weekqeetihat ends on the Saturday nearest March 31re3utts of operations for the fiscal years
ending or ended, as the case may be, March 31,&@1 2010 contain 52 and 53 weeks, respectivetyeads or ended, as the case may be, or
April 2, 2011 and April 3, 2010, respectively. Gasults of operations for the three months endeé 30, 2010 and 2009 contained 13 weeks
and 14 weeks, respectively, and ended on JulyB) 2éd July 4, 2009, respectively. For simplicitylsclosure, all fiscal periods are referred
to as ending on a calendar month end.

Net Revenue

Net revenue consists of sales generated from @Bovijames sold as packaged goods and designddyarrphardware consoles (such as
PLAYSTATION 3, Xbox 360 and Wii), PCs, and handhghine players (such as the Sony PSP and Nintenjilq2)&ideo games for mobile
devices (such as cellular and smart phones induitlie Apple iPhone), (3) video games for wirelesgicks such as the Apple iPad,

(4) digitally downloaded games and content andnendiervices associated with these games, (5) ssriricconnection with some of our online-
enabled games, (6) programming thparty web sites with our game content, (7) allowatiger companies to manufacture and sell our pits

in conjunction with other products, and (8) adwatnents on our online web pages and in our games.

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

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

will be recognized in the subsequent fiscal year.

From a geographical perspective, our total Net Regdor the three months ended June 30, 2010 &b@l\28s as follows (in millions):

Three Months Ended June 30,

2010 2009
North North
America Europe Asia Total America Europe Asia Total
Net Revenue before Revenue Defe $ 267 $23€ $36 $53¢ $ 44¢ $31¢ $48 $8i¢
Revenue Deferre (13%) (159 (24) (319 (200 (163) (22) (389
Recognition of Revenue Deferi 31¢ 24C 35 594 94 102 16 212
Net Revenut $ 451 $317 $47 $81t $ 34: $258 $43 $644

For the three months ended June 30, 2010, Net Revegfore Revenue Deferral was $539 million, dribg2010 FIFA WORLD CUP SOU1
AFRICA™ Battlefield: Bad Company 2andSKATE™ 3. Net Revenue before Revenue Deferral for the thmesths ended June 30, 2010
decreased $277 million, or 34 percent, as compartfte three months ended June 30, 2009.
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From a franchise perspective, this decrease wasapty driven by a $320 million decrease from The§ EA SPORTS Active, Fight Night,
and Tiger Woods PGA Todr . This decrease was figirtéiset by a $145 million increase from the FIEorld Cup and Battlefield
franchises.

Revenue Deferral for the three months ended Jun2B® decreased $66 million, or 17 percent, agpeoed to the three months ended

June 30, 2009. This decrease was due to a dedrelds¢ Revenue before Revenue Deferral partialfgeifby the deferral of catalog sales of
online-enabled products with an obligation to pdeviuture incremental unspecified digital contemtaowvhen and if available basis during the
three months ended June 30, 2010 with no compadaiéeral of catalog sales during the three moatided June 30, 2009. From a franchise
perspective, this decrease was primarily drivea 8223 million decrease from The Sims, Fight Nigintl Tiger Woods PGA Tour. This
decrease was partially offset by a $146 milliorréase from the FIFA World Cup and Battlefield fraises.

The Recognition of Revenue Deferral for the thremths ended June 30, 2010 increased $382 millioh80 percent, as compared to the three
months ended June 30, 2009. This increase was filirdae to the Recognition of Revenue Deferralidgithe three months ended June 30,
2010 associated with the sales of online-enabledymts with an obligation to provide future incrarteg unspecified digital content on a when
and if available basis during the last half of éilsgear 2010 with less comparable recognition dutire three months ended June 30, 2009.
From a franchise perspective, this increase wasgriiy driven by a $257 million increase from Bafitld, Dragon Age, Mass Effect™, and
The Sims.

For three months ended June 30, 2010, Net Reveas&815 million, driven battlefield: Bad Company 2FIFA 10, andDragon Age:
Origins. Net Revenue for the three months ended June03@, idcreased $171 million, or 27 percent, as coatpto the three months ended
June 30, 2009. From a franchise perspective, tbhi®ase was primarily driven by a $253 million e&se from Battlefield, Dragon Age, Mass
Effect, and Dante’s Inferno™. This increase wasially offset by a $117 million decrease from th& EPORTS Active and Harry Potter
franchises.

North America

For the three months ended June 30, 2010, Net Revegfore Revenue Deferral in North America was7d2@lion, driven by sales df010
FIFA WORLD CUP SOUTH AFRIC, SKATE 3, andBattlefield: Bad Company 2Net Revenue before Revenue Deferral for the threeths
ended June 30, 2010 decreased $182 million, oeddept, as compared to the three months ended3dy2909. From a franchise perspective,
this decrease was primarily driven by a $159 milliecrease from Fight Night, EA SPORTS Active, &hd Sims.

Revenue Deferral for the three months ended Jun2@®® decreased $65 million, or 33 percent, agpeoed to the three months ended

June 30, 2009. This decrease was due to a dedrelet Revenue before Revenue Deferral partialfgatfby the deferral of catalog sales of
online-enabled products with an obligation to pdeviuture incremental unspecified digital contemtaowvhen and if available basis during the
three months ended June 30, 2010 with no compadaiéeral of catalog sales during the three moatided June 30, 2009. From a franchise
perspective, the decrease was primarily driven $$28 million decrease from Fight Night, The Simusd Tiger Woods PGA Tour. This
decrease was partially offset by a $57 million &ase from the FIFA World Cup and SKATE franchises.

The Recognition of Revenue Deferral for the thremths ended June 30, 2010 increased $225 milliod3® percent, as compared to the three
months ended June 30, 2009. This increase was filirdae to the Recognition of Revenue Deferralidgithe three months ended June 30,
2010 associated with the sales of online-enabledymts with an obligation to provide future increrteg unspecified digital content on a when
and if available basis during the last half of disgear 2010 with less comparable recognition dutire three months ended June 30, 2009.
From a franchise perspective, the increase wasapitindriven by a $143 million increase from Bafiddd, Dragon Age, Mass Effect, and Ar

of Two™.

For the three months ended June 30, 2010, Net ReviarNorth America was $451 million, driven Buttlefield: Bad Company 2, Madden
10, andDragon Age: Origins Net Revenue for the three months ended June(3®, idcreased $108 million, or 31 percent, as coatpto the
three months ended June 30, 2009. From a franpkispective, this increase was primarily driveral$143 million increase from Battlefield,
Dragon Age, Mass Effect, and Army of Two. This e&se was partially offset by a $70 million decrdesa the EA SPORTS Active and
Harry Potter franchises.
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Europe

For the three months ended June 30, 2010, Net Revezfore Revenue Deferral in Europe was $236anijlliriven by sales &f010 FIFA
WORLD CUP SOUTH AFRICAFIFA 10, andBattlefield: Bad Company 2Net Revenue before Revenue Deferral for the threeths ended
June 30, 2010 decreased $83 million, or 26 peresntpmpared to the three months ended June 39, BGfm a franchise perspective, this
decrease was primarily driven by a $128 millionrdese from The Sims, EA SPORTS Active, Harry Pp#ted The Godfather. This decrease
was partially offset by a $78 million increase frdme FIFA World Cup and Battlefield franchises. W&imate that foreign exchange rates
(primarily the Euro) decreased reported Net Revdrafere Revenue Deferral by approximately $3 millior 1 percent, for the three months
ended June 30, 2010 as compared to the three memdlesl June 30, 2009. Excluding the effect of preixchange rates from Net Revenue
before Revenue Deferral, we estimate that Net Rev&efore Revenue Deferral decreased by approXyr®86 million, or 25 percent, for the
three months ended June 30, 2010 as compared tiord@months ended June 30, 2009.

Revenue Deferral for three months ended June 3@ &6creased by $4 million, or 2 percent, as coetpar three months ended June 30,
2009. From a franchise perspective, the decreaservimarily driven by an $81 million decrease frdtme Sims and Fight Night. This decrease
was partially offset by a $78 million increase frdme FIFA World Cup and Battlefield franchises.

The Recognition of Revenue Deferral for the thremths ended June 30, 2010 increased $138 millioh3® percent, as compared to the three
months ended June 30, 2009. This increase was filsirdae to the Recognition of Revenue Deferralingithe three months ended June 30,
2010 associated with the sales of online-enabledymts with an obligation to provide future incrarteg unspecified digital content on a when
and if available basis during the last half of disgear 2010 with less comparable recognition dutire three months ended June 30, 2009.
From a franchise perspective, the increase wasapitindriven by a $106 million increase from Bafitéd, The Sims, Dragon Age, and Mass
Effect.

