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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

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

For the Quarterly Period Ended June 30, 2006

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

Commission File No. 0-17948

ELECTRONIC ARTS INC.

( Exact name of registrant as specified in its chajte

Delaware 94-2838567
(State or other jurisdiction ¢ (I.LR.S. Employe
incorporation or organization Identification No.)

209 Redwood Shores Parkway
Redwood City, California 94065
(Address of principal executive office (Zip Code)

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

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

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

Large accelerated filé Accelerated filed Non-accelerated fileO
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxge Act). YESO NOM
Indicate the number of shares outstanding of e&tedssuer’s classes of common stock, as ofdtest practicable date.
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PART | — FINANCIAL INFORMATION

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

ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
(In millions, except par value dat

ASSETS

Current asset:
Cash and cash equivalel
Shor-term investment
Marketable equity securitie
Receivables, net of allowances of $184 and $23pedtively
Inventories
Deferred income taxes, n
Other current asse

Total current asse

Property and equipment, r
Investments in affiliate
Goodwill

Other intangibles, ne
Other asset

TOTAL ASSETS

LIABILITIES, MINORITY INTEREST AND STOCKHOLDERS ' EQUITY

Current liabilities:
Accounts payabl
Accrued and other current liabilitic
Total current liabilities

Deferred income taxe
Other liabilities
Total liabilities

Commitments and contingencies (See Not
Minority interest

Stockholder' equity:

Preferred stock, $0.01 par value. 10 shares auatd

Common stock, $0.01 par value. 1,000 shares aa#thrB06 and 305 shares issued and outstand
respectively

Paic-in capital

Retained earning

Accumulated other comprehensive inca
Total stockholder' equity

TOTAL LIABILITIES, MINORITY INTEREST AND STOCKHOLDE RS’ EQUITY

See accompanying Notes to Condensed Consolidated¢tal Statements.

(@) Derived from audited financial statemer

June 30,
2006

$ 1,24¢

16€

13

w

1
2

15¢
16(

¢

-
<

3,42¢
$ 4,19

¢

N

March 31,
2006 (a)

$ 1,24Z
1,03(
16C

19¢

©
=
o
I

96¢€
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ELECTRONIC ARTS INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In millions, except per share da

Net revenue
Cost of goods sol

Gross profit

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

Total operating expens

Operating los:
Interest and other income, r

Loss before benefit from income taxes and minanitgrest
Benefit from income taxe

Loss before minority intere
Minority interest

Net loss

Net loss per shar
Basic and Diluter

Number of shares used in computati
Basic and Dilutet

See accompanying Notes to Condensed Consolidatati¢ial Statements.

Three Months Ended

2006

$ 41c
16¢€

24t

77
59
21¢
6

6

364

(119
21

(99)

$ (0.26)
30€

2005

$ 36t
151

214

$ (0.19

30¢€
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In millions)

OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic
Stocl-based compensatic
Minority interest
Realized net losses on investments and sale oépgoand equipmer
Tax benefit from exercise of stock optic
Change in assets and liabiliti¢
Receivables, ne
Inventories
Other asset
Accounts payabl
Accrued and other liabilitie

Net cash used in operating activit

INVESTING ACTIVITIES
Capital expenditure
Proceeds from sale of marketable equity secul
Purchase of she-term investment
Proceeds from maturities and sales of «term investment
Acquisition of subsidiary, net of cash acqui
Other investing activitie

Net cash provided by (used in) investing activi

FINANCING ACTIVITIES
Proceeds from sales of common stock through emplstack plans and other ple
Excess tax benefit from stc-based compensatic
Repayment of note assumed in connection with aitiguns
Repurchase and retirement of common s

Net cash provided by (used in) financing activi

Effect of foreign exchange on cash and cash et

Increase (decrease) in cash and cash equiv:
Beginning cash and cash equivale

Ending cash and cash equivale
Shor-term investment

Ending cash, cash equivalents and sterm investment

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

Non-cash investing activities:
Change in unrealized gain (loss) on investments

See accompanying Notes to Condensed Consolidatadiéial Statements.

5

Three Months Ended

June 30,

2006 2005
$ (8Y) $ (59
35 23
37 —
— 2
— 1
— 5
15¢ 14z
3 1
12 (12)
(50 (25)
(153) (110
(38) (31
(38) (33
— 4
(149) (13€)
19¢€ 134
— ©)
2 (1)
11 (37
37 19
4 —
(14) —
— (337)
27 (319
6 (10)
6 (396)
1,242 1,27(
1,24¢ 874
98: 1,69¢
$ 2,231 $ 2,57
$ 27 $ 5
$ 6 $ 47
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(1) DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATDN

We develop, market, publish and distribute intévacsoftware games that are playable by consumrel®me video game consoles (such as
the Sony PlayStatiofi2, Microsoft Xbox 360'M and Xbox®, and Nintendo GameCub¥ ), personal computers, mobile platforms (including
cellular handsets and handheld game players suitle &dayStatiofi Portable “PSPM " and the Nintendo D3M ) and online, over the
Internet and other proprietary online networks. 8ahour games are based on content that we lidemseothers (e.g., Madden NFL
Football, The Godfather and FIFA Soccer), and sofreur games are based on our own wholly-ownedléutteial property (e.g., The Sims
™ | Need for Speet™ and BLACK ™). Our goal is to publish titles with mass-markgpeal, which often means translating and localizing
them for sale in non-English speaking countriesaddition, we also attempt to create software gdraachises” that allow us to publish new
titles on a recurring basis that are based onaheegroperty. Examples of this franchise approaglitee annual iterations of our sports-based
products (e.g., Madden NFL Football, NCAKootball and FIFA Soccer), wholly-owned propertiest can be successfully sequeled (e.g.,
The Sims, Need for Speed and Battlefield) andstiti@sed on long-lived literary and/or movie prajgsre.g., Lord of the Rings and Harry
Potter).

The Condensed Consolidated Financial Statementsnagdited and reflect all adjustments (consistinky of normal recurring accruals) th
in the opinion of management, are necessary fairgfesentation of the results for the interimipeés presented. The preparation of these
Condensed Consolidated Financial Statements reguiamagement to make estimates and assumptioreffenzitthe amounts reported in
these Condensed Consolidated Financial Statemedtaaompanying notes. Actual results could diffieterially from those estimates. The
results of operations for the current interim pésiare not necessarily indicative of results texjgected for the current year or any other
period.

These Condensed Consolidated Financial Statemleoisdsbe read in conjunction with the ConsolidaEathncial Statements and Notes
thereto included in our Annual Report on Form 1@Kthe fiscal year ended March 31, 2006, as filétth the Securities and Exchange
Commission (“SEC”) on June 12, 2006.

(2) FISCAL YEAR AND FISCAL QUARTER

Our fiscal year is reported on a 52 or 53-weekqgktihat ends on the Saturday nearest March 31.r&sudt, fiscal 2006 contained 53 weeks
with the first quarter containing 14 weeks. Ouutisof operations for the fiscal years March 3102 and 2006 contain the following hum|
of weeks:

Fiscal Years Ende Number of Week: Fiscal Period End Dai
March 31, 200" 52 weeks March 31, 200"
March 31, 200t 53 weeks April 1, 2006

Our results of operations for the fiscal quarterdezl June 30, 2006 and 2005 contain the followinglrer of weeks:

Fiscal Quarters Ende Number of Week: Fiscal Period End Dai
June 30, 200 13 weeks July 1, 200¢
June 30, 200 14 weeks July 2, 200t

For simplicity of presentation, all fiscal periogi® treated as ending on a calendar month end.

(3) STOCK-BASED COMPENSATION
Adoption of SFAS No. 123R

In December 2004, the Financial Accounting Stansl@&aiard (“FASB”) issued Statement of Financial Aacting Standard (“SFAS”)

No. 123 (revised 2004“SFAS No. 123R"), “Share-Based PaymehtSFAS No. 123R requires that the cost resultiognf all share-based
payment transactions be recognized in the finaisté@éments using a fair-value-based method. ItMa005, the SEC released Staff
Accounting Bulletin (“SAB”) No. 107, ‘Share-Based Paymehtwhich provides the

6
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views of the staff regarding the interaction betw&E-AS No. 123R and certain SEC rules and regulafior public companies. SFAS
No. 123R replaces SFAS No. 1 Accounting for Stock-Based Compensatioas amended, supersedes Accounting Principles Barés
(“APB No. 25"), “ Accounting for Stock Issued to Employ&emnd amends SFAS No. 95Statement of Cash Flows

We adopted SFAS No. 123R as of April 1, 2006 anc:lapplied the provisions of SAB No. 107 to ourttn of SFAS No. 123R. SFAS

No. 123R requires companies to estimate the féirevaf shar-based payment awards on the date of grant usimgton-pricing model. We
elected to use the modified prospective transit@thod of adoption which requires that compensatigrense be recognized in the financial
statements for all awards granted after the dassloption as well as for existing awards for whioh requisite service has not been rendered
as of the date of adoption. Accordingly, prior pds are not restated for the effect of SFAS NoR123

Prior to April 1, 2006, we accounted for stdzksed awards to employees using the intrinsic valkeinod in accordance with APB No. 25 ¢
adopted the disclosure-only provisions of SFAS N28, as amended. Also, as required by SFAS No."1A8¢counting for Stock-Based
Compensation — Transition and Disclostirgve provided pro forma net income and net incggaecommon share disclosures for stock-
based awards as if the fair-value-based methodetkin SFAS No. 123 had been applied.

Valuation and Expense Recognitiddpon adoption of SFAS No. 123R, we began to recagodompensation costs for stock-based payment
transactions to employees based on their gitate-fair value over the service period for whightsawards are expected to vest. The fair \
of restricted stock units is determined based emtimber of shares granted and the quoted prioerafommon stock on the date of grant.
The fair value of stock options and stock purchéggts granted pursuant to our employee stock mselplan is determined using the Black-
Scholes valuation model, which was the same madeiqusly used for the pro forma information reqdiunder SFAS No. 123. The
determination of fair value is affected by our &t@cice as well as assumptions regarding subjeetidecomplex variables such as expected
employee exercise behavior and our expected stood yolatility over the expected term of the awasenerally, our assumptions are based
on historical information and judgment is requitedletermine if historical trends may be indicatofrfuture outcomes. The Black-Scholes
valuation model requires us to estimate the folimpkey assumptions:

. Risk-free interest rate. The risk-free inter@sélis based on U.S. Treasury yields in effediatime of grant for the expected term of
the option.

. Expected volatility. We use our historical stqurice volatility, and consider the implied volatlicomputed based on the price of
shor-term options publicly traded on our common stoakdier expected volatility assumptic

. Expected term of stock options. The expected remployee stock options represents the weightenlage period the stock optis
are expected to remain outstanding. The expectaditedetermined based on historical exercise hehgwost-vesting termination
patterns, options outstanding and future expectectise behaviol

. Expected dividend:

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

Three Months Ended June 30, 2(

Stock Optior Employee Stoc

Grants Purchase Pla

Risk-free interest rat 5.1% 3.€%
Expected volatility 48% 30- 35%
Expected tern 5.7 year 6 - 12 month
Expected dividend None None

Prior to our adoption of SFAS No. 123R, we valuad stock options based on the multiple option viidmeapproach and recognized the
expense using the accelerated approach over thisitecservice period. In conjunction with our atiop of SFAS No. 123R, we changed our
method of recognizing our stock-based compensatipense for post-adoption grants to the straigigt-dipproach over the requisite service
period; however, we continue to value our stockomst based on the multiple option valuation appno&nployee stock-based compensation
expense recognized in the three months ended Ir#®36 was calculated based on awards ultimaigigaeted to vest and has been reduced
for estimated forfeitures. SFAS No. 123R requiaésitures to be
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estimated for options granted that are not expectedst at the time of grant. In subsequent psribdctual forfeitures differ from those
estimates, an adjustment to stock-based compensatpense will be recognized at that time.