For three months ended June 30, 2010, Net Reveriderope was $317 million, driven Battlefield: Bad Company 2, FIFA 1@GndDragon
Age: Origins. Net Revenue for the three months ended June(3®, iacreased $59 million, or 23 percent, as corwbéo the three months
ended June 30, 2009. From a franchise perspettizéncrease was primarily driven by an $86 millioorease from Battlefield, Dragon Age,
and The Sims. This increase was partially offsed I$42 million decrease from the EA SPORTS Actiné Blarry Potter franchises. During the
three months ended June 30, 2010, foreign exchatge had an overall favorable impact on our reggbiet Revenue of approximately $15
million, or 6 percent, as compared to the threetimanded June 30, 2009 primarily as a resultwadréble foreign exchange rates associated
with the recognition of our deferred net revenuenline-enable packaged goods and digital conEertluding the effect of foreign exchange
rates from Net Revenue, we estimate that net reverwieased by approximately $44 million, or 17cpet, for the three months ended Jun:
2010 as compared to the three months ended Jur2939,

Asia
For the three months ended June 30, 2010, Net Revegfore Revenue Deferral in Asia was $36 millaniven by2010 FIFA WORLD CUP
SOUTH AFRICA, Battlefield: Bad Company @1dFIFA Online 2. Net Revenue before Revenue Deferral for the threeths ended June 30,
2010 decreased by $12 million, or 25 percent, aspesed to the three months ended June 30, 2008 &1foanchise perspective, this decrease
was primarily driven by an $18 million decreasenfrdhe Sims, The Godfather, EA SPORTS Active, H&uwyter, and Fight Night. This
decrease was partially offset by a $14 million &ase from the FIFA World Cup and Battlefield fraisels. We estimate that foreign exchange
rates (primarily the Australian dollar) increasegarted Net Revenue before Revenue Deferral byoappately $4 million, or 8 percent, for
the three months ended June 30, 2010 as compatiee tioree months ended June 30, 2009. Excludmeffiect of foreign exchange rates fr
Net Revenue before Revenue Deferral, we estimateNt Revenue before Revenue Deferral decreasaggmpximately $16 million, or 3
percent, for the three months ended June 30, 20tBrapared to the three months ended June 30, 2009.

Revenue Deferral for the three months ended Jun2® increased $3 million, or 14 percent, as @mexbto the three months ended June 30,
2009. From a franchise perspective, the increasednaen by a $14 million increase from FIFA Wo@dp and Battlefield. This increase was
partially offset by a $10 million decrease from T3iens, Fight Night, and The Godfather franchises.

The Recognition of Revenue Deferral for the thremths ended June 30, 2010 increased $19 millioh18mpercent, as compared to the three
months ended June 30, 2009. From a franchise peirspethe increase was primarily driven by a $libiom increase from Battlefield, Dragon
Age, FIFA World Cup and Mass Effect.
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For the three months ended June 30, 2010, Net ReviarAsia was $47 million, driven Battlefield: Bad Company 2, FIFA 1@ndDante’s
Inferno. Net Revenue for the three months ended June(d®, idcreased by $4 million, or 9 percent, as caegp#o the three months ended
June 30, 2009. From a franchise perspective, nbi®ase was primarily driven by an $11 million gase from Battlefield and Dragon Age.
This increase was partially offset by a $6 milldecrease from the Need for Speed and EA SPORTSeAiteinchises. During the three mor
ended June 30, 2010, foreign exchange rates hadezall favorable impact on our reported Net Reweoapproximately $11 million, or 26
percent, as compared to the three months ended30y 2909 primarily as a result of favorable fore@xchange rates associated with the
recognition of our deferred net revenue of onkmable packaged goods and digital content. Exafuttie effect of foreign exchange rates ft
Net Revenue, we estimate that Net Revenue decrégsagproximately $7 million, or 17 percent, foetthree months ended June 30, 201
compared to the three months ended June 30, 2009.

Non-GAAP Financial Measures

Net Revenue before Revenue Deferral is e-GAAP financial measure that excludes the impad®®@¥fenue Deferral and the Recognition of
Revenue Deferral on Net Revenue related to packggeds games and digital content. We defer Net Revérom sales of certain online-
enabled packaged goods and digital content forlwie are not able to objectively determine theValue (as defined by accounting princij
generally accepted in the United States for softveates) of the online service that we providecbinnection with the sale. We recognize the
revenue from these games over the estimated osgirece period. We also defer Net Revenue fronssafieertain online-enabled packaged
goods and digital content for which we had an alan to deliver incremental unspecified digitahtent in the future without an additional
fee. We recognize the revenue for these gamesstmight-line basis over the estimated life of glaene.

We believe that excluding the impact of Revenueebraf and the Recognition of Revenue Deferral eelab packaged goods games and di
content from our operating results is importarfatglitate comparisons between periods in undeditenour underlying sales performance for
the period.

We use this non-GAAP measure internally to evaloateoperating performance, when planning, foréegstnd analyzing future periods, and
when assessing the performance of our managensnt While we believe that this non-GAAP financiaasure is useful in evaluating our
business, this information should be consideresbaplemental in nature and is not meant to be densil in isolation from or as a substitute
for the related financial information prepared atardance with GAAP. In addition, this non-GAAPdircial measure may not be the same as
non-GAAP measures presented by other companies.

Cost of Goods Sold

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

Cost of goods sold for the three months ended 30n2010 and 2009 was as follows (in millions):

Change as
0,
% of Net June 30 % of
June 30 Net % % of Net
2010 Revenue 2009 Revenue Change Revenue
$ 227 27.2% $ 321 49.8% (30.8% (22.6%

During the three months ended June 30, 2010, ¢agiauls sold decreased by 22.6 percent as a pageenf total net revenue as compared to
the three months ended June 30, 2009. This decasas@ercentage of net revenue was primarily dae®48 million decrease in the change
in deferred net revenue related to certain onlimabéed packaged goods and digital content forhltheetmonths ended June 30, 2010, as
compared to the three months ended June 30, 20@9%alD) we estimate the decrease in the changeferrbd net revenue related to certain
online-enabled packaged goods and digital contasitigely impacted cost of goods sold as a peroétutal net revenue by 24.5 percentage
points.
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Marketing and Sales

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

Marketing and sales expenses for the three momithsdeJune 30, 2010 and 2009 were as follows (itomd):

% of Net June 30 % of Net
June 30
2010 Revenue 2009 Revenue $ Change % Change
$ 127 16% $ 164 25% $ (37) (23%

Marketing and sales expenses decreased by $3@mitli 23 percent, during the three months ended 30, 2010, as compared to the three
months ended June 30, 2009. The decrease was fyiohs to a $41 million decrease in marketing, extiging and promotional expenses
resulting from a decrease in the number of tittdsased during the three months ended June 30,&20d@mpared to the three months ended
June 30, 2009.

General and Administrative

General and administrative expenses consist obpees and related expenses of executive and admnaitive staff, related overhead costs, fees
for professional services such as legal and acoayrdnd allowances for doubtful accounts.

General and administrative expenses for the thie@hms ended June 30, 2010 and 2009 were as fo{lavwnsillions):

% of Net June 30 % of Net
June 30
2010 Revenue 2009 Revenue $ Change % Change
$ 74 9% $ 66 10% $ 8 12%

General and administrative expenses increased loyil$ién, or 12 percent, during the three monthdeshJune 30, 2010, as compared to the
three months ended June 30, 2009. This increas@nvaarily due to (1) an increase of $9 millionimcentivebased compensation expense
(2) an increase of $7 million in stock-based congpéipn expense. These increases were partiallgtdifsa $6 million decrease in bad debt
expense.

Research and Development

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

Research and development expenses for the thretasnemded June 30, 2010 and 2009 were as followmsi(lions):

% of Net June 30 % of Net
June 30
2010 Revenue 2009 Revenue $ Change % Change
$ 27¢ 34% $ 31z 48% $ (37 (12%)

Research and development expenses decreased byili3@, or 12 percent, during the three monthsexzhdune 30, 2010, as compared to the
three months ended June 30, 2009. This decreasprimzaxily due to decreases in expenses resultmg bur cost reduction initiatives
including (1) a decrease of $24 million in addipersonnel-related costs, (2) a decrease of $iidnrin external development and
contracted services, and (3) a decrease of $1bmil facilities-related expenses. These decreases partially offset by (1) a $14 million
increase in incentive-based compensation expertséam $6 million increase in stock-based compgmsaxpense.
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Amortization of Intangibles
Amortization of intangibles for the three monthsled June 30, 2010 and 2009 was as follows (inon#}:

% of Net June 30 % of Net
June 30
2010 Revenue 2009 Revenue $ Change % Change
$ 15 2% $ 12 2% $ 3 25%

Amortization of intangibles increased $3 milliom,25 percent, during the three months ended Jun2®®, as compared to the three months
ended June 30, 2009, primarily due to amortizatioimtangibles related to our acquisition of Plafi

Restructuring Charges
Restructuring charges for the three months ended 30, 2010 and 2009 were as follows (in millions):

% of Net June 30 % of Net
June 30
2010 Revenue 2009 Revenue $ Change % Change
$ 2 — $ 14 2% $ (12 (86%)

In connection with our fiscal year 2010 restruatgriduring the three months ended June 30, 201euered $2 million of restructuring
charges primarily related to the closure of certdiour facilities and other ITelated costs to assist in the reorganization obosiness suppc
functions.

In connection with our fiscal year 2009 restructgrand fiscal 2008 reorganization, during the thmemths ended June 30, 2009, we incurred
$9 million and $5 million of restructuring chargesspectively, primarily for facilities-related expses.

Losses on Strategic Investments
Losses on strategic investments for the three nscerided June 30, 2010 and 2009 were as followsi(lions):

% of Net June 30 % of Net
June 30
2010 Revenue 2009 Revenue $ Change % Change
$ (5 (1%) $ (16 (2%) $ 11 69%

During the three months ended June 30, 2010, lassstategic investments decreased by $11 milbo69 percent, as compared to the three
months ended June 30, 2009, primarily due to aedserin impairment charges on our investment i®The

Income Taxes
Benefit from income taxes for the three months dnile 30, 2010 and 2009 were as follows (in nmiff)o

Effective June 30 Effective
June 30
2010 Tax Rate 2009 Tax Rate % Change
$ (3 (3.4% $ (249 9.0% (88%)

The tax benefit reported for the three months erdded 30, 2010 is based on our projected annwedtefé tax rate for fiscal 2011, and also
includes certain discrete tax benefits recordeihduhe period. Our effective tax rates for theethmonths ended June 30, 2010 and 2009 were
tax benefits of 3.4 percent and 9.0 percent, ras@bg. The effective tax rate for the three monginsled June 30, 2010 differs from the
statutory rate of 35.0 percent primarily due to UaSses for which no benefit is recognized and-ddd. losses with a reduced or zero tax
benefit, partially offset by tax benefits relatedthe expiration of statutes of limitations andotaon of examinations by taxing authorities.
effective tax rate for the three months ended 010 differs from the same period in fiscalry2@10 primarily due to greater tax benefits
recorded in fiscal 2010 related to the expiratibstatutes of limitations and reductions in theuagion allowance on U.S. deferred tax assets.
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Our effective income tax rates for fiscal year 2@hd future periods will depend on a variety otdas, including changes in the deferred tax
valuation allowance, as well as changes in oumass such as acquisitions and intercompany traosacthanges in our international
structure, changes in the geographic location efrtass functions or assets, changes in the gedgragihof income, changes in or termination
of our agreements with tax authorities, applicameounting rules, applicable tax laws and regulatioulings and interpretations thereof,
developments in tax audit and other matters, andti@ns in our annual pre-tax income or loss. Wi certain tax expenses that do not
decline proportionately with declines in our gee-consolidated income or loss. As a result, soalte dollar terms, our tax expense will ha
greater influence on our effective tax rate at Iolggels of pre-tax income or loss than at higleeels. In addition, at lower levels of pre-tax
income or loss, our effective tax rate will be moodatile.

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

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

Impact of Recently Issued Accounting Standards

In October 2009, the FASB issued Accounting Stadslaipdate (“ASU”) 2009-1Revenue Recognition (Topic 665\ ultiple-Deliverable
Revenue Arrangemer. This guidance modifies the fair value requirerseftFASB ASC subtopic 605-2Revenue Recognition-Multiple
Element Arrangemen, by allowing the use of the “best estimate ofisglprice” in addition to vendor specific objectiggidence and third-
party evidence for determining the selling priceaafeliverable. This guidance establishes a sefiiip hierarchy for determining the selling
price of a deliverable, which is based on: (a) \werspecific objective evidence, (b) third-partydasmce, or (c) estimates. In addition, the
residual method of allocating arrangement constaeras no longer permitted. ASU 2009-13 is effeetfor fiscal years beginning on or after
June 15, 2010. We do not expect the adoption of 2809-13 to have a material impact on our Conde@smtsolidated Financial Statements.

In October 2009, the FASB issued ASU 2009-8dftware (Topic 985} Certain Revenue Arrangements that Include Soft&dements This
guidance modifies the scope of FASB ASC subtoph:-885,Software-Revenue Recognitioto exclude from its requirements non-software
components of tangible products and software compiznof tangible products that are sold, licenseteased with tangible products when the
software components and non-software componentedangible product function together to delive tangible product’s essential
functionality. ASU 2009-14 is effective for fiscgkars beginning on or after June 15, 2010. We dexyect the adoption of ASU 2009-14 to
have a material impact on our Condensed Consotidéteancial Statements.
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LIQUIDITY AND CAPITAL RESOURCES

As of As of Increase /
(In_millions) June 30, 201 March 31, 201( (Decrease
Cash and cash equivale $ 1,057 $ 1,27: $ (216
Shor-term investment 48C 432 48
Marketable equity securitie 193 291 (98)
Total $ 1,73« $  1,99¢ $ (26€
Percentage of total assi 41% 43%
Three Months Ended June 30, Increase /
(In_millions) 2010 2009 (Decrease
Cash used in operating activiti $ (248 $ (329 $ 18C
Cash used in investing activiti (53 (112 59
Cash provided by financing activiti 1 3 2
Effect of foreign exchange on cash and cash ecrits (16 21 (37
Net decrease in cash and cash equiva $ (216 $ (416 $ 20C

Changes in Cash Flow

During the three months ended June 30, 2010, we $648 million of cash in operating activities asnpared to using $328 million of cash
the three months ended June 30, 2009. The dedreaeash used in operating activities for the thmemths ended June 30, 2010 as compar
the three months ended June 30, 2009 was printaréyto (1) a decrease in our gross accounts rdgeibalances as a result of an earlier
release schedule and a decrease of our first quilee, (2) a decrease in external developmedtcaamtracted services as part of our cost
reduction initiatives, and (3) a decrease in mamkgeand advertising expenses.

For the three months ended June 30, 2010, we gede$@8 million of cash proceeds from maturitied aales of short-term investments. Our
primary use of cash in non-operating activitiessisted of $148 million used to purchase short-teEnwestments.

Short-term Investments and Marketable Equity Sedies

Due to our mix of fixed and variable rate secusitieur short-term investment portfolio is suscdpttb changes in short-term interest rates. As
of June 30, 2010, our short-term investments hadsgunrealized gains of $2 million, or less thagrefcent of the total in short-term
investments, and gross unrealized losses of less&h million, or less than 1 percent of the tatahort-term investments. From time to time,
we may liquidate some or all of our short-term stweents to fund operational needs or other aagjitsuch as capital expenditures, business
acquisitions or stock repurchase programs. Depgnatinvhich short-term investments we liquidateuod these activities, we could recognize
a portion, or all, of the gross unrealized gainfeses.

The fair value of our marketable equity securitlesreased to $193 million as of June 30, 2010 #8681 million as of March 31, 2010. This
decrease was primarily due to (1) an $88 millioordase in the unrealized gains on our investmertg2) an $11 million decrease in the cost
basis of our investment in The9 resulting fromdhée of a portion of this investment.

In February 2005, we purchased approximately 18r8gmt of the then-outstanding ordinary shareg¢ssmting approximately 18 percent of
the voting rights at the time) of Ubisoft Entertaient (“Ubisoft”) for $91 million. Subsequent to &80, 2010, we sold this investment for
approximately $121 million.

Receivables, Net

Our gross accounts receivable balances were $288mand $423 million as of June 30, 2010 and Ma3d, 2010, respectively. The decrease
in our accounts receivable balance was primarily tdower sales volumes in the first quarter s€dil year 2011 as compared to the fourth
guarter of fiscal year 2010, as well as the earbase of our first quarter titles
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within the three months ended June 30, 2010 as amdgo the three months ended June 30, 2009. YWackgur accounts receivable balance
to increase during the three months ending Septe8the€010 based on our seasonal product releasesie. Reserves for sales returns,
pricing allowances and doubtful accounts decre@satisolute dollars from $217 million as of March 2010 to $180 million as of June 30,
2010. As a percentage of trailing nine month ne¢nele, reserves decreased from 7 percent as 0h\N4r2010, to 6 percent as of June 30,
2010. We believe these reserves are adequate bagestorical experience and our current estiméftential returns, pricing allowances ¢
doubtful accounts.

Inventories

Inventories decreased to $82 million as of June2B@P from $100 million as of March 31, 2010, priityaas a result of lower catalog
inventory.