The following table summarizes stock-based comp@rsaxpense resulting from stock options, restdcttock units and our employee stock
purchase plan included in our Condensed Consotidattatements of Operations (in millions):

Three Months Ende

June 30, 200
Cost of goods sol $ —
Marketing and sale 5
General and administratiy 11
Research and developmt 21
Stocl-based compensation expel 37
Benefit from income taxe (8
Stocl-based compensation expense, net o $ 29

As of June 30, 2006, the total unrecognized congi@nscost related to stock options and restristedk unit awards was $186 million and
$26 million, respectively, and is expected to beogmized over the weighted-average service peffi@ioyears and 2.7 years, respectively.

The adoption of SFAS No. 123R, using the fair vahethod, had the following effect on our pre-tasslonet loss, and basic and diluted net
loss per share as compared to what would haverepented under APB No. 25 using the intrinsic valuethod, which was the method used
prior to our adoption (in millions, except per shadata):

Three Months Ende

June 30, 200
Intrinsic
Fair Value Value Impact of
Method Method Change

Loss before benefit from income taxes and minanitgrest $ (99 $ (66) $ (32

Net loss (82) (55 $ (26
Net loss per shar

Basic and Dilute $ (0.26) $ (0.1¢) $ (0.0¢)

Cash Flow ImpactPrior to our adoption of SFAS No. 123R, cash refdias a result of tax deductions relating to stoaked compensation
was presented in operating cash flows, along vifterotax cash flows. SFAS No. 123R requires a ifleaBon change in the statement of
cash flows. As a result, tax benefits relatingxoess stock-based compensation deductions, whithéen included in operating cash flow
activities, are now presented as financing cash #otivities (total cash flows remain unchanged).

Summary of Plans and Plan Activity
Stock Option Plans

Our 2000 Equity Incentive Plan (the “Equity Plaaflows us to grant options to purchase our commacksrestricted stock, restricted stock
units and stock appreciation rights to our emplsyeéficers and directors. Pursuant to the EquiéyPincentive stock options may be grar
to employees and officers and ngualified options may be granted to employeesceff and directors, at not less than 100 percethiedfir
market value on the date of grant.

We also have options outstanding that were gramel@r (1) the Criterion Software Limited Approvedage Option Scheme (the “Criterion
Plan™), which we assumed in connection with ounasitjon of Criterion, and (2) the JAMDAT Mobile ¢nAmended and Restated 2000
Stock Incentive Plan and the JAMDAT Mobile Inc. 20Bquity Incentive Plan (collectively, the “JAMDAHIans”), which we assumed in
connection with our acquisition of JAMDAT.
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Options granted under the Equity Plan generallyrexgn years from the date of grant and are gépergercisable as to 24 percent of the
shares after 12 months, and then ratably over 3&mmsoAll options granted under the Criterion Rlare exercisable as of March 31, 2005,
and expire in January 2012. Certain assumed opticarged under the JAMDAT Plans have acceleraigirs upon the occurrence of varic
triggering events. Otherwise, the terms of the JMMTPlans are similar to our Equity Plan.

The following table summarizes our stock optionatgst for the three months ended June 30, 2006:

Weighter-
Average
Weightec- Remaining Aggregate
Shares Average Contractua Intrinsic Value
(thousands Exercise Pric Term (years (millions)
Outstanding at March 31, 20 40,88: $  40.0Z
Grantec 61€ $  48.81]
Exercisec (1,26%) $ 29.6(
Forfeited, cancelled or expirt (84¢) $ 51.5¢
Outstanding at June 30, 20 39,38t $  40.2¢ 6.8 $ 34¢€
Vested and expected to vest at June 30, : 37,83¢ $ 39.6- 6.7 $ 347
Exercisable at June 30, 20 23,18: $ 30.7¢ 5.5 $ 33E
Options available for grant as of June 30, 2 14,04¢

The aggregate intrinsic value represents the pogatax intrinsic value based on our closing steg&e as of June 30, 2006 which would have
been received by the option holders had all optiniders exercised their options as of that dateidsleed new common stock from our
authorized shares upon exercise of stock options.

The weighted average grant-date fair value of samtions granted during the three months ended 3002006 and 2005 was $24.85 and
$15.36, respectively. The total intrinsic valueopfions exercised during the three months ended 30n2006 and 2005 was $27 million and
$26 million, respectively. The total fair value {elemined at the grant date) of shares vested dtinm¢hree months ended June 30, 2006 and
2005 was $32 million and $36 million, respectively.

The following table summarizes outstanding and @gable options as of June 30, 2006:

Options Outstandin Options Exercisabl
Weightec-
Average Weightec Weightec
Number Remaininc Average Number Average
Range of of Shares Contractue Exercise Potentia of Shares Exercise Potentia
Exercise Prices (thousands Life (years Price Dilution (thousands Price Dilution
$ 0.53- $14.99 4,151 2.14 $ 11.1¢ 1.4% 4,13¢ $ 11.1¢ 1.4%
15.00- 24.99 4,61¢ 4.6€ 23.11 1.5% 4,601 23.1( 1.5%
25.00- 34.99 9,29: 5.9¢ 30.12 3.% 8,40¢ 30.0¢ 2.1%
35.00- 44.99 2,35¢ 7.51 42.2: 0.8% 1,36¢ 42.0¢ 0.4%
45.00- 54.99 10,73; 8.62 50.7¢ 3.5% 2,99: 49.0C 1.C%
55.00- 65.93 8,22¢ 8.8t 61.6: 2.7% 1,67 62.1¢ 0.6%
$ 0.53- $65.93 39,38¢ 6.82 $ 40.2¢ 12.%% 23,18 $ 30.7¢ 7.€%

Potential dilution is computed by dividing the apts in the related range of exercise prices byliaees of common stock issued and
outstanding as of June 30, 2006 (306 million shares
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At our Annual Meeting of Stockholders, held on J2#; 2006, our stockholders approved a voluntaogiram (the “Exchange Program”) that
will permit our eligible employees to exchange agributstanding stock options that are signifigatfuhderwater” (that is, the exercise price

is greater than the stock price) for a lesser nurabghares of restricted stock or restricted stmaiks to be granted under the Equity Plan. The
Exchange Program will be open to all employeesgieded for participation by the Compensation Corteeibf the Board of Directors.
However, members of the Board of Directors and\thmed Executive Officers identified in our definéiproxy statement filed with the SEC
on June 30, 2006 will not be eligible to particeaDptions eligible for the Exchange Program waéllthose having exercise prices that are at
least 125% of the average closing price of our comstock as reported on the NASDAQ Global Seleatkelafor the five business days
preceding the date on which we commence the pradrathe event the average closing price of ourmam stock, as reported on the
NASDAQ Global Select Market, for the five businésg/s prior to the conclusion of the exchange pmgsa$55.00 or higher, we will canc

the Exchange Program.

Restricted Stock Units

We grant restricted stock units (“RSUs”") under Bquity Plan to employees worldwide. RSUs entitl&lbos to receive shares of common
stock at the end of a specified period of time. R&ke subject to forfeiture and transfer restitio/esting for RSUs is based on continued
employment of the holder. Upon vesting, the eq@rbhumber of common shares are typically issu¢dfrtax withholdings. If the vesting
conditions are not met, unvested RSUs will be faate Generally, our RSU grants vest accordingr® of the following vesting schedules:

. 100 percent after one ye:

. Three-year vesting with 25 percent cliff vestatghe end of each of the first and second yeas58 percent cliff vesting at the end
of the third year; o

. Fouryear vesting with 25 percent cliff vesting at tmel ®f each yea
The following table summarizes our RSU activity fiee three months ended June 30, 2006:

Weighte«-

Shares Average Gran

(thousands Date Fair Valu

Balance as of March 31, 20 65E $ 52.21
Granted 3 45.1¢
Vested (22 52.61
Forfeited (18) 52.51
Balance as of June 30, 20 61€ $ 52.1¢

Restricted Stock and Restricted Stock Units avbal&dr grant as of June 30, 20 3,35¢

The weighted average grant date fair value of RSWased on the quoted market value of our comrtaok ®n the date of grant. The
weighted average fair value (determined at thetgtate) of RSUs granted during the three monthe@ddne 30, 2005 was $52.71. The total
fair value of RSUs vested during the three monttded June 30, 2006 was $1 million. There were ndR&sted during the three months
ended June 30, 2005.

At our Annual Meeting of Stockholders, held on J2®; 2006, our stockholders approved amendmertet&quity Plan to (1) increase by

11 million shares the limit on the total numbesbéres underlying awards of restricted stock astlicéed stock units that may be granted
under the Equity Plan — from 4 million to 15 milichares, and (2) to limit the number of sharegestito options surrendered and cancelled
in the Exchange Program that will again becomelabta for issuance under the Equity Plan to 7 oillplus the number of shares necessary
for the issuance of the restricted stock rightse@ranted in connection with the Exchange Program.

Employee Stock Purchase Plan

Since September 1991, we have offered our empldheesbility to participate in an employee stockghase plan. Pursuant to our current
plan, the 2000 Employee Stock Purchase Plan (“EfRRgible employees may authorize payroll dedurddiof up to 10 percent of their
compensation to purchase shares at 85 perceng tduler of the fair market value of the common ktoo the date of commencement of the
offering or on the last day of the six-month pushaeriod.

10
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During the three months ended June 30, 2006, nesheere issued under the ESPP. At our Annual Mgeti Stockholders, held on July 27,
2006, our stockholders approved an amendment t2d0@ Employee Stock Purchase Plan to increaseutinder of shares authorized under
the Plan by 1.5 million. As a result, a total & énillion shares have been authorized to be reddpreissuance under the ESPP.

Pre-SFAS No. 123R Pro Forma Accounting Dissloes

Prior to the adoption of SFAS No. 123R, we accadifive stock-based awards to employees using thiasit value method in accordance
with APB No. 25 and adopted the disclosure-onlygions of SFAS No. 123, as amended.

Had compensation cost for our stock-based compengalins been measured based on the estimatedafa@ at the grant dates in
accordance with the provisions of SFAS No. 123rasnded, we estimate that our reported net loss@indss per share would have been
the pro forma amounts indicated below. The faiugadf each option grant is estimated on the datgaft using the Black-Scholes option-
pricing model. The following weighted-average asptioms were used for grants made under our stoskébaompensation plan during the
three months ended June 30, 2005:

Three Months Ende

June 30, 200
Risk-free interest rat 3.7%
Expected volatility 35%
Expected term of stock options (in yez 3.2
Expected term of employee stock purchase plan ¢nths) 6
Expected dividend None

Our calculations were based on a multiple optidnatgon approach and forfeitures were recognizedmihey occurred.

Three Months Ende

(In millions, except per share da June 30, 200
Net loss:
As reportec $ (58)
Deduct: Total stock-based employee compensatioaresgpdetermined under fair-value-based methodlfawards,
net of related tax effec (25
Pro forma $ (83)
Net loss per shar
As reportec— basic and dilute: $ (0.19
Pro forma— basic and dilute $ (0.27)

(4) BUSINESS COMBINATION
Digital lllusions C.E.

In March 2006, we signed an agreement to acquéegimaining outstanding shares of Digital lllusi@hg. (“DICE”) and merge DICE into
EA, which will allow DICE to become a fully integed studio. We will pay approximately $24 millicar, SEK 67.50 per share, in cash to
DICE shareholders at the time of the merger. Thegerds subject to customary closing conditionsl|uding regulatory approvals, and is
expected to close during the second quarter cdlfid@07. The preliminary purchase price allocatinoluding the allocation of goodwill has
been and will continue to be updated as additioriatrmation becomes available.

11
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(5) GOODWILL AND OTHER INTANGIBLE ASSETS
Goodwill information is as follows (in millions):

Effects of
As of Purchast¢ Foreign As of
March 31 Goodwill Accounting Currency June 30
2006 Acquired Adjustment Translatiol 2006
Goodwill $ 647 $ — $ 4 $ 3 $ 64¢€

During the three months ended June 30, 2006, vadifed the purchase price allocation includingahecation of goodwill related to our
JAMDAT acquisition. As a result, we reduced goodiaiid the liability balance assumed from JAMDAT $% million.

Finite-lived intangibles consist of the followinim (nillions):

As of June 30, 200

Gross Other
Carrying Accumulater Intangibles
Amount Amortizatior Impairmen Other Net
Developed and Core Technolo $ 16¢ $ 37 $ (9) $ — $ 12z
Carrier Contracts and Relat 85 ) — — 78
Trade Name 37 (22 (D) — 14
Subscribers and Other Intangib 17 (9) 2 () 5
Total $ 30¢ $ (75) $ (12 $ (1) $ 22C
As of March 31, 200!
Gross Other
Carrying Accumulate Intangibles
Amount Amortizatior Impairmen Other Net
Developed and Core Technolo $ 16¢ $ (31) $ 9 $ — $ 12¢
Carrier Contracts and Relat 85 2 — — 83
Trade Name 37 (22) (D) — 15
Subscribers and Other Intangib 17 (9) (2 (D 5
Total $ 30¢ $ (63) $ (12 $ (1) $ 232

Amortization of intangibles for the three monthsled June 30, 2006 and 2005 was $12 million (of i€ million was recognized as cos
goods sold) and $3 million (of which $2 million weeognized as cost of goods sold), respectivéhjte-lived intangible assets are
amortized using the straight-line method over #dssér of their estimated useful lives or the agesgrrerms, typically from two to twelve
years. As of June 30, 2006 and March 31, 2006ytightec-average remaining useful life for finitered intangible assets was approxima
7.0 years and 7.2 years, respectively.
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As of June 30, 2006, future amortization of finliteed intangibles that will be recorded in costgofods sold and operating expenses is
estimated as follows (in millions):

Fiscal Year Ending March 3

2007 (remaining nine month $ 35
2008 44
2009 32
2010 29
2011 26
Thereafte 54

Total $ 22C

(6) RESTRUCTURING AND ASSET IMPAIRMENT CHARGES

Restructuring and asset impairment informationfakine 30, 2006 was as follows (in millions):

Fiscal 2004
Fiscal 2006 Internation: Fiscal 200€ 2003 and 200:
Publishing Reorganizatic Restructurin Restructuring:
Workforce Facilities-relatec Other Workforce Facilities-relatec Total

Balances as of March 31, 20 $ 1 $ 8 $ 2 $ 3 $ 7 $ 21
Charges to operatiol 4 — 2 — — 6
Charges utilized in cas (4) — (2 (1) (1) (8)
Balances as of June 30, 2( $ 1 $ 8 $ 2 $ 2 $ 6 $ 19

All restructuring charges recorded subsequent weber 31, 2002, were recorded in accordance WARSINo. 146;'Accounting for Costs
Associated with Exit or Disposal Activit”. We generally expense restructuring costs as theinaurred and accrue costs associated with
certain facility closures at the time we exit theifity. Adjustments to our restructuring reseraes made in future periods, if necessary, basec
upon then-current events and circumstances.

Fiscal 2006 International Publishing Reorgaration

In November 2005, we announced plans to estabtishtarnational publishing headquarters in Gen8wétzerland. Since that time and
through our quarter ending September 30, 2006 xpect to continue to relocate certain current eyg#s to our new facility in Geneva,
close certain facilities in the U.K., and make oftedated changes in our international publishingibess.

Since the inception of the restructuring plan, tigto June 30, 2006, restructuring charges were appately $20 million, of which $8 milliol
was for the closure of certain U.K. facilities, ifllion for employee-related expenses and $5 millio other costs in connection with our
international publishing reorganization. The restiing accrual of $11 million as of June 30, 2@6xpected to be utilized by March 2017.
This accrual is included in other accrued expepsesented in Note 8 of the Notes to Condensed didased Financial Statements.

In fiscal 2007, including the three months endeakJ80, 2006, we expect to incur between $15 miblind $20 million of restructuring costs.
Overall, including charges incurred through theenimonths ended June 30, 2006, we expect to indcweka $40 million and $50 million of
restructuring costs, substantially all of whichlwésult in cash expenditures by 2017. These retstring costs will consist primarily of
employee-related relocation assistance (approxlgn@f5 million), facility exit costs (approximatefy10 million), as well as other
reorganization costs (approximately $10 million)al® we may incur severance costs paid to termigatmployees in connection with the
reorganization, we do not expect these costs &igueficant.
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Fiscal 2006 Restructuring

During the fourth quarter of fiscal 2006, we aligraur resources with our product plan for fiscad2@nd strategic opportunities with next-
generation consoles, online and mobile platformspArt of this alignment, we recorded a total poerestructuring charge of $10 million
consisting entirely of one-time benefits relatedhéadcount reductions, which are included in restiring charges in our Condensed
Consolidated Statement of Operations. As of Jun@@06, an aggregate of $8 million in cash has Ipedgsh out under the restructuring plan.
The restructuring accrual of $2 million is expectede utilized during fiscal 2007. This accruainisluded in other accrued expenses
presented in Note 8 of the Notes to Condensed didased Financial Statements.

Fiscal 2004, 2003 and 2002 Restructurings

In fiscal 2004, 2003 and 2002, we engaged in variestructurings based on management decisionsf Asme 30, 2006, an aggregate of
$28 million in cash had been paid out under thest&ucturing plans. The remaining projected net caglay of $6 million is expected to be
utilized by January 2009. The facilities-relatedraed obligation shown above is net of $7 millidrestimated future sub-lease income. The
restructuring accrual is included in other accrergenses presented in Note 8 of the Notes to CeedeBonsolidated Financial Statements.

(7) ROYALTIES AND LICENSES

Our royalty expenses consist of payments to (1)estricensors, (2) independent software develoards(3) co-publishing and/or
distribution affiliates. License royalties consi$fpayments made to celebrities, professional spganizations, movie studios and other
organizations for our use of their trademarks, cighys, personal publicity rights, content and/tres intellectual property. Royalty payme
to independent software developers are paymentsdéaievelopment of intellectual property relatedar games. Co-publishing and
distribution royalties are payments made to thadips for delivery of product.

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. Thgaéiydnased obligations are generally expensed to cagpads sold generally at the gre:

of the contractual rate or an effective royaltyerbased on expected net product sales. Prepaymadststo thinly capitalized independent
software developers and co-publishing affiliatess generally in connection with the development pé&eticular product and, therefore, we are
generally subject to development risk prior to iblease of the product. Accordingly, payments #natdue prior to completion of a product
are generally amortized to research and developoartthe development period as the services atered. Payments due after completion
of the product (primarily royalty-based in natuae@ generally expensed as cost of goods sold.

Our contracts with some licensors include minimurargnteed royalty payments which are initially réeal as an asset and as a liability at
the contractual amount when no significant perfarogaremains with the licensor. When significanf@enance remains with the licensor,
record guarantee payments as an asset when agiaalland as a liability when incurred, rather theeording the asset and liability upon
execution of the contract. Minimum royalty paymehtigations are classified as current liabilitieghe extent such royalty payments are
contractually due within the next twelve months.g&kgune 30, 2006 and March 31, 2006, approxim&&B/million and $9 million,
respectively, of minimum guaranteed royalty obligas had been recognized.

Each quarter, we also evaluate the future reatinadf our royalty-based assets as well as any ogrézed minimum commitments not yet
paid to determine amounts we deem unlikely to béized through product sales. Any impairments deieed before the launch of a product
are charged to research and development expengairinents determined post-launch are charged toof@®ods sold. In either case, we
rely on estimated revenue to evaluate the futuaizagion of prepaid royalties and commitmentsadfual sales or revised revenue estimates
fall below the initial revenue estimate, then tktual charge taken may be greater in any giventgutiran anticipated. We had no
impairments during the three months ended Jun2@m§ and 2005.
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The current and long-term portions of prepaid rogaland minimum guaranteed royalty-related assetkided in other current assets and
other assets, consisted of (in millions):

As of As of
June 30 March 31

2006 2006
Other current asse $ 89 $ 76
Other asset 54 55
Royalty-related asse! $ 14: $ 131

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 due to these parties as eittmnents payable or accrued liabilities.
The current and long-term portions of accrued sl included in accrued and other current liibgias well as other liabilities, consisted of
(in millions):

As of As of
June 30 March 31

2006 2006
Accrued and other current liabilitit $ 67 $ 82
Other liabilities 6 7
Royalty-related liabilities $ 73 $ 89

In addition, as of June 30, 2006, we were commiibgohy approximately $1,569 million to co-publistpiand/or distribution affiliates and
content licensors, but significant performance riee@with the counterparty (i.e., delivery of theguct or content or other factors) and such
commitments were therefore not recorded in our @aedd Consolidated Financial Statements. See Nuft¢h® Notes to Condensed
Consolidated Financial Statements.

(8) BALANCE SHEET DETAILS
Inventories
Inventories as of June 30, 2006 and March 31, 2008isted of (in millions):

As of As of
June 30 March 31

2006 2006
Raw materials and work in proce $ 6 $ 1
Finished goods (including manufacturing royalti 53 60
Inventories $ 59 $ 61
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Property and Equipment, Net

Property and equipment, net, as of June 30, 2066/nch 31, 2006 consisted of (in millions):

As of As of
June 30 March 31

2006 2006
Computer equipment and softw: $ 43¢ $ 41¢
Buildings 19C 127
Leasehold improvemen 85 78
Land 58 57
Office equipment, furniture and fixtur: 59 57
Warehouse equipment and ot 9 11
Construction in progres 14 59
85E 807
Less accumulated depreciati (439 (415
Property and equipment, r $ 41¢ $ 392

Depreciation expense associated with property gnipment amounted to $23 million for the three rherended June 30, 2006 and
$20 million for the three months ended June 305200

Accrued and Other Current Liabilities

Accrued and other current liabilities as of JuneZD6 and March 31, 2006 consisted of (in milljons

As of As of
June 30 March 31

2006 2006
Accrued income taxe $ 197 $ 234
Other accrued expens 154 21€
Accrued compensation and bene 88 122
Accrued royaltie: 67 82
Deferred revenu 55 52
Accrued and other current liabiliti $ 561 $ 70€

Income Taxes

With respect to our projected annual effective medax rate at the end of each quarter prior teetiteof a fiscal year, we are required to
make a projection of several items, including ounjgcted mix of full-year income in each jurisdastiin which we operate and the related
income tax expense in each jurisdiction. While finigjection is inherently uncertain, for fiscal Z0@ur projected tax rate is unusually vole
and subject to significantly greater variation. Agh, as of the end of the first quarter (and yikee second quarter) of fiscal 2007, because
relatively small changes in our forecasted profitigitfor fiscal 2007 can significantly affect oprojected annual effective tax rate, we beli
our quarterly tax rate is currently the most rdkatstimate of our effective tax rate. Accordindhe effective income tax rate reflected in our
first quarter financial statements reflects only estimated tax benefit for this quarter. The olleifective income tax rate for the fiscal year
will likely be different from this quarter’s taxteand could be considerably higher, but will bpaetelent on our profitability for the year.