Other Current Assets and Other Assets

Other current assets increased to $270 milliorf dsie 30, 2010, from $239 million as of March 2@10, while other assets increased to $177
million as of June 30, 2010 from $175 million asMdrch 31, 2010. Other current assets and othetsasembined, increased by $33 million
primarily due to an increase in prepaid royalties.

Accounts Payable

Accounts payable decreased to $55 million as oé By 2010, from $91 million as of March 31, 20fafmarily due to lower marketing and
advertising and inventory purchases.

Accrued and Other Current Liabilities

Our accrued and other current liabilities decrease®b620 million as of June 30, 2010 from $717 imillas of March 31, 2010. The $97 million
decrease was primarily due to (1) a $61 millionrdase in accrued incentive-based compensatioan(3)L1 million decrease in Value-Added
Tax payables, and (3) an $8 million decrease imugctrestructuring primarily from our fiscal 20Jéstructuring.

Deferred Income Taxes, Net

Our net deferred income tax asset position decdeag&®4 million as of June 30, 2010 as comparéddech 31, 2010, primarily due to foreign
currency translation adjustments.

Financial Condition

We believe that cash, cash equivalents, short-tevestments, marketable equity securities, caskergéed from operations and available
financing facilities will be sufficient to meet oaperating requirements for at least the next tev@honths, including working capital
requirements, capital expenditures and, potenfifllyire acquisitions or strategic investments. Mésy choose at any time to raise additional
capital to strengthen our financial position, feate expansion, and pursue strategic acquisimsinvestments or to take advantage of
business opportunities as they arise. There caml@ssurance, however, that such additional capiliabe available to us on favorable terms,
if at all, or that it will not result in substanitidilution to our existing stockholders.

As of June 30, 2010, approximately $601 millioroaf cash, cash equivalents, and short-term invegsrend $122 million of our marketable
equity securities was domiciled in foreign tax galictions. While we have no plans to repatriate¢Hfends to the United States in the short
term, if we choose to do so, we would be requiceddcrue and pay additional taxes on any portichefepatriation where no United States
income tax had been previously provided.

We have a “shelf” registration statement on Fori® @ file with the SEC. This shelf registrationtstaent, which includes a base prospectus,
allows us at any time to offer any combination @fwities described in the prospectus in one oemfferings. Unless otherwise specified in a
prospectus supplement accompanying the base ptaspae would use the net proceeds from the sampEecurities offered pursuant to the
shelf registration statement for general corpopat@oses, including for working capital, financicapital expenditures, research and
development, marketing and distribution efforts,ahdpportunities arise, for acquisitions or stgit alliances. Pending such uses, we may
invest the net proceeds in interest-bearing séesritn addition, we may conduct concurrent or pftmancings at any time.
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Our ability to maintain sufficient liquidity coulde affected by various risks and uncertaintiesuiticlg, but not limited to, those related to
customer demand and acceptance of our productsility to collect our accounts receivable as thegome due, successfully achieving our
product release schedules and attaining our foiredaales objectives, the impact of acquisitiords@her strategic transactions in which we
may engage, the impact of competition, economiaitmms in the United States and abroad, the sedsom cyclical nature of our business
and operating results, risks of product returnstaecther risks described in the “Risk Factorgtisa, included in Part Il, Item 1A of this
report.

Contractual Obligations and Commercial Commitments
Development, Celebrity, League and Content Licenggsyments and Commitments

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

In addition, we have certain celebrity, league eotent license contracts that contain minimum goi@e payments and marketing
commitments that may not be dependent on any delies. Celebrities and organizations with whomhaee contracts include: FIFA,
FIFPRO Foundation, FAPL (Football Association Prentieague Limited), and DFL Deutsche FuR3ball LigabBl (German Soccer League)
(professional soccer); National Basketball Assdaiafprofessional basketball); PGA TOUR and Tigesdlls (professional golf); National
Hockey League and NHL Players’ Association (prafesal hockey); Warner Bros. (Harry Potter); NatibReotball League Properties,
PLAYERS Inc., and Red Bear Inc. (professional fatlijb Collegiate Licensing Company (collegiate foat and basketball); ESPN (content in
EA SPORTS games); Hasbro, Inc. (most of Hasbrg/satwl game intellectual properties); and the EsibRobert Ludlum (Robert Ludlum
novels and films). These developer and contenhieecommitments represent the sum of (1) the cagm@nts due under non-royalty-bearing
licenses and services agreements and (2) the mimiguaranteed payments and advances against r@yditgeunder royalty-bearing licenses
and services agreements, the majority of whictcarglitional upon performance by the counterparhese minimum guarantee payments and
any related marketing commitments are includedhéntable below.

The following table summarizes our minimum contuatbligations as of June 30, 2010, and the effeceéxpect them to have on our liquic
and cash flow in future periods (in millions):

Contractual Obligations

Developer/
Licensor Other
Leases Commitments Purchase

Fiscal Year Ending March 31, (a) (b) Marketing Obligations Total
2011 (remaining nine month $ 37 $ 18¢ $ 74 $ 2 $ 302
2012 39 28C 51 — 37C
2013 32 19€ 53 — 281
2014 23 29 41 — 93
2015 18 28 15 — 61
Thereaftel 21 612 92 — 72E
Total $17C $ 1,33¢ $ 32€ $ 2 $1,83:

@ see discussion on operating leases ir* Off-Balance Sheet Commitme” section below for additional information. Lease coitments

have not been reduced by minimum sub-lease refiofalmutilized office space resulting from our rganization activities of
approximately $13 million due in the future unden-cancelable si-leases

® Developer/licensor commitments include $7 millidrcommitments to developers or licensors that H#aen recorded in current a

long-term liabilities and a corresponding amountuinrent and long-term assets in our Condenseddlidated Balance Sheet as of
June 30, 2010 because payment is not contingemt pgdormance by the developer or licen:
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The amounts represented in the table above refleaninimum cash obligations for the respectivedig/ears, but do not necessarily represent
the periods in which they will be expensed in oon@ensed Consolidated Financial Statements.

In addition to what is included in the table aboa® of June 30, 2010, we had a liability for ungggped tax benefits and an accrual for the
payment of related interest totaling $264 milliohwhich approximately $35 million is offset by pricash deposits to tax authorities for issues
pending resolution. For the remaining liability, e unable to make a reasonably reliable estiofatden cash settlement with a taxing
authority will occur.

In connection with our acquisition of Playfish isdal year 2010, we may be required to pay additiariable cash consideration that is
contingent upon the achievement of certain perfogaanilestones through December 31, 2011. Theiadditconsideration is limited to a
maximum of $100 million.

OFF-BALANCE SHEET COMMITMENTS
Lease Commitments

As of June 30, 2010, we leased certain of our atifeeilities, furniture and equipment under nomaaable operating lease agreements. We
were required to pay property taxes, insurancenanchal maintenance costs for certain of theseif@sland any increases over the base year
of these expenses on the remainder of our fagilitie

Director Indemnity Agreements

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

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

Foreign Currency Exchange Rate Risk

Cash Flow Hedging ActivitiesFrom time to time, we hedge a portion of our iigmecurrency risk related to forecasted foreignrency-
denominated sales and expense transactions byagsimghforeign currency option contracts that gdhehave maturities of 15 months or less.
These transactions are designated and qualifysisfav hedges. The derivative assets associatddoni hedging activities are recorded at
fair value in other current assets in our Conder@3ausolidated Balance Sheets. The effective podfayeains or losses resulting from changes
in fair value of these hedges is initially reportadt of tax, as a component of accumulated othexpcehensive income in stockholdegsjuity.
The gross amount of the effective portion of gain®sses resulting from changes in fair valueheSe hedges is subsequently reclassified into
net revenue or research and development experssappeopriate in the period when the forecastetséetion is recognized in our Condensed
Consolidated Statements of Operations. In the ebatthe gains or losses in accumulated other celngmsive income are deemed to be
ineffective, the ineffective portion of gains oss®s resulting from changes in fair value, if asyeclassified to interest and other income, net,
in our Condensed Consolidated Statements of Operatin the event that the underlying forecastadsactions do not occur, or it becomes
remote that they will occur, within the defined gecperiod, the gains or losses on the related ft@sthedges are reclassified from
accumulated other comprehensive income to intarebther income, net, in our Condensed Consotidatatements of Operations. During
the reporting periods all forecasted transactiatsioed and, therefore, there were no such gaitasses reclassified into interest and other
income, net. Our hedging programs are designeeldioce, but do not entirely eliminate the impaatwfency exchange rate movements in net
revenue and research and development expense$.JAsen30, 2010, we had foreign currency optiortreats to purchase approximately $13
million in foreign currency and to sell approximigt&166 million of foreign currencies. All of therfeign currency option contracts outstanc

as of June 30, 2010 will mature in the next 12 menfs of March 31, 2010, we had foreign currengijam contracts to purchase
approximately $18 million in foreign currency amdsiell approximately $30 million of foreign currées. As of June 30, 2010 and March 31,
2010, these foreign currency option contracts aatlihg had a total fair value of $4 million andr$fllion, respectively, and are included in
other current assets.

Balance Sheet Hedging Activiti. We use foreign currency forward contracts togait foreign currency risk associated with foredginrency-
denominated monetary assets and liabilities, pilyneatercompany receivables and payables. Theidareurrency forward contracts generally
have a contractual term of three months or lessaamdransacted near month-end. Our foreign cuyrfarevard contracts are not designated as
hedging instruments, and are accounted for asaterés whereby the fair value of the contractegorted as other current assets or accrued
and other current liabilities on our Condensed ©bdated Balance Sheets, and gains and lossegingsiibm changes in the fair value are
reported in interest and other income, net, in@omdensed Consolidated Statements of Operatiorsgdins and losses on these foreign
currency forward contracts generally offset thengaind losses on the underlying foreign-currenayedenated monetary assets and liabilities,
which are also reported in interest and other irgamet, in our Condensed Consolidated Statemer@pefations. In certain cases, the amount
of such gains and losses will significantly diffesm the amount of gains and losses recognizethi@mihderlying foreign-currency-
denominated monetary asset or liability, in whielse our results will be impacted. As of June 30020e had foreign currency forward
contracts to purchase and sell approximately $28®min foreign currencies. Of this amount, $7%lion represented contracts to sell foreign
currencies in exchange for U.S. dollars, $148 onillio purchase foreign currencies in exchange 8 dollars and $6 million to sell foreign
currency in exchange for British pounds sterling.o& March 31, 2010, we had foreign currency fodvemntracts to purchase and sell
approximately $431 million in foreign currencied.t®is amount, $293 million represented contraotsdll foreign currencies in exchange for
U.S. dollars, $127 million to purchase foreign emey in exchange for U.S. dollars and $11 milliorsell foreign currency in exchange for
British pounds sterling. The fair value of our figme currency forward contracts was immaterial agwfe 30, 2010 and March 31, 2010.
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We believe the counterparties to these foreignetwy forward and foreign currency option contracts creditworthy multinational commerc
banks. While we believe the risk of counterpartpperformance is not material, the disruption indhabal financial markets has impacted
some of the financial institutions with which we lolasiness. A sustained decline in the financidibtg of financial institutions as a result of
the disruption in the financial markets could affear ability to secure credit-worthy counterpastfer our foreign currency hedging programs.

Notwithstanding our efforts to mitigate some fore@urrency exchange rate risks, there can be noas= that our hedging activities v
adequately protect us against the risks assocritbdoreign currency fluctuations. As of June 20,10, a hypothetical adverse foreign
currency exchange rate movement of 10 percent petéent would have resulted in potential declingbe fair value of the premiums on our
foreign currency option contracts used in cash fieaging of $3 million and $4 million, respectivelys of June 30, 2010, a hypothetical
adverse foreign currency exchange rate movemetd percent or 15 percent would have resulted iem@l losses on our foreign currency
forward contracts used in balance sheet hedgig®bdimillion and $32 million, respectively. This séivity analysis assumes a parallel adv
shift of all foreign currency exchange rates agaims U.S. dollar; however, all foreign currenclkeange rates do not always move in such
manner and actual results may differ materially.

Interest Rate Risk

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

As of June 30, 2010 and March 31, 2010, our slwninvestments were classified as available-fte-sacurities and, consequently, were
recorded at fair market value with unrealized gainksses resulting from changes in fair valuertga as a separate component of
accumulated other comprehensive income, net ofangffects, in stockholders’ equity. Our portfotibshort-term investments consisted of
the following investment categories, summarizeddiyvalue as of June 30, 2010 and March 31, 2@1f({lions):

As of As of
June 30 March 31,

2010 2010
Corporate bond $ 254 $ 23:
U.S. agency securitie 12¢ 11¢
U.S. Treasury securitie 96 83
Commercial pape 7 1
Total shor-term investment $ 48C $ 43¢

Notwithstanding our efforts to manage interest regties, there can be no assurance that we wildeg@ately protected against risks associ
with interest rate fluctuations. At any time, arghehange in interest rates could have a signifizapact on the fair value of our investment
portfolio. The following table presents the hypdita& changes in fair value in our short-term irtvesnt portfolio as of June 30, 2010, arising
from potential changes in interest rates. The modeechnique estimates the change in fair valomfimmediate hypothetical parallel shifts in
the yield curve of plus or minus 50 basis poinBRS”), 100 BPS, and 150 BPS.
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Valuation of Securities Fair Value Valuation of Securities
Given an Interest Rate Given an Interest Rate
Decrease of X Basis Points as of Increase of X Basis Points
June 30,

(In millions) (150 BPS (100 BPS (50 BPS 2010 50 BPS 100 BP¢ 150 BP¢
Corporate bond $ 256 $ 257 $ 25t $ 254 $ 252 $ 251 $ 24¢
U.S. agency securitie 12¢ 12¢ 124 12z 12z 122 122
U.S. Treasury securitie 99 98 97 96 95 95 94
Commercial pape 7 7 7 7 7 7 7
Total shor-term investment $ 48 $ 487 $ 48 $ 48C $ 477 $ 47 $ 47z

Market Price Risk

The fair value of our marketable equity securitrepublicly traded companies is subject to marketepvolatility and foreign currency risk for
investments denominated in foreign currencies. fAkioe 30, 2010 and March 31, 2010, our marketedplaty securities were classified as
available-for-sale securities and, consequentlyewecorded in our Condensed Consolidated BalaheetS at fair market value with
unrealized gains or losses resulting from changéaii value reported as a separate componentoofaglated other comprehensive income,
net of any tax effects, in stockholders’ equityeThir value of our marketable equity securitie®fdune 30, 2010 and March 31, 2010 was
$193 million and $291 million, respectively.

Our marketable equity securities have been, andaoaginue to be, adversely impacted by volatilityhe public stock markets. At any time, a
sharp change in market prices in our investmenitsadrketable equity securities could have a sigaificmpact on the fair value of our
investments. The following table presents hypotatithanges in the fair value of our marketablatggpecurities as of June 30, 2010, arising
from changes in market prices of plus or minus @gent, 50 percent and 75 percent.

Valuation of Securities Fair Value Valuation of Securities
Given an X Percentage Decrease Given an X Percentage Increase
in Each Stock’s Market Price as of in Each Stock’s Market Price
June 30,
(In millions) (75)% (50)% (25)% 2010 25% 50% 75%
Marketable equity securitie $ 48 $ 97 $ 14 $ 19 $ 241 $ 29C $ 33¢
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ltem 4. Controls and Procedures
Definition and limitations of disclosure controls

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

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

Evaluation of disclosure controls and procedures

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

Changes in internal control over financial reportim

There has been no change in our internal contred fimancial reporting identified in connection vibur evaluation that occurred during the
three months ended June 30, 2010 that has majeafédicted or is reasonably likely to materiallyest our internal control over financial
reporting.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceeding:

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

Iltem 1A: Risk Factors

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

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

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

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

Our business is highly seasonal, with the highmstls of consumer demand and a significant pergerdfour sales occurring in the December
guarter. In addition, we seek to release many ofooducts in conjunction with specific events, lsas the release of a related movie or the
beginning of a sports season or major sporting teViewe miss these key selling periods for anysmg including product delays or delayed
introduction of a new platform for which we havevdmped products, our sales will suffer disproporétely. Likewise, if a key event to which
our product release schedule is tied were to beyddlor cancelled, our sales would also sufferrdsmrtionately. Our ability to meet product
development schedules is affected by a numberctdrfs, including the creative processes involved,doordination of large and sometimes
geographically dispersed development teams reqbiyete increasing complexity of our products amel platforms for which they are
developed, and the need to fine-tune our produdats  their release. We have experienced devetoprdelays for our products in the past,
which caused us to push back release dates. ltilme, any failure to meet anticipated productiomelease schedules would likely result in a
delay of revenue and/or possibly a significant gathiin our revenue, increase our development axpgharm our profitability, and cause our
operating results to be materially different thati@pated.