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

We lease certain of our current facilities and pqént under non-cancelable operating lease agrésena are required to pay property
taxes, insurance and normal maintenance cost®ftai of these facilities and will be requiredpty any increases over the base year of
these expenses on the remainder of our facilities.
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In February 1995, we entered into a build-to-sedisk (“Phase One Lease”) with a thiatty lessor for our headquarters facilities in wedd
City, California (“Phase One Facilities"fhe Phase One Facilities comprise a total of apprately 350,000 square feet and provide spac
sales, marketing, administration and research amdldpment functions. In July 2001, the lessomnggiced the Phase One Lease with
Keybank National Association through July 2006. Pimase One Lease expires in January 2039, subjeatly termination in the event the
underlying financing between the lessor and itslées is not extended. Subject to certain termscanditions, upon termination of the lease,
we may purchase the Phase One Facilities or arfanglee sale of the Phase One Facilities to @ tharty.

Pursuant to the terms of the Phase One Lease, weedmaoption to purchase the Phase One Facilitiasyatime for a maximum purchase
price of $132 million. In the event of a sale tthiad party, if the sale price is less than $138iom, we will be obligated to reimburse the
difference between the actual sale price and $1iB@m up to maximum of $117 million, subject tertain provisions of the Phase One
Lease, as amended.

On May 26, 2006, the lessor extended its loan fimanunderlying the Phase One Lease with its lentiepugh July 2007. We may request,
on behalf of the lessor and subject to lender agrap to two one-year extensions of the loanrfaiag between the lessor and the lender. In
the event the lessor’s loan financing with the Ensds not extended, we may loan to the lessoroappately 90 percent of the financing, and
require the lessor to extend the remainder thrdwi2009; otherwise the lease will terminate. Weoaint for the Phase One Lease
arrangement as an operating lease in accordankeswaAS No. 13, ‘Accounting for Leas€$s as amended.

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

Pursuant to the terms of the Phase Two Lease, weedraoption to purchase the Phase Two Facilitiesyatime for a maximum purchase
price of $115 million. In the event of a sale tthiad party, if the sale price is less than $118iom, we will be obligated to reimburse the
difference between the actual sale price and $lilllBm up to a maximum of $105 million, subjectdertain provisions of the Phase Two
Lease, as amended.

On May 26, 2006, the lessor extended the PhaselBase through July 2009 subject to early termimaiticthe event the underlying loan
financing between the lessor and its lenders igrtnded. Concurrently with the extension of #aesk, the lessor extended the loan finar
underlying the Phase Two Lease with its lendemsudin July 2007. We may request, on behalf of tegedeand subject to lender approval, up
to two one-year extensions of the loan financingvben the lessor and the lender. In the evenegeol’'s loan financing with the lenders is
not extended, we may loan to the lessor approxisn8tepercent of the financing, and require thesdego extend the remainder through

July 2009, otherwise the lease will terminate. Weoant for the Phase Two Lease arrangement aseaatop lease in accordance with SF
No. 13, as amende

We believe that, as of June 30, 2006, the estinfategialues of both properties under these opegd#ases exceeded their respective
guaranteed residual values of $117 million forRse One Facility and $105 million for the Phase Facility.

Actual as of

Financial Covenant Requiremen June 30, 200
Consolidated Net Worth (in million: equal to or greaterth $ 2,29¢ $ 3,42¢
Fixed Charge Coverage Ra equal to or greater th 3.0C 7.97
Total Consolidated Debt to Capi equal to or less thi 60% 6.7%
Quick Ratio— Ql1&Q2 equal to or greater th 1.0C 5.32
Q3& Q4 equal to or greater th 1.7¢ N/A
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Letters of Credit

In July 2002, we provided an irrevocable standiigteof credit to Nintendo of Europe, which we haeended on a number of occasions.
The standby letter of credit, as amended, guaramedormance of our obligations to pay Nintend&ofope for trade payables. As of
June 30, 2006, the standby letter of credit, amaled, guaranteed our trade payable obligationsriteNdo of Europe for up to € 7 million.
As of June 30, 2006, less than € 1 million was plyto Nintendo of Europe under the standby laiferedit, as amended.

In August 2003, we provided an irrevocable stanehtgr of credit to 300 California Associates ILC in replacement of our security deposit
for office space. The standby letter of credit guees performance of our obligations to pay casdecommitment up to approximately $1
million. The standby letter of credit expires ind@enber 2006. As of June 30, 2006, we did not haaayable balance on this standby lette
credit.

Development, Celebrity, League and Content Licenggsyments and Commitments

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

In addition, we have certain celebrity, league emdtent license contracts that contain minimum guige payments and marketing
commitments that may not be dependent on any delies. Celebrities and organizations with whomhaee contracts include: FIFA,
FIFPRO Foundation, UEFA and FAPL (Football AssaoimPremier League Limited) (professional soccdASCAR (stock car racing);
National Basketball Association (professional béisé); PGA TOUR and Tiger Woods (professional ydNational Hockey League ai
NHL Player’ Association (professional hockey); Warner Brddalry Potter, Batman and Superman); New Line Prooioe and Saul Zaentz
Company (The Lord of the Rings); Red Bear Inc. (Obtadden), National Football League PropertiesRn8YERS Inc. (professional
football); Collegiate Licensing Company (collegi&etball, basketball and baseball); Simcoh (Defh)]aviacom Consumer Products (The
Godfather); ESPN (content in EA SPORTgames); and Twentieth Century Fox Licensing andcki@ndising (The Simpsons). These
developer and content license commitments représersum of (1) the cash payments due under naaityelpearing licenses and services
agreements and (2) the minimum guaranteed payraadtadvances against royalties due under royatyifglicenses and services
agreements, the majority of which are conditiormduperformance by the counterparty. These minirguarantee payments and any related
marketing commitments are included in the tablewel

The following table summarizes our minimum contwatobligations and commercial commitments as aEJX0, 2006 (in millions):

Commercial
Contractual Obligation Commitments
Developer; Letter of Credit

Fiscal Yeal Licensor Bank anc
Ending March 31 Leases Commitmentst) Marketing Other Guarante: Total
2007 (remaining nine month $ 4 $ 11¢ $ 4 $ 3 $ 204
2008 49 157 30 — 23€
2009 46 16€ 31 — 24%
2010 30 14¢ 31 — 21C
2011 20 28¢ 32 — 33t
Thereafte 57 707 18€ — 95C
Total $ 24% $ 1,581 $ 351 $ 3 $2,17¢

(M Developer/licensor commitments include $12 millif commitments to developers or licensors thaehzeen recorded in current and
long-term liabilities and a corresponding amountunrent and long-term assets in our Condenseddlidased Balance Sheet as of
June 30, 2006 because payment is not contingemt pgdormance by the developer or licen:
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The lease commitments disclosed above include acto@l rental commitments of $24 million under restite leases for unutilized office
space resulting from our restructuring activitiesese amounts, net of estimated future sub-le@sene, were expensed in the periods of the
related restructuring and are included in our aetrand other current liabilities reported on oun@mnsed Consolidated Balance Sheet as of
June 30, 2006. See Note 6 of the Notes to Condebsesblidated Financial Statements.

The commitments disclosed above do not includecanymitments we may incur in connection with ourusitjons of Digital lllusions C.E.
and Mythic Entertainment.

Acquisitions of Digital lllusions C.E. and Mythic Btertainment

On July 24, 2006, we completed our acquisition gtiNt Entertainment (“Mythic”) for an approximatash purchase price of $76 million.
Based in Fairfax, Virginia, Mythic is a developedapublisher of massively multiplayer online rolleypng games. We are in the process of
allocating the purchase price to the various asseldiabilities we have acquired or assumed.

In March 2006, we signed an agreement to acquéedimaining outstanding shares of DICE and merg&Ehto EA, which will allow

DICE to become a fully integrated studio. We willypapproximately $24 million, or SEK 67.50 per ghan cash to DICE shareholders at the
time of the merger. The merger is subject to cuatygrlosing conditions, including regulatory appatsy and is expected to close during the
second quarter of fiscal 2007.

Litigation

On February 14, 2005, an employment-related cletssrelawsuit,Hasty v. Electronic Arts Incwas filed against the company in Superior
Court in San Mateo, California. The complaint aleghat we improperly classified “Engineers” ini@athia as exempt employees and seeks
injunctive relief, unspecified monetary damageteriest and attorneys’ fees. On May 16, 2006, thet@ranted its preliminary approval of a
settlement pursuant to which we agreed to makeng kum payment of approximately $15 million, topaéd to a thirdparty administrator, t
cover (a) all claims allegedly suffered by the slasembers, (b) plaintiffs’ attorneys’ fees, noei@weed 25% of the total settlement amount,
(c) plaintiffs’ costs and expenses, (d) any inaenpayments to the named plaintiffs that may baazed by the court, and (e) all costs of
administration of the settlement. The hearing figr ¢ourt to consider its final approval of thelsetent is set for September 22, 2006.

In addition, we are subject to other claims arigdtion arising in the ordinary course of busind¥g. believe that any liability from any
reasonably foreseeable disposition of such otlamel and litigation, individually or in the aggrégawould not have a material adverse el
on our consolidated financial position or resufteperations.

Director Indemnity Agreements

We have entered into indemnification agreementk thié¢ members of our Board of Directors at the tih@y joined the Board to indemnify
them to the extent permitted by law against anyalhiiabilities, costs, expenses, amounts paiseitiement and damages incurred by the
directors as a result of any lawsuit, or any jualichdministrative or investigative proceeding iniet the directors are sued or charged as a
result of their service as members of our BoarDioéctors.

(10) COMPREHENSIVE LOSS

SFAS No. 130;Reporting Comprehensive Incometequires classifying items of other comprehensigeme (loss) by their nature in a
financial statement and displaying the accumulagddnce of other comprehensive income separai@ty fetained earnings and additional
paid-in capital in the equity section of a balasbeet. Accumulated other comprehensive income pifymiacludes foreign currency
translation adjustments, and the net-of-tax amofamtsnrealized gains (losses) on investments amdalized gains (losses) on derivatives
designated as cash flow hedges.
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The change in the components of accumulated otimapehensive income for the three months ended 3on2006 and 2005 are
summarized as follows (in millions):

Three Months Ende

June 30
2006 2005

Net loss $ (81 $ (58
Other comprehensive incorr

Change in unrealized gains on investments, neboéxpense of $0 and $0, respecti\ 6 47

Change in unrealized gains on derivative instrusiamdt of tax expense of $0 and $1, respecti — 4

Foreign currency translation adjustme 18 (11)

Total other comprehensive incor $ 24 $ 40

Total comprehensive lo: $ (57 $ (18

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

(11) NET LOSS PER SHARE

As a result of our net loss for the three montradeenJune 30, 2006 and 2005, we have excludedresttaik awards from the diluted earnit
per share calculation as their inclusion would hagen antidilutive. Had we reported net incomettigs period, an additional 8 million and
million shares of potential common stock equivaembuld have been included in the number of shased to calculate diluted earnings per
share for the three months ended June 30, 2008G0% respectively.

In addition, options to purchase 19 million and iiom shares of common stock were excluded fromdbove computation of diluted shares
for the three months ended June 30, 2006 and 288pectively, as their exercise price was grehgar the average market price of the
common shares for the period, and their inclusionldr have been antidilutive. For the three montided June 30, 2006 and 2005, the
weighted-average exercise price of these share$5md43 and $63.19 per share, respectively.

(12) RELATED PARTY TRANSACTIONS

On June 24, 2002, we hired Warren C. Jenson aBxaautive Vice President, Chief Financial and Adstinative Officer and agreed to loan
him $4 million to be forgiven over four years basethis continuing employment. The loan did notrbegerest. On June 24, 2004, pursuant
to the terms of the loan agreement, we forgave #ifbmof the loan and provided Mr. Jenson approaiety $1.6 million to offset the tax
implications of the forgiveness. On June 24, 2@@8suant to the terms of the loan agreement, wgafa the remaining outstanding loan
balance of $2 million. No additional funds wereyided to offset the tax implications of the forgiess of the $2 million.

(13) SEGMENT INFORMATION

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

We manage our business primarily based on geogragberformance. Accordingly, our combined globablshing organizations represent
our reportable segment, our Publishing segmentialtieeir similar economic characteristics, produantd distribution methods. Publishing
refers to the manufacturing, marketing, advertising distribution of products developed or co-depetl by us, or distribution of certain
third-party publishers’ products through our co-mling and distribution program.
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The following table summarizes the financial pemfance of our Publishing segment and a reconcitiadfoour Publishing segment’s profit to
our consolidated operating loss (in millions):

Three Months Ende

June 30
2006 2005

Publishing segmen

Net revenue $ 37¢ $ 34t

Depreciation and amortizatic (5) (6)

Other expense (247 (240
Publishing segment prof 12¢€ 99
Reconciliation to consolidated operating Ic
Other:

Net revenue 35 20

Depreciation and amortizatic (30 ()]

Other expense (250 (19¢)
Consolidated operating lo $ (119 $ (96

Publishing segment profit differs from consolidatgzerating loss primarily due to the exclusiondistantially all of our research and
development expense as well as certain corporatgifunal costs that are not allocated to the phbits organizations.

Information about our total net revenue by proding for the three months ended June 30, 2006 68 & presented below (in millions):

Three Months Ende

June 30
2006 2005
Consoles
PlayStation - $ 99 $ 117
Xbox 360 61 —
Xbox 23 44
Nintendo GameCub 11 22
Total Console! 194 18¢
PC 66 74
Mobility
PSP 37 33
Nintendo DS 8 12
Game Boy Advanc 7 6
Cellular Handset 33 1
Total Mobility 85 52
Cca-publishing and Distributio 42 30
Internet Services, Licensing and Other
Subscription Service 16 15
Licensing, Advertising and Oth 10 11
Total Internet Services, Licensing and Ot 26 26
Total Net Revenu $ 41z $ 36E

21




Table of Contents

Information about our operations in North AmeriEarope and Asia for the three months ended Jun2@®® and 2005 is presented below
millions):

North
America Europe Asia Total
Three months ended June 30, 2
Net revenue from unaffiliated custom $ 20¢ $ 16¢ $ 35 $ 41c
Long-lived asset: 1,06( 212 12 1,28¢
Three months ended June 30, 2!
Net revenue from unaffiliated custom: $ 184 $ 144 $ 37 $ 36t
Long-lived asset: 32¢€ 211 10 547

Our direct sales to Wal-Mart Stores, Inc. represgi@ipproximately 11 percent and 12 percent of tetatevenue for the three months ended
June 30, 2006 and 2005, respectively.

(14) IMPACT OF RECENTLY ISSUED ACCOUNTING STANDARDS

In February 2006, the FASB issued SFAS No. 155¢¢ounting for Certain Hybrid Financial Instruments An Amendment of FASB
Statements No. 133 and 14GBFAS No. 155 (1) permits fair value measurenfeniny hybrid financial instrument that contaims a
embedded derivative that otherwise would requiferbation, (2) clarifies that interest-only strigsd principal-only strips are not subject to
the requirements of SFAS No. 133A¢counting for Derivative Instruments and Hedgirgivities”, (3) establishes a requirement to evaluate
interests in securitized financial assets to idgiiterests that are freestanding derivativeshat are hybrid financial instruments that contain
an embedded derivative requiring bifurcation, (4yities that concentrations of credit risk in fleem of subordination are not embedded
derivatives, and (5) amends SFAS No. 148¢ctounting for Transfers and Servicing of Finan@akets and Extinguishments of Liabilities —
A Replacement of FASB Statement No.” to eliminate the prohibition on a qualifying sjeepurpose entity from holding a derivative
financial instrument that pertains to a benefigitrest other than another derivative financiatimment. SFAS No. 155 is effective for all
financial instruments acquired or issued for fisgdrs beginning after September 15, 2006. We tbel@ve the adoption of SFAS No. 155
will have a material impact on our Condensed Cddatdd Financial Statements.

In April 2006, the FASB issued FASB Staff PositiRSP”) FASB Interpretation (“FIN”) 46(R)-6, Determining the Variability to Be
Considered in Applying FASB Interpretation No. 46{RFSP FIN 46(R)-6 addresses how a reporting erigsshould determine the
variability to be considered in applying FIN 46(R)Consolidation of Variable Interest Entities — Amelpretation of ARB No. 51which
affects the determination of (1) whether the enifitg variable interest entity (“VIE”), (2) whichterests are “variable interests” in the entity,
and (3) which party, if any, is the primary bengdiyg of the VIE. The guidance in the FSP FIN 46@3¥ required to be applied prospectively
to all entities (including newly created entitig@g}h which that enterprise first becomes involved o all entities previously required to be
analyzed under FIN 46(R) when a “reconsideraticengvhas occurred beginning in the first reportpggiod after June 15, 2006. We do not
expect the adoption of FSP FIN 46(R)-6 to have teri@ impact on our Condensed Consolidated Firzdi8tatements.

In June 2006, the FASB ratified the consensus exhon Emerging Issues Task Force (“EITF”) Issue 083, “How Taxes Collected from
Customers and Remitted to Governmental Author8lesuld Be Presented in the Income Statement (Fh&@rbss Versus Net Presentatitn)
The scope of EITF Issue No. 06-3 includes any aetsn-based tax assessed by a governmental ayttiat is imposed concurrent with or
subsequent to a revenue-producing transaction eetaaeller and a customer. The scope does natimthaxes that are based on gross
receipts or total revenues imposed during the itorgrprocurement process. Gross versus net incteensent classification of that tax is an
accounting policy decision and a voluntary changela be considered a change in accounting poligyiring the application of SFAS

No. 154, Accounting Changes and Error CorrectichsThe following disclosures will be required for taxeithin the scope of this issue t
are significant in amount: (1) the accounting poktected for these taxes and (2) the amountseofatkes reflected gross (as revenue) in the
income statement on an interim and annual basialfperiods presented. The EITF Issue No. 06{8edtconsensus is effective for interim
and annual periods beginning after December 156.20& do not expect the adoption of EITF Issue a3 to have a material impact on «
Condensed Consolidated Financial Statements.
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In July 2006, the FASB issued FIN No. 48\¢counting for Uncertainty in Income Taxes — Arifptetation of FASB Statement No. 109
FIN 48 clarifies the accounting for uncertaintyingome taxes recognized in financial statemengcaordance with SFAS No. 109, “
Accounting for Income Tax”. FIN 48 prescribes a recognition threshold andsoeement attribute for the financial statemenvgadion

and measurement of a tax position taken or expeotbd taken in a tax return and provides guidamcderecognition, classification, interest
and penalties, accounting in interim periods, disaie, and transition. The evaluation of a taxtposis a two-step process. The first step is a
recognition process where we are required to détermhether it is more likely than not that a tasiion will be sustained upon
examination, including resolution of any relategh@gls or litigation processes, based on the teahmierits of the position. In evaluating
whether a tax position has met the more-likely-thahrecognition threshold, it is presumed thatghbsition will be examined by the
appropriate taxing authority that has full knowledy all relevant information. The second stepiiseasurement process whereby a tax
position that meets the more-likely-than-not redtign threshold is calculated to determine the amiadf benefit to recognize in the financial
statements. FIN 48 also requires new tabular reliatien of the total amounts of unrecognized taxéfits at the beginning and end of the
reporting period. The provisions of FIN 48 are efifee for fiscal years beginning after December2@)6. As such, we are required to adopt
it in our first quarter of fiscal year 2008. Anyariges to our income taxes due to the adoptionvfdBl are treated as the cumulative effect of
a change in accounting principle. We are evaluatihgt impact the adoption of FIN 48 will have on @ondensed Consolidated Financial
Statements. FIN 48 could have a material adverpadton our Condensed Consolidated Financial Sttt
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Electronic Arts Inc.:

We have reviewed the accompanying condensed cdasetdi balance sheet of Electronic Arts Inc. andisiidries (the Company) as of July
2006, the related consolidated statements of dpastand cash flows for the three-month perioakedrJuly 1, 2006 and July 2, 2005. These
condensed consolidated financial statements anefiponsibility of the Company’s management.

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

Based on our review, we are not aware of any naterodifications that should be made to the conel@®nsolidated financial statements
referred to above for them to be in conformity witts. generally accepted accounting principles.

We have previously audited, in accordance withdsaaas of the Public Company Accounting OversighamioUnited States), the
consolidated balance sheet of Electronic Arts &mel subsidiaries as of April 1, 2006, and the eelatonsolidated statements of operations,
stockholders’ equity and comprehensive income,casth flows for the year then ended (not presengeeir); and in our report dated June 9,
2006, we expressed an unqualified opinion on tleossolidated financial statements. In our opintbe,information set forth in the
accompanying condensed consolidated balance sheétgril 1, 2006, is fairly stated, in all mat@rrespects, in relation to the consolidated
balance sheet from which it has been derived.

KPMG LLP
Mountain View, California
August 8, 2006

24




Table of Contents

Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

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

March 31, 2006 as filed with the Securities and Ex@ange Commission (“SEC”) on June 12, 2006 and inlo¢r documents we have filed
with the SEC.

OVERVIEW

The following overview is a top-level discussionafr operating results as well as some of the sremdl drivers that affect our business.
Management believes that an understanding of tinesds and drivers is important in order to underdtour results for the three months
ended June 30, 2006, as well as our future prospElis summary is not intended to be exhaustigejmit intended to be a substitute for the
detailed discussion and analysis provided elsewihattés Form 10-Q, including in the remainder M&nagement’s Discussion and Analysis
of Financial Condition and Results of OperatioriRisk Factors” or the Condensed Consolidated Firsi8tatements and related notes.
Additional information can be found within the “Bness” section of our Annual Report on Form 10-Ktfte fiscal year ended March 31,
2006 as filed with the SEC on June 12, 2006 aradtiar documents we have filed with the SEC.