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

Competition in our industry is intense and we expesv competitors to continue to emerge in the é&thtates and abroad. While many new
products and services are regularly introduced; anklatively small number of “hit” titles accosrfor a significant portion of total revenue in
our industry. We find that driving “hit” titles a#h requires large marketing budgets and media sp#adnay not recover the investments that
we make in marketing and advertising on certairdpets and that could harm our profitability. Hibpucts or services offered by our
competitors may take a larger share of consumerdépg than we anticipate, which could cause revegganerated from our products and
services to fall below expectations. If our comipesi develop and market more successful productemices, offer competitive products or
services at lower price points or based on paymemtels perceived as offering a better value prdieos{such as pay-for-play or subscription-
based models), or if we do not continue to develmpsistently high-quality and well-received produahd services, our revenue, margins, and
profitability will decline.
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Our adoption of new business models could fail torpduce our desired financial returns.

We are actively seeking to monetize the game ptiggethat we publish through a variety of new gatis and business models, including
online distribution, micro-transactions, and sulgin services. Forecasting our revenues and taluifity for these new business models is
inherently uncertain and volatile. Our actual rexenand profits for these businesses may be signifiy greater or less than our forecasts.
Additionally, these new business models couldftailone or more of our titles, resulting in thedas our investment in the development and
infrastructure needed to support these new busimeslels, and the opportunity cost of diverting nggamaent and financial resources away
from more successful businesses.

If our marketing and advertising efforts fail to resonate with our customers, our business and operatj results could be adversely
affected.

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

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

As a result of the national and global economic whonn, overall consumer spending has declined etailers globally have taken a more
conservative stance in ordering game inventory.déerease in discretionary consumer spending tanéd to the decline in the demand for
our products during the 2009 holiday selling seaS€amtinued economic distress, which may resudt farther decrease in demand for our
products, particularly during key product launcmeows, could have a material adverse impact oroperating results and financial
condition. Uncertainty and adverse changes in th@@my could also increase the risk of materisddgson our investments, increase costs
associated with developing and publishing our petgluincrease the cost and decrease the avayatifiltources of financing, and increase our
exposure to material losses from bad debts, amhath could have a material adverse impact on imantial condition and operating results.
If we experience further deterioration in our markapitalization or our financial performance, vild be required to recognize significant
impairment charges in future periods.

Our business is subject to currency fluctuations.

International sales are a fundamental part of osirtess. For the three months ended June 30, Rd@Mational net revenue comprised 45
percent of our total net revenue. We expect intéynal sales to continue to account for a signiftqaortion of our total net revenue. Such sales
may be subject to unexpected regulatory requiresnéatiffs and other barriers. Additionally, foreigales are primarily made in local
currencies, which may fluctuate against the U.8addn addition, our foreign investments and oash and cash equivalents denominated in
foreign currencies are subject to currency fludturet. We use foreign currency forward contractsiitigate some foreign currency risk
associated with foreign currency denominated moypetssets and liabilities (primarily certain intemecpany receivables and payables) to a
limited extent and foreign currency option contsact hedge foreign currency forecasted transac{m®arily related to a portion of the
revenue and expenses denominated in foreign cyrigereerated by our operational subsidiaries). Harnahese activities are limited in the
protection they provide us from foreign currenayctliations and can themselves result in lossesdiBngption in the global financial markets
has also impacted many of the financial institwiarnth which we do business. A sustained declinénfinancial stability of financial
institutions as a result of the disruption in thahcial markets could negatively impact our treg®perations, including our ability to secure
credit-worthy counterparties for our foreign curgmedging programs. Accordingly, our results ofigpions, including our reported net
revenue, operating expenses and net income, aaudcfid condition can be adversely affected by umfable foreign currency fluctuations,
especially the Euro, British pound sterling and &iian dollar.

50



Table of Contents

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

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

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

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

During the three months ended June 30, 2010, ajpppadely 64 percent of our North American sales weegle to our top ten customers. In
Europe, our top ten customers accounted for apmabely 40 percent of our sales in that territoryiry the three months ended June 30, 2010.
Worldwide, we had direct sales to two customersn&stop Corp. and Wal-Mart Stores Inc., which regmésd approximately 14 percent and
11 percent, respectively, of total net revenudHerthree months ended June 30, 2010. As a refdhié @conomic downturn, retailers globally
continue to take a more conservative stance inrimglgame inventory. Though our products are abéléo consumers through a variety of
retailers, the concentration of our sales in one, f@w, large customers could lead to a short-@igruption in our 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 Decembartgu as they make purchases in anticipation ohthielay selling season. Also, having such
a large portion of our total net revenue conceatr@ a few customers could reduce our negotidémgrage with these customers. If one or
more of our key customers experience deterioratigdheir business, or become unable to obtaindefit financing to maintain their
operations, our business could be harmed.

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

Certain of our retail customers sell used video gariysed video game sales have been growing irhMonierica, and are emerging in Europe.
Used video games are generally priced lower thanwvideo games and the margins on used games salggemerally greater for retailers than
the margins on new game sales. We do not receienue from used video game sales. Sales of used games may negatively impact our
sales and profitability, and may continue to dots@ greater or lesser extent, in the future.

Our industry is cyclical, driven by the periodic introduction of new video game hardware systems. Aseacontinue to move through the
current cycle, our industry growth may slow down am as a result, our operating results may be difficli to predict.

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

Technology changes rapidly in our business and ifevfail to anticipate or successfully implement newechnologies in our games, the
quality, timeliness and competitiveness of our prodcts and services will suffer.

Rapid technology changes in our industry requireowenticipate, sometimes years in advance, wkichrtologies we must implement and take
advantage of in order to make our products andas\competitive in the market. Therefore, we ugusthrt our product development with a
range of technical development goals that we hofretable to achieve. We may not be
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able to achieve these goals, or our competition beagble to achieve them more quickly and effettitlean we can. In either case, our
products and services may be technologically infen our competitors’, less appealing to consupnmrboth. If we cannot achieve our
technology goals within the original developmeritextule of our products and services, then we miaydeeir release until these technology
goals can be achieved, which may delay or reduantee and increase our development expenses. Alitegty, we may increase the resour
employed in research and development in an attemgatcelerate our development of new technologiéiser to preserve our product or
service launch schedule or to keep up with our aitipn, which would increase our development exgsn

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

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

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

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

In order to publish products for a video game systech as the Xbox 360, PLAYSTATION 3 or Wii, we shitake a license from Microsoft,
Sony and Nintendo, respectively, which gives thesapanies the opportunity to set the fee strudthimewe must pay in order to publish gau
for that platform. Similarly, these companies heatained the flexibility to change their fee sturets, or adopt different fee structures for
online purchases of games, online gameplay and o#we features for their consoles. The control Hatlware manufacturers have over the
structures for their platforms and online accesddcadversely impact our costs, profitability andrgins. Because publishing products for
video game systems is the largest portion of ogirtass, any increase in fee structures would $agmifly harm our ability to generate profits.

If we are unable to maintain or acquire licenses tinclude intellectual property owned by others in ar games, or to maintain or acquire
the rights to publish or distribute games developedby others, we will sell fewer hit titles and our evenue, profitability and cash flows
will decline. Competition for these licenses may nik& them more expensive and reduce our profitability

Many of our products are based on or incorporatdlactual property owned by others. For example,EBA SPORTS products include rights
licensed from major sports leagues and playergidasons. Similarly, many of our other hit fransés, such as Harry Potter, are based on key
film and literary licenses and our Hasbro prodactsbased on a license for these key toy and gaopefies. In addition, some of our most
successful products in fiscal years 2009 and 2thiE0Rock Band" and Left 4 Dead series, were products for whictheaee distribution rights
Competition for these licenses and rights is intelfswe are unable to maintain these licensesriginds or obtain additional licenses or rights
with significant commercial value, our revenuesfipability and cash flows will decline significdpt Competition for these licenses may also
drive up the advances, guarantees and royaltiesvehanust pay to licensors and developers, whichdcsignificantly increase our costs and
reduce our profitability.
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Our business is subject to risks generally assoced with the entertainment industry, any of which cald significantly harm our
operating results.