About Electronic Arts

We develop, market, publish and distribute intévacsoftware games that are playable by consumel®me video game consoles (such as
the Sony PlayStatiofi2, Microsoft Xbox 360M and Xbox®, and Nintendo GameCubB¥ ), personal computers, mobile platforms (including
cellular handsets and handheld game players suitie &ayStatiofi Portable “PSPM” and the Nintendo D3V) and online, over the
Internet and other proprietary online networks. 8ahour games are based on content that we lidemseothers (e.g., Madden NFL
Football, The Godfather and FIFA Soccer), and sofreur games are based on our own wholly-ownedléuteial property (e.g., The Sims
™ | Need for Speet™ and BLACK ™). Our goal is to publish titles with mass-markgpeal, which often means translating and localizing
them for sale in non-English speaking countriesaddition, we also attempt to create software gdraachises” that allow us to publish new
tittes on a recurring basis that are based onahmgroperty. Examples of this franchise approaeltree annual iterations of our sports-based
products (e.g., Madden NFL Football, NCAKootball and FIFA Soccer), wholly-owned propertiest can be successfully sequeled (e.g.,
The Sims, Need for Speed and Battlefield) andstilesed on long-lived literary and/or movie propsrfe.g., Lord of the Rings and Harry
Potter).

Overview of Financial Results

Total net revenue for the three months ended Jan2®6 was $413 million, up 13 percent as comptréde three months ended June 30,
2005. Net revenue for the three months ended Jon20®6 was driven by sales2006 FIFA World CugM, Battlefield 2: Modern Combat
™ Need for SpeetM Most Wanted The SimdM2 andEA SPORTSM Fight Night Round 32006 FIFA World Cugsold over two million
copies in the quarter.

Net loss for the three months ended June 30, 2@G6$81 million as compared to a net loss of $58anifor the three months ended June
2005. Diluted loss per share for the three montitee June 30, 2006 was $0.26 as compared to adlilogs per share of $0.19 for the three
months ended June 30, 2005.

We used $38 million in cash from operations dutimgthree months ended June 30, 2006 as compa#$&d taillion during the three months
ended June 30, 2005. The increase in cash usgxbratong activities for the three months ended Bh&006 as compared to the three
months ended June 30, 2005 resulted primarily faormcrease of $22 million in cash paid for inccemé other taxes. This increase was
partially offset by a lower accounts receivableabak as of June 30, 2006 as
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compared to June 30, 2005, resulting from a higlkecentage of net revenue recognized in the firsthonths of our first quarter of fiscal
2007 as compared to the first quarter of fiscal&@¢hich allowed us to collect a higher percentageur receivables prior to the end of the
quarter.

Management’s Overview of Historical and ProspectivBusiness Trends

Stock-Based Compensatiddeginning in fiscal 2007, we adopted Statementionéicial Accounting Standard (“SFAS”) No. 123 (a4l
2004) (“SFAS No. 123R"), Share-Based Paymehtwhich requires us to recognize the cost resglfrom all share-based payment
transactions in our financial statements usingraviue-based method. As a result of our adoptib8FAS No. 123R, beginning with our
first quarter of fiscal 2007, our operating resgltsitain a charge for stock-based compensatioteckta the equity-based compensation we
provide to our employees, as well as stock purchasder our 2000 Employee Stock Purchase Plan.€ekbisnse is in addition to the stock-
based compensation expense we recognized in giards related to restricted stock unit grantspisitions and other grants. The stock-
based compensation charges we incur will depertdi@number of equity-based awards we grant, thebeuiwf shares of common stock we
sell under our 2000 Employee Stock Purchase Pawged as a number of estimates and variables asi@stimated forfeiture rates, the
trading price and volatility of our common stodke texpected term of our options, and interest rétes result, our stockased compensati
charges can vary significantly from period to pdrio

The following table summarizes our stock-based amsption expense resulting from stock optionsriotstl stock units and our employee
stock purchase plan included in our Condensed Cidased Statements of Operations for the three hahded June 30, 2006 and 2005 (in
millions):

Three Months Ende

June 30
2006 2005
Cost of goods sol $ — $ —
Marketing and sale 5 —
General and administratiy 11 —
Research and developmt 21 —
Stocl-based compensation expel 37 —
Benefit for income taxe (8 —
Stocl-based compensation expense, net o $ 29 $ —

As of June 30, 2006, the total unrecognized congit@nscost related to stock options and restristedk unit awards was $186 million and
$26 million, respectively, and is expected to beogmized over the weighted-average service peffidioyears and 2.7 years, respectively.

Transition to Next-Generation Consol€xur industry is cyclical and in the midst of a s#ion stage heading into the next cycle. During th
three months ended December 31, 2005, Microsoficlaed the Xbox 360, and Sony and Nintendo have dmtlounced their intention to
introduce new video game consoles in the comingthsoWWe expect that, as the current generatiomidaes continue to progress and
eventually reach the end of their commercial lifele and next-generation consoles are introductedtire market, sales of video games for
current-generation consoles will continue to dechs consumers replace their current-generatiosoteswith next-generation consoles, or
defer game software purchases until they are alj@tchase a next-generation console. This pateaferred to in our industry as a
transition to next-generation consoles. During trassition, we intend to continue to develop niled for current-generation video game
consoles while we also continue to make signifiGanéstments in the development of products fottigexeration consoles. We expect the
average selling prices and the number of unitsuoftiles for current-generation consoles to camgito decline as more value-oriented
consumers purchase current-generation consolesageg number of competitive titles are publishededuced price points, and consumers
defer purchases in anticipation of next-generatimmsoles. We expect our gross margins to be nedpgfinpacted by (1) a decrease in
average selling prices of titles for current-getieraplatforms, (2) higher license royalty ratesd 43) amortization of our newly-acquired
intangible assets.

We have incurred, and expect to continue to insigiher costs during this transition to next-gerieratonsoles. Moreover, we expect
development costs for next-generation video gaméee tgreater on a per-title basis than developr@sts for current-generation video
games. We also expect our operating expensesrease for the fiscal year ending March 31, 2007 as
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compared to prior fiscal years, primarily as a lesfi(1) the recognition of stock-based compemsatiue to our adoption of SFAS No. 123R,
and (2) higher expenditures for research and dpwedmt due to our investment in next-generation al@ss online and mobile platforms. As
we move through the life cycle of current-genemationsoles, we will continue to devote significeegources to the development of current-
generation titles while at the same time continuminvest heavily in tools, technologies and $itfer the next generation of platforms and
technology. We expect our operating results toinoetto be volatile and difficult to predict, whiclbuld cause our stock price to fluctuate
significantly.

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

We have developed and published games for a varfdtgindheld platforms, including the Nintendo GaBay and Game Boy Advance, for
several years. The introductions of the Sony PSPtfaa Nintendo DS, with their richer graphics, d=egameplay, and online functionality,
provide a richer mobile gaming experience to coreysm

We expect sales of games for cellular handsets¢orbe an increasingly important part of our busivesridwide. To accelerate our position
in this growing segment, in February 2006, we aeguJAMDAT Mobile Inc. (“*JAMDAT?"), a global publiskr of wireless games and other
wireless entertainment applications. As a resuthisf acquisition, we expect our net revenue framgs for cellular handsets to increase
significantly in fiscal 2007. Likewise, the acqtisn, along with the additional investment requitedyrow this portion of our business
globally, will result in increased development anmkrating expenses.

As mobile technology continues to evolve and ttstailhed base of both handheld game systems and-gaaided cellular phones expands,
we expect that sales of our titles for mobile matis — for both handhelds and cellular handsetsit-become an increasingly important
part of our business.

Investment in OnlineToday, we generate net revenue from a variety bf@mroducts and services, including casual gaanelsdownloadab
content marketed under our Pogo brand, persistatet world games such Bidtima Online™, PC-based downloadable content and online-
enabled packaged goods. As the nature of onlineegdfarings expands and evolves, we anticipate-teng opportunities for growth in this
area. For example, we expect that consumers Wil salvantage of the online connectivity of nextegation consoles at a much higher rate
than they have so far on current-generation cossallwing more consumers to enhance their gamegperience through multiplayer
activity, community-building and downloading conte#e also plan to increase the amount of conteaitable for download on the PC and
consoles, and to enable entire PC-based gamesdmwdoaded electronically. In addition, we plaretgand our casual game offerings
internationally and to invest in growing genrestsas advanced casual games. To further enhaneaboe offerings, we also acquired
Mythic Entertainment, a developer and publishemaksively multiplayer online role-playing gamesoity 24, 2006. Although we intend to
make significant investments in online productfraistructure and services and believe that onlamaeplay will become an increasingly
important part of our business in the long term,deaot expect revenue from persistent state wgatdes or online gameplay and
distribution to be significant in fiscal 2007.

International ExpansiorWe expect international sales to remain a fundaahg@eatrt of our business. As part of our internadgl@xpansion
strategy, we may seek to partner with establisbedl lcompanies through acquisitions, joint ventaresther similar arrangements. We are
planning to expand our development and publishaiiyities business in Europe and Asia. We belidwat in order to succeed internationally,
it is important to locally develop content thaspecifically directed toward local cultures and mers. As such, we expect to continue to
devote resources to hiring local development tadawt expanding our infrastructure outside of Néutherica, most notably, through the
expansion and creation of local studio facilitieAsia. In addition, we are in the process of dighing online game marketing, publishing
and distribution functions in China.

Sales of “Hit” Titles.Sales of “hit” titles, several of which were toglees in a number of countries, contributed sigfitly to our net
revenue. Our top-selling titles across all platfsnvorldwide during the three months ended Jun@@06 were2006 FIFA World Cup,
Battlefield 2: Modern Combat, Need for Speed Moahiddt, The Sims andEA SPORTS Fight Night Round Biit titles are important to our
financial performance because they benefit fromraleconomies of scale. We have developed, aiscbiir objective to continue to develop,
many of our hit titles to become franchise titleattcan be regularly iterated.
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Increasing Licensing CostWe generate a significant portion of our net rexeeand operating income from games based on licesmadnt
such as Madden NFL Football, FIFA Soccer, Harrtd?and ESPN. We have recently entered into neam$es and renewed older licenses,
some of which contain higher royalty rates thanilsinlicense agreements we have entered into ip#se We believe these licenses, and the
product franchises they support, will continue ¢oifaportant to our future operations, but the higlasts of these licenses will negatively
impact our gross margins.

International Foreign Exchange ImpaNet revenue from international sales accounteapproximately 49 percent of our total net revenue
during the first three months of fiscal 2007 andragimately 50 percent of our total net revenuarduthe first three months of fiscal 2006.
Our international net revenue was primarily dri\snsales in Europe and, to a lesser extent, in. Agieeign exchange rates had an
unfavorable impact on our net revenue of $10 nmillior 3 percent, for the three months ended Jun2@IB as compared to the three months
ended June 30, 2005.

Acquisitions, Investments and Strategic TransastiWe have engaged in, evaluated, and expect to eentinengage in and evaluate, a wide
array of potential strategic transactions, inclgdjh) acquisitions of companies, businesses, atelhl properties, and other assets, and (2)
investments in new interactive entertainment bussias (for example, online and mobile games). tafi2006, we acquired JAMDAT as part
of our efforts to accelerate our growth in mobitaring, and in fiscal 2005 we acquired Criteriont®afe Group, Ltd. (“Criterion”), and took
a controlling interest in Digital lllusions C.E.¥TCE”"). In March 2006, we signed an agreement to acquéegimaining outstanding share:
DICE and merge DICE into EA, which will allow DICi& become an integrated studio. The merger is égdeo be completed during the
second quarter of fiscal 2007.