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

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

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

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

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

(1) acquisitions of companies, businesses, intei@@roperties, and other assets, (2) minoritggtments in strategic partners, and

(3) investments in new interactive entertainmerditesses (for example, online and mobile games).dhthese strategic transactions coulc
material to our financial condition and resultopgerations. Although we regularly search for opaittes to engage in strategic transactions,
we may not be successful in identifying suitablpanunities. We may not be able to consummate pieteacquisitions or investments or an
acquisition or investment we do consummate mayenbance our business or may decrease rather ttr@ase our earnings. The process of
acquiring and integrating a company or businessuocessfully exploiting acquired intellectual pedy or other assets, could divert a
significant amount of resources, as well as ouragament’s time and focus and may create unforegeemating difficulties and expenditures,
particularly for a large acquisition. Additionaskis and variations of the foregoing risks we faduide:

. The need to implement or remediate controls, praedand policies appropriate for a public compargn acquired company th
prior to the acquisition, lacked these controlscedures and policie

. Cultural challenges associated with integrating leyges from an acquired company or business int@@anization
. Retaining key employees and maintaining the keyniess and customer relationships of the businegsexquire

. The need to integrate an acquired com|'s accounting, management information, human rescamd other administrative syste
to permit effective management and timely report

. The possibility that we will not discover importdatts during due diligence that could have a ntadverse impact on the value
of the businesses we acqui

. Potential impairment charges incurred to write dakacarrying amount of intangible assets generasgesl result of an acquisitic

. Litigation or other claims in connection with, ahieritance of claims or litigation risks as a résfil an acquisition, including clair
from terminated employees, customers or other {raties,

. Significant accounting charges resulting from tbepletion and integration of a sizeable acquisiiad increased capit
expenditures

. Significant acquisitio-related accounting adjustments, particularly retato an acquired compe’s deferred revenue, that m
cause reported revenue and profits of the comlzpneathany to be lower than the sum of their s-alone revenue and profit

. The possibility that the combined company would adtieve the expected benefits, including any goatied operating and product
synergies, of the acquisition as quickly as ansitagd,
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. The possibility that the costs of, or operationfiallties arising from, an acquisition would beegter than anticipate

. To the extent that we engage in strategic trarmastutside of the United States, we face additidsies, including risks related -
integration of operations across different cultuaed languages, currency risks and the partica@n@nmic, political and regulatory
risks associated with specific countries,

. The possibility that a change of control of a compae acquire triggers a termination of contractuahtellectual property rights
important to the operation of its busine

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

We may be subject to claims of infringement of thid-party intellectual property rights, which could harm our business.

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

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

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

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

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

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

Entertainment software piracy is a persistent gwobin our industry. The growth in peer-to-peer regks and other channels to download
pirated copies of our products, the increasinglaldity of broadband access to the Internet amdptfoliferation of technology designed to
circumvent the protection measures used with ocodlysets all have contributed to an expansion incgirdhough we take technical steps to
make the unauthorized copying of our products nddfecult, as do the manufacturers of consoles dwiclv our games are played, these efforts
may not be successful in controlling the piracyuof products.

While legal protections exist to combat piracy verging and curbing infringement through enforcehwdrour intellectual property rights may
be difficult, costly and time consuming, particljyan countries where laws are less protectiventéliectual property rights. Further, the scope
of the legal protection of copyright and prohibitibagainst the circumvention of technological prtite measures to protect copyrighted wi
are often under scrutiny by courts and governingjds The repeal or weakening of laws intendedtolmat piracy, protect intellectual prope
and prohibit the circumvention of technologicalteion measures could make it more difficult ferta adequately protect against piracy.
These factors could have a negative effect on mawitp and profitability in the future.

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

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

to do so or by an outside developer without theskadge of the publisher. From time to time, sontdkn content and features have contained
profanity, graphic violence and sexually expligitatherwise objectionable material. In a few ca#ies Entertainment Software Ratings Board
(“ESRB”) has reacted to discoveries of hidden congad features by reviewing the rating that wagially assigned to the product, requiring
the publisher to change the game packaging aniddogfthe publisher. Retailers have on occasionteghto the discovery of such hidden
content by removing these games from their shehedgsing to sell them, and demanding that thellipbers accept them as product returns.
Likewise, consumers have reacted to the revelatdndden content by refusing to purchase such ganemanding refunds for games they
have already purchased, and refraining from bugihgr games published by the company whose gantained the objectionable material.

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

to occur, our business and financial performancgdcbe significantly harmed.

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

Products such as ours are extremely complex sadtpragrams, and are difficult to develop, manufeeand distribute. We have quality
controls in place to detect defects in the softwaredia and packaging of our products before theyeleased. Nonetheless, these quality
controls are subject to human error, overridingl, Basonable resource constraints. Therefore, thesdy controls and preventative measures
may not be effective in detecting defects in owduoicts before they have been reproduced and reléatsethe marketplace. In such an event,
we could be required to recall a product, or we fivay it necessary to voluntarily recall a produantd/or scrap defective inventory, which
could significantly harm our business and operatesgilts.
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Breaches of our security measures and unintendedstilosures of our intellectual property or our custmer data could adversely affect
our business.

We take measures to prevent our source code ardathfidential information from unauthorized acces security breach that results in the
disclosure of our source code, other confidensakss, or preelease software could lead to piracy of our saféwa otherwise compromise ¢
product plans. When we conduct business onlinetlijrevith consumers, we may be the victim of fralgsht transactions, including credit card
fraud, which presents a risk to our revenues atenpially disrupts service to our customers. Asingzease our online businesses, we are also
collecting and storing an increasing amount of @uglr data, some of it personally identifiable imfiation including credit card data. It is
possible that our security controls over custonata enay not prevent the improper disclosure ofqeby identifiable information. A security
breach that leads to disclosure of customer acdatorimation (including personally identifiable arimation) could harm our reputation and
subject us to liability under laws that protectguaral data, resulting in increased costs or losewenue. A resulting perception that our
products or services do not adequately protecptivacy of personal information could result inoa$ of current or potential customers for our
online offerings that require the collection of reer data.

We may experience outages and disruptions of our 6ine services if we fail to maintain adequate opet&nal services and supporting
infrastructure.

As we increase our online products and servicegxpect to continue to invest in technology sesj¢@rdware and software, including data
centers, network services, storage and databdsediegies, to support existing services and tmohice new products and services including
websites, ecommerce capabilities, online game camities and online game play services. Creatingafifropriate support for online business
initiatives is expensive and complex, and couldiltés inefficiencies or operational failures, aindreased vulnerability to cyber attacks, which
could diminish the quality of our products, sergicand user experience. Such failures could resdikmage to our reputation and loss of
current and potential users, subscribers, and ase@ey which could harm our business.

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 tlidioary course of our business, there are mangaetions and calculations where the
ultimate tax determination is uncertain.

We are also required to estimate what our tax abbgs will be in the future. Although we believerdax estimates are reasonable, the
estimation process and applicable laws are inhlgrantertain, and our estimates are not bindingagrauthorities. The tax laws’ treatment of
software and internet-based transactions is péatiguwncertain and in some cases currently appletax laws are ill-suited to address these
kinds of transactions. Apart from an adverse régniwf these uncertainties, our effective tax @t could be adversely affected by our profit
level, by changes in our business or changes istoucture resulting from the reorganization of business and operating structure, chang
the mix of earnings in countries with differing tstry tax rates, changes in the elections we metkanges in applicable tax laws (in the Un
States or foreign jurisdictions), or changes invhkiation allowance for deferred tax assets, dsasenther factors. In fiscal years 2009 and
2010, we recorded a valuation allowance against ofasur U.S. deferred tax assets. We expect toigeoa valuation allowance on future U
tax benefits until we can sustain a level of padfitity or until other significant positive evidemarises that suggest that these benefits are mor
likely than not to be realized. Further, our taxedminations are regularly subject to audit byaathorities and developments in those audits
could adversely affect our income tax provisiono@Hd our ultimate tax liability exceed our estingteur income tax provision and net income
or loss could be materially affected.

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

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

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

Our reported financial results are impacted byateounting policies promulgated by the Securities Bxchange Commission (“SEC”) and
national accounting standards bodies and the metlstimates, and judgments that we use in appbimgccounting policies. Policies
affecting software revenue recognition have anddctwrther significantly affect the way we accodiot revenue related to our products and
services. We recognize all of the revenue from kedhdales (.e., packaged goods video games that include an osdinéce component) on a
deferred basis over an estimated online servidegienvhich we generally estimate to be six montegibning in the month after shipment. As
we increase our downloadable content and add naturis to our online service, our estimate of thie service period may change and we
could be required to recognize revenue over a lopgeod of time. We expect that a significant pmrtof our games will be online-enabled in
the future and we could be required to recogniear¢tated revenue over an extended period of tatieer than at the time of sale. In addition,
our adoption of Financial Accounting Standards BIGAFASB”) Accounting Standards Codification (“ASY805,Business Combinationdas
had a material impact on our Condensed Consolidatehcial Statements for material acquisitionsstonmated after March 28, 2009. As we
enhance, expand and diversify our business andiptadferings, the application of existing or fuginancial accounting standards,
particularly those relating to the way we accoumtrEvenue and taxes, could have a significantradveffect on our reported results although
not necessarily on our cash flows.

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

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

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

The market price of our common stock historicalys lbeen, and we expect will continue to be, sulbjesignificant fluctuations. These
fluctuations may be due to factors specific toinsl¢ding those discussed in the risk factors abagevell as others not currently known to us
or that we currently do not believe are materialchanges in securities analysts’ earnings estisnait ratings, to our results or future financial
guidance falling below our expectations and analystd investors’ expectations, to factors affegtime entertainment, computer, software,
Internet, media or electronics industries, to dility to successfully integrate any acquisitions may make, or to national or international
economic conditions. In particular, economic downsumay contribute to the public stock markets epeing extreme price and trading
volume volatility. These broad market fluctuatidrese and could continue to adversely affect thekatarice of our common stock.
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Iltem 5. Other Information

At our Annual Meeting of Stockholders, held on Asgs, 2010, our stockholders elected the followirdividuals to the Board of Directors f
one-year terms:

For Against Abstain Broker Non-vote
Leonard S. Colema 140,781,68¢ 109,942,10: 754,930 30,000,317
Jeffrey T. Hube 244,454 A7 6,371,00° 653,240 —
Gary M. Kusin 243,481,39: 7,343,31¢ 654,011 —
Geraldine B. Laybourn 141,136,08: 109,557,58¢ 785,049 —
Gregory B. Maffe 225,654,90: 25,046,41( 777,408 —
Vivek Paul 244,438,94* 6,380,16( 659,615 —
Lawrence F. Probst | 241,720,45¢ 9,105,51¢ 652,744 —
John S. Riccitiellc 220,650,14¢ 30,175,54: 653,030 —
Richard A. Simonso 226,640,99: 24,062,30( 775,428 —
Linda J. Srert 142,117,61( 108,691,04: 670,068 —

In addition, the following matters were voted osgeived the number of votes indicated in the talbédsw, and approved by our stockholders:

1. Amendments to our 2000 Equity Incentive Platajdncrease the number of shares authorized $oaisce under the Equity Plan by
5.3 million shares and (b) remove the provisiothef Equity Plan that provides for automatic graatsur outside directors upon
appointment to the Board of Directors and annuatign re-election.

For Against Abstain Broker Non-vote

198,253,91: 52,303,361 921,441 —

2. Amendments to our 2000 Employee Stock Purchase(Ba“ESPF") to increase the number of shares authorized uhdee PP b
2 million shares

For Against Abstain Broker Non-vote

244,706,92! 6,112,90¢ 658,892 —

3. Ratification of the appointment of KPMG LLP as @gndependent registered public accounting firm fecdl year 2011

For Against Abstain Broker Non-vote

277,419,14: 3,363,72¢ 696,167 —
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ltem 6. Exhibits

Exhibit
Number Title

The following exhibits are filed as part of, or amporated by reference into, this rep:

15.1 Awareness Letter of KPMG LLP, Independent Registéteblic Accounting Firm

311 Certification of Chief Executive Officer pursuantRule 13a-14(a) of the Exchange Act, as adopteslpnt to Section 302 of
the Sarban«Oxley Act of 2002

31.2 Certification of Executive Vice President, Chieh&ncial Officer pursuant to Rule 1-14(a) of the Exchange Act, as adop

pursuant to Section 302 of the Sarbi-Oxley Act of 2002
Additional exhibits furnished with this repo
32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 2002
32.2 Certification of Executive Vice President, Chieh&ncial Officer pursuant to Section 906 of the &ag-Oxley Act of 2002
101.INS XBRL Instance Document. (*
101.SCtH XBRL Taxonomy Extension Schema Document.
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docunné€*)
101.DEF XBRL Taxonomy Extension Definition Linkbase Docunef)
101.LAB XBRL Taxonomy Extension Label Linkbase Documeny.
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenin(*)

* XBRL information is furnished and not filed orpart of a registration statement or prospectuptoposes of sections 11 or 12 of the
Securities and Exchange Act of 1933, as amendel&ased not filed for purposes of section 18 ofSbeurities and Exchange Act of 1934,
as amended, and otherwise is not subject to lighitider these sectior
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SIGNATURE

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

ELECTRONIC ARTS INC.

(Registrant,
/sl Eric F. Brown
DATED: Eric F. Brown
August 9, 2010 Executive Vice President,

Chief Financial Office
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ELECTRONIC ARTS INC.
FORM 10-Q
FOR THE PERIOD ENDED JUNE 30, 2010

EXHIBIT INDEX

INCORPORATED BY REFERENCE FILED
NUMBER EXHIBIT TITLE FORM FILE NO. FILING DATE HEREWITH
15.1 Awareness Letter of KPMG, LLP, Independent RegisteRublic
Accounting Firm, X
311 Certification of Chief Executive Officer pursuantRule 13a-14
(a) of the Exchange Act, as adopted pursuant ttidse802 of the
Sarbane-Oxley Act of 2002 X
31.2 Certification of Executive Vice President, Chieh&ncial Officer
pursuant to Rule 13a-14(a) of the Exchange Acadapted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002 X
Additional exhibits furnished with this repo
32.1 Certification of Chief Executive Officer pursuant$ection 906 ¢
the Sarban«Oxley Act of 2002 X
32.2 Certification of Executive Vice President, Chieh&ncial Officer
pursuant to Section 906 of the Sarbi-Oxley Act of 2002 X
101.INS
T XBRL Instance Documen X
101.SCF :
T XBRL Taxonomy Extension Schema Docume X
101.CAL : . .
T XBRL Taxonomy Extension Calculation Linkbase Docuntn X
101.DEF : — .
T XBRL Taxonomy Extension Definition Linkbase Docunhe X
101.LAB : .
T XBRL Taxonomy Extension Label Linkbase Docum X
101.PRE . . .
T XBRL Taxonomy Extension Presentation Linkbase Doenit X

" Pursuant to Rule 406T of Regulation S-T, theseaaatéeve data files are furnished and not filed gaat of a registration statement or
prospectus for purposes of Sections 11 or 12 oStwmirities Act of 1933, as amended; are deemefiledfor purposes of section 18 of the
Securities Exchange Act of 1934, as amended; dmehwise are not subject to liability under thesetiees. We are deemed to have
complied with the reporting obligation relatingtte submission of interactive data files in thedeildts and are not subject to liability unt
the anti-fraud provisions of the Securities Actl&83 or any other liability provision as long as make a good faith attempt to comply with
the submission requirements and promptly amenéhtbeactive data files after becoming aware thatititeractive data files fail to comply
with the submission requiremen
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Exhibit 15.1
Awareness Letter of KPMG LLP, Independent Registerd Public Accounting Firm

The Board of Directors and Stockholders
Electronic Arts Inc.:

With respect to the subject registration stateroarfform S-8 (Nos. 33-66836, 33-55212, 33-533024 B35, 33-82166, 33-61783, 389683
333-32239, 333-32771, 333-60513, 333-60517, 333B4233-39432, 333-44222, 333-67430, 333-99525;188310, 333-117990, 333-
120256, 33-127156, 333-131933, 333-138532, 333-825333-148596, 333-152757, and 333-161229) ancktyistration statement on Form
S-3 (No. 333-155409) of Electronic Arts Inc., wé&mowledge our awareness of the incorporation bgresfce therein of our report dated
August 9, 2010 related to our review of interimafircial information included in Form 10-Q for theagierly period ended July 3, 2010.

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

/s KPMG LLP

Mountain View, Californie
August 9, 201(



Exhibit 31.1
ELECTRONIC ARTS INC.

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

[, John S. Riccitiello, certify that:

1.
2.

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

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

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

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

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

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

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

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

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

a. All significant deficiencies and material weaknessethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial
information; anc

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

Dated: August 9, 201 By: /s/John S. Riccitiell

John S. Riccitiellc
Chief Executive Office



Exhibit 31.2
ELECTRONIC ARTS INC.

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

I, Eric F. Brown, certify that:
1. I have reviewed this Quarterly Report on Forn-Q of Electronic Arts Inc.

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

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

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

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

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

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

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

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

a. All significant deficiencies and material weaknessethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial
information; anc

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

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




Exhibit 32.1
ELECTRONIC ARTS INC.

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

In connection with the Quarterly Report of ElecimArts Inc. on Form 10-Q for the period ended J88e2010 as filed with the Securities and
Exchange Commission on the date hereof (the “R8pardohn S. Riccitiello, Chief Executive Officef Electronic Arts Inc., certify, pursuant
to 18 USC Section 1350, as adopted pursuant tooBea®6 of the Sarbanes-Oxley Act of 2002 (“Sec®06”), that to my knowledge:

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

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

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

August 9, 201(

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



Exhibit 32.2
ELECTRONIC ARTS INC.

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

In connection with the Quarterly Report of ElecimArts Inc. on Form 10-Q for the period ended J88e2010 as filed with the Securities and
Exchange Commission on the date hereof (the “R8parEric F. Brown, Executive Vice President a@tief Financial Officer of Electronic
Arts Inc., certify, pursuant to 18 USC Section 13&®adopted pursuant to Section 906 of the Sasb@rkey Act of 2002 (“Section 906”), that
to my knowledge:

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

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

/s/ Eric F. Brown

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

August 9, 201(

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