On July 24, 2006, we completed our acquisition gttt Entertainment (“Mythic”) for an approximatash purchase price of $76 million.
Based in Fairfax, Virginia, Mythic is a develope&dapublisher of massively multiplayer online roleypng games. We are in the process of
allocating the purchase price to the various asseldiabilities we have acquired or assumed.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

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

Revenue Recognition, Sales Returns, Allowances Bad Debt Reserves

We principally derive revenue from sales of packhbigeeractive software games designed for playidaorgame consoles (such as the
PlayStation 2, Xbox 360, Xbox and Nintendo GameQuBEs and mobile platforms including handheld gafagers (such as the Sony PSP,
Nintendo DS and Nintendo Game Boy Advance) andilzeglhandsets. We evaluate the recognition of negdrased on the criteria set fortt
Statement of Position (“SOP”) 97-Foftware Revenue Recognitionas amended by SOP 98*Blodification of SOP 97-2, Software
Revenue Recognition, With Respect to Certain Tisa” and Staff Accounting Bulletin (*SAB”) No. 10IRevenue Recognition in
Financial Statemen” , as revised by SAB No. 10/Revenue Recognition” We evaluate revenue recognition using the follgbasic

criteria and recognize revenue when all four offtéilewing criteria are met:

. Evidence of an arrangement: Evidence of an ageaemith the customer that reflects the terms amdlitions to deliver products
must be present in order to recognize reve

. Delivery: Delivery is considered to occur whee firoducts are shipped and risk of loss and reiavd been transferred to the
customer. For online games and services, revermeeagnized as the service is provid

. Fixed or determinable fee: If a portion of theaagement fee is not fixed or determinable, we gatze that amount as revenue when
the amount becomes fixed or determina
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. Collection is deemed probable: At the time oftifamsaction, we conduct a credit review of eadtamer involved in a significant
transaction to determine the creditworthiness efdhstomer. Collection is deemed probable if weeekfhe customer to be able to
pay amounts under the arrangement as those ammeodme due. If we determine that collection isprobable, we recognize
revenue when collection becomes probable (genarpiyn cash collection

Determining whether and when some of these criteaiee been satisfied often involves assumptiongudginents that can have a significant
impact on the timing and amount of revenue we repar example, for multiple element arrangementsmust make assumptions and
judgments in order to: (1) determine whether andmach element has been delivered; (2) deterntie¢her undelivered products

services are essential to the functionality ofdblvered products and services; (3) determine mératendor-specific objective evidence of
fair value (“VSOE") exists for each undeliveredraknt; and (4) allocate the total price among th@ua elements we must deliver. Changes
to any of these assumptions or judgments, or clsatugthe elements in a software arrangement, aaude a material increase or decrease in
the amount of revenue that we report in a partiqoéaiod.

Product revenue, including sales to resellers astdlilitors (“channel partners”), is recognized wiiee above criteria are met. We reduce
product revenue for estimated future returns, picgection, and other offerings, which may occithwur customers and channel partners.
In certain countries, we have stock-balancing oty for our PC and video game system products hadiiow for the exchange of these
products by resellers under certain circumstaritésour general practice to exchange productivar credits, rather than give cash refunds.

In certain countries, from time to time, we dedidgrovide price protection for both our PC andeddjame system products. When
evaluating the adequacy of sales returns and pratection allowances, we analyze historical retpourrent sell-through of distributor and
retailer inventory of our products, current treirdghe video game market and the overall econofmgnges in customer demand and
acceptance of our products and other related fdioaddition, we monitor the volume of sales tio channel partners and their inventories,
as substantial overstocking in the distributionroted could result in high returns or higher pricetpction costs in subsequent periods.

In the future, actual returns and price protectioay materially exceed our estimates as unsoldyatedn the distribution channels are
exposed to rapid changes in consumer preferen@&ettonditions or technological obsolescencetdunew platforms, product updates or
competing products. For example, the risk of prodettirns and/or price protection for our produntsy continue to increase as the
PlayStation 2, Xbox and Nintendo GameCube consuolag through their lifecycles and an increasing benand aggregate amount of
competitive products heighten pricing and compagipressures. While we believe we can make reliedtienates regarding these matters,
these estimates are inherently subjective. Accgidinf our estimates changed, our returns andegpiotection reserves would change, which
would impact the total net revenue we report. B@naple, if actual returns and/or price protecticravsignificantly greater than the reserves
we have established, our actual results would dsereur reported total net revenue. Conversehgtifal returns and/or price protection were
significantly less than our reserves, this woulttéase our reported total net revenue.

Significant judgment is required to estimate olmaéance for doubtful accounts in any accountingqueWe determine our allowance for
doubtful accounts by evaluating customer credithingss in the context of current economic trendkshastorical experience. Depending
upon the overall economic climate and the finanoieddition of our customers, the amount and tindhgur bad debt expense and cash

collection could change significantly.

Royalties and Licenses

Our royalty expenses consist of payments to (1)estricensors, (2) independent software develoaerds(3) co-publishing and/or
distribution affiliates. License royalties consi$tpayments made to celebrities, professional spganizations, movie studios and other
organizations for our use of their trademarks, cighys, personal publicity rights, content and/tres intellectual property. Royalty payme
to independent software developers are paymentsdéadevelopment of intellectual property relatedtr games. Co-publishing and
distribution royalties are payments made to thadips for delivery of product.

Royalty-based obligations with content licensord distribution affiliates are either paid in advarand capitalized as prepaid royalties or are
accrued as incurred and subsequently paid. Thga#iydnased obligations are generally expensed to cagpads sold generally at the gre:
of the contractual rate or an effective royaltyerbased on expected net product sales.
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Significant judgment is required to estimate tHeatfve royalty rate for a particular contract. Base the computation of effective royalty
rates requires us to project future revenue,iithgrently subjective as our future revenue praggast must anticipate (1) the total number of
titles subject to the contract, (2) the timing lod release of these titles, (3) the number of soBtwinits we expect to sell, and (4) future
pricing. Determining the effective royalty rate fut-based titles is particularly difficult due tioe inherent risk of such titles. Accordingly, if
our future revenue projections change, our effeatdyalty rates would change, which could impaetryalty expense we recognize.
Prepayments made to thinly capitalized indepensieitivare developers and co-publishing affiliates generally in connection with the
development of a particular product and, therefaeare generally subject to development risk gndhe release of the product.
Accordingly, payments that are due prior to comgpletbf a product are generally amortized to redearad development over the
development period as the services are incurredneats due after completion of the product (prilgaidyalty-based in nature) are generz
expensed as cost of goods sold.

Our contracts with some licensors include minimurargnteed royalty payments which are initially réeal as an asset and as a liability at
the contractual amount when no significant perfarogaremains with the licensor. When significanf@enance remains with the licensor,
record guarantee payments as an asset when aqiaalland as a liability when incurred, rather theeording the asset and liability upon
execution of the contract. Minimum royalty paymehtigations are classified as current liabilitieghe extent such royalty payments are
contractually due within the next twelve months.g&kgune 30, 2006 and March 31, 2006, approxim&&B/million and $9 million,
respectively, of minimum guaranteed royalty obligas had been recognized.

Each quarter, we also evaluate the future reatimaif our royalty-based assets as well as any ogrézed minimum commitments not yet
paid to determine amounts we deem unlikely to béized through product sales. Any impairments deireed before the launch of a product
are charged to research and development expengairinents determined post-launch are charged toof@®ods sold. In either case, we
rely on estimated revenue to evaluate the futuakzegion of prepaid royalties and commitmentsadfual sales or revised revenue estimates
fall below the initial revenue estimate, then tktual charge taken may be greater in any giventgutiran anticipated. We had no
impairments during the three months ended Jun2@m§ and 2005.

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

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

Under current accounting standards, we make judtgradout the recoverability of purchased intangitdsets and other long-lived assets
whenever events or changes in circumstances irdécpbtential impairment in the remaining valug¢hef assets recorded on our Condensed
Consolidated Balance Sheet. In order to deternfiiagotential impairment has occurred, managemekiesivarious assumptions about the
future value of the asset by evaluating future fess prospects and estimated cash flows. Our foeireash flows are primarily dependen
the sale of products for play on proprietary vid@me consoles, handheld game players, PCs anthcélandsets (“platforms”). The success
of our products is affected by our ability to aatety predict which platforms and which productsdeselop will be successful. Also, our
revenue and earnings are dependent on our alilityeiet our product release schedules. Due to pradies shortfalls, we may not realize
future net cash flows necessary to recover our-livegl assets, which may result in an impairmerargk being recorded in the future. There
were no impairment charges recorded in the threstimseended June 30, 2006 or June 30, 2005.

SFAS No. 142;Goodwill and Other Intangible Assetsequires at least an annual assessment for impatirofigoodwill by applying a fair-
value-based test. A two-step approach is requaogdst goodwill for impairment for each reportingtuThe first step tests for impairment by
applying fair value-based tests at the reportiniglemel. The second step (if necessary) measteearmount of impairment by applying fair
value-based tests to individual assets and ligslivithin each reporting unit. Application of tgeodwill impairment test requires judgment,
including identification of reporting units, assigant of assets and liabilities to reporting uratssignment of goodwill to reporting units, and
determination of the fair value of each reportimgt.urhe fair value of each reporting unit is esated using a discounted cash flow
methodology which requires significant judgmenestimate the future cash flows, determine the gpjate discount rates, growth rates and
other assumptions. The determination of fair vétwesach reporting unit could be materially affecby changes in these estimates and
assumptions which could trigger impairment. Indis2006, we completed the first step of the angoaldwill impairment
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testing as of January 1, 2006 and found no indisatbimpairment of our recorded goodwill. We diot necognize an impairment loss on
goodwill in fiscal 2006 or 2005. Future impairméssts may result in a charge to earnings and thergotential for a writelown of goodwil
in connection with the annual impairment test.

Stock-Based Compensation

On April 1, 2006, we adopted SFAS No. 123R andiagdphe provisions of SAB No. 107 on our adoptidi®BAS No. 123R. SFAS

No. 123R requires that the cost resulting fronmshiir-based payment transactions be recognized innthedial statements using a fair-value-
based method. We elected to use the modified petispdransition method of adoption. SFAS No. 128Ruires us to measure compense
cost for all outstanding unvested stock-based asvanaide to our employees and directors based anagsti fair values and recognize
compensation over the service period for awardeeteg to vest. We recognized $37 million of stbelsed compensation related to empl
stock options, employee restricted stock units@mdemployee stock purchase plan (“ESPP”) for tined months ended June 30, 2006. We
recognized less than $1 million of stock-based camsption related to employee restricted stock @amitsnon-employee stock options during
the three months ended June 30, 2005.

For options and ESPP, we use the Black-Scholesroptiluation model to determine the grant dateviaiue. The Black-Scholes option
valuation model requires us to make certain assiomptabout the future. The determination of faiueas affected by our stock price as well
as assumptions regarding subjective and compléahtas such as expected employee exercise behavidreur expected stock price
volatility over the term of the award. Generallyr @assumptions are based on historical informadiwhjudgment is required to determine if
historical trends may be indicators of future outes. We estimated the following key assumptiongtferBlack-Scholes valuation
calculation:

. Risk-free interest rate. The risk-free interasélis based on U.S. Treasury yields in effedbatitne of grant for the expected term of
the option.

. Expected volatility. We use our historical stgrice volatility and consider the implied volaglitor our expected volatility
assumption

. Expected term of stock options. The expected dramployee stock options represents the weightenlage period the stock optis
are expected to remain outstanding. The expecteditedetermined based on historical exercise Hehgwst-vesting termination
patterns, options outstanding and future expectectise behaviol

. Expected dividend:

Employee stock-based compensation expense recognitiee three months ended June 30, 2006 waslatddbased on awards ultimately
expected to vest and has been reduced for estirfafedures. SFAS No. 123R requires forfeiturebéoestimated for options granted that
not expected to vest at the time of grant. Forfeglare revised, if necessary, in subsequent peifiedtual forfeitures differ from those
estimates, and an adjustment will be recognizékattime.

Changes to our underlying stock price, our assumptused in the BlacBeholes option valuation calculation and our faufed rate as well ¢
future grants of equity could significantly impacmpensation expense to be recognized in fiscal 200 future periods.

Income Taxes

In the ordinary course of our business, there ameyntransactions and calculations where the taxalagvultimate tax determination is
uncertain. As part of the process of preparing@oamdensed Consolidated Financial Statements, weequéred to estimate our income taxes
in each of the jurisdictions in which we operat®pto the completion and filing of tax returns farch periods. This process requires
estimating both our geographic mix of income andawrrent tax exposures in each jurisdiction wheeeoperate. These estimates involve
complex issues, require extended periods of tintegolve, and require us to make judgments, suemtispating the positions that we will
take on tax returns prior to our actually prepatimgreturns and the outcomes of disputes withatdakorities. We are also required to make
determinations of the need to record deferrediédoilities and the recoverability of deferred taseats. A valuation allowance is established to
the extent recovery of deferred tax assets isikelylbased on our estimation of future taxableome in each jurisdiction.

In addition, changes in our business, includinguéitions, changes in our international structgteggnges in the geographic location of
business functions, changes in the geographic ndxaaount of income, as well as changes in oureageats with tax authorities, valuation
allowances, applicable accounting rules, applictdtdaws and regulations, rulings and
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interpretations thereof, developments in tax aad other matters, and variations in the estimatetactual level of annual pre-tax income
can affect the overall effective income tax ratd egsult in a variance between the projected affetax rate for any quarter and the final
effective tax rate for the fiscal year.

With respect to our projected annual effective medax rate at the end of each quarter prior teetiteof a fiscal year, we are required to
make a projection of several items, including oujgcted mix of full-year income in each jurisdatiin which we operate and the related
income tax expense in each jurisdiction. While firigjection is inherently uncertain, for fiscal Z0@ur projected tax rate is unusually vole
and subject to significantly greater variation.Agh, as of the end of the first quarter (and yikee second quarter) of fiscal 2007, because
relatively small changes in our forecasted profitigifor fiscal 2007 can significantly affect oprojected annual effective tax rate, we beli
our quarterly tax rate is currently the most rdkatstimate of our effective tax rate. Accordindhe effective income tax rate reflected in our
first quarter financial statements reflects only estimated tax benefit for this quarter. The olleifective income tax rate for the fiscal year
will likely be different from this quarter’s taxt@and could be considerably higher, but will bpaetelent on our profitability for the year.

RESULTS OF OPERATIONS

Our fiscal year is reported on a 52 or 53-weekqgktihat ends on the Saturday nearest March 31.rasudt, fiscal 2006 contained 53 weeks
with the first quarter containing 14 weeks. Ouutesof operations for the fiscal years March 3102 and 2006 contain the following num|
of weeks:

Fiscal Years Ende Number of Week: Fiscal Period End Dai
March 31, 200° 52 weeks March 31, 200°
March 31, 200t 53 weeks April 1, 2006

Our results of operations for the fiscal quarterdezl June 30, 2006 and 2005 contain the followinglrer of weeks:

Fiscal Quarters Ende Number of Week: Fiscal Period End Dai
June 30, 200 13 weeks July 1, 200¢
June 30, 200 14 weeks July 2, 200t

For simplicity of presentation, all fiscal periogi® treated as ending on a calendar month end.

Beginning in fiscal 2007, we adopted SFAS No. 128  applied the provisions of SAB No. 105Hare-Based Paymehtto our adoption

of SFAS No. 123R. We elected to use the modifiedpective transition method of adoption which reggihat compensation expense be
recognized in the financial statements for all aisagranted after the date of adoption as well aexisting awards for which the requisite
service has not been rendered as of the date pfiadoAccordingly, prior periods are not restatedthe effect of SFAS No. 123R. Prior to
our adoption of SFAS No. 123R, we valued our stmgfkons based on the multiple option valuation apph and recognized the expense
using the accelerated approach over the requisitéce period. In conjunction with our adoptionSFAS No. 123R, we changed our method
of recognizing our stock-based compensation expente straight-line approach over the requistwise period; however, we continue to
value our stock options based on the multiple optialuation approach.

Prior to fiscal 2007, we accounted for stock-bamedrds to employees using the intrinsic value metth@ccordance with Accounting
Principles Board No. 25, Accounting for Stock Issued to Employeasd adopted the disclosure-only provisions of SH¥o. 123, as
amended. Also, as required by SFAS No. 148¢c¢ounting for Stock-Based Compensation — Tramséiwd Disclosuré, we provided pro
forma net income and net income per common shamdodures for stock-based awards as if the fairerlased method defined in SFAS
No. 123 had been applied. As a result, prior perexé not restated for the effect of SFAS No. 122Bcl-based compensation expense for
the three months ended June 30, 2006 was $37 millio

Net Revenue

We principally derive net revenue from sales ofqa@ed interactive software games designed for ghayideo game consoles (such as the
PlayStation 2, Xbox 360, Xbox and Nintendo GameQuBEs and mobile platforms which include handlyzlthe players (such as the Sony
PSP, Nintendo DS and Nintendo Game Boy Advancexeahdlar handsets. We also derive net revenue felimg services to some of our
online games, programming third-party web sitewitr game content, allowing
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other companies to manufacture and sell our predaatonjunction with other products, and selliglgertisements on our online web pages.
From a geographical perspective, our total netmegdor the three months ended June 30, 2006 &t \@8s as follows (in millions):

Three Months Ended June { Increase %
2006 2005 (Decreas¢ Change
North America $ 20¢ 51% $ 184 50% $ 25 14%
Europe 16¢ 41% 144 40% 25 17%
Asia 35 8% 37 10% ) (5%)
International 204 49% 181 50% 23 13%
Total Net Revenu $  41c 100% $ 36¢ 10(% $ 48 13%

North America

For the three months ended June 30 2006, net revariliorth America was $209 million, driven primptdy sales of (12006 FIFA World
Cupwhich was released during the three months endeel 30, 2006 in conjunction with the World Cup 2@08cer tournamenBattlefield
2: Modern CombaandEA SPORTS Fight Night Rounda®d (2) our cellular handset games business negudtbm our acquisition of
JAMDAT on February 15, 2006. Overall, net revemuréased $25 million, or 14 percent, as compardidetdhree months ended June 30,
2005.

The increase in net revenue for the three montdeddune 30, 2006, as compared to the three menttesl June 30, 2005 was primarily
driven by (1) a $24 million increase in catal®get revenue, (2) a $27 million increase in cellllandset net revenue, and (3) a $5 million
increase in co-publishing and distribution net rexedue to the sales of titles from the Half-Lifenichise launched in the second quarter of
fiscal 2006. These increases were partially offset by $32 nmillmwer frontline® net revenue.

@We refer to “catalog net revenue” as net revenuivei@ from an EA Studio title subsequent to thertgran which it was released.
®)We refer to “frontline net revenue” as net revedeaved from an EA Studio title during the quaiteras released.

Europe

For the three months ended June 30, 2006, netuevierEurope was $169 million, driven primarily sles 02006 FIFA World Cup, The
Sims 2andFIFA Street 2 Overall, net revenue increased $25 million, op&rcent, as compared to the three months ended3yr2005. W
estimate that foreign exchange rates (primarilyiheo and the British pound sterling) decreasednteg European net revenue by
approximately $7 million, or 5 percent, for theemonths ended June 30, 2006 as compared toréieerttonths ended June 30, 2005.
Excluding the effect of foreign exchange rates estmate that European net revenue increased bpxdpmately $32 million, or 22 percent,
for the three months ended June 30, 2006.

The increase in net revenue for the three montdeddune 30, 2006, as compared to the three menttesl June 30, 2005 was primarily
driven by (1) a $10 million increase in catal®get revenue, (2) a $13 million increase in co-ltitig and distribution net revenue primarily
due to sales of titles from the Half-Life franchlaenched in the second quarter of fiscal 2006,(@had $5 million increase in cellular handset
net revenue. These increases were partially dffs@4 million lower frontlingb) net revenue.

Asia

For the three months ended June 30, 2006, netuevarsia decreased by $2 million, or 5 percemz@npared to the three months ended
June 30, 2005. The decrease in net revenue fdhtbe months ended June 30, 2006 was driven piimmariower sales of co-publishing and
distribution titles of $6 million. The overall dexzse in net revenue was mitigated by sales of fitlethe Xbox 360 of $4 million which had
not yet been launched in the three months endesl 3Wn2005. We estimate that changes in foreighange rates decreased reported net
revenue in Asia by approximately $3 million, or &gent, for the
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three months ended June 30, 2006. Excluding tleetedf foreign exchange rates, we estimate tha Ast revenue increased by
approximately $1 million, or 3 percent for the #amonths ended June 30, 2006 as compared to #eertionths ended June 30, 2005.

Our total net revenue by product line for the thmeenths ended June 30, 2006 and 2005 was as followsllions):

Three Months Ended June ! Increase %
2006 2005 (Decrease Change
Consoles
PlayStation : $ 99 24% $ 117 32% $ (198 (15%)
Xbox 360 61 15% — — 61 N/M
Xbox 23 5% 44 12% (21) (48%)
Nintendo GameCuh 11 3% 22 6% (12) (50%)
Total Console: 194 47% 18< 50% 11 6%
PC 66 16% 74 21% (8) (11%)
Mobility
PSP 37 9% 33 9% 4 12%
Nintendo DS 8 2% 12 3% 4 (33%)
Game Boy Advanc 7 2% 6 2% 1 17%
Cellular Handset 33 8% 1 — 32 N/M
Total Mobility 85 21% 52 14% 33 63%
Cce-publishing and Distributio 42 10% 30 8% 12 40%
Internet Services, Licensing and Otl
Subscription Service 16 4% 15 4% 1 7%
Licensing, Advertising and Oth 10 2% 11 3% (D) (9%)
Total Internet Services, Licensing
and Othe 26 6% 26 7% — —
Total Net Revenu $ 41z 10C% $ 36t 10C% $ 48 13%

PlayStation 2

For the three months ended June 30, 2006, netuevieom sales of titles for the PlayStation 2 w@8 #illion, driven primarily by sales of
2006 FIFA World CumndThe Godfather™ The Gam®©verall, PlayStation 2 net revenue decreaseddillidn, or 15 percent, compared to
the three months ended June 30, 2005. Althoughrevarsble to quantify the impact, we believe therélase was primarily due to the
transition to next-generation consoles.

Xbox 360

The Xbox 360 was launched in North America, Eurapé Japan during the three months ended Decemb260@4%, and in the rest of Asia
during the three months ended March 31, 2006. &lainue from sales of titles for the Xbox 360 was #fillion for the three months ended
June 30, 2006, driven by sales2006 FIFA World Cup, Battlefield 2: Modern ComlaatdEA SPORTS Fight Night RoundVBe expect net
revenue from sales of titles for the Xbox 360 toréase in fiscal 2007 as the installed base gromisnee release more titles.

Xbox

For the three months ended June 30, 2006, netuevieom sales of titles for the Xbox was $23 milliariven primarily by sales &006

FIFA World Cup, The Godfather The GanamdNFL Head CoachOverall, Xbox net revenue decreased $21 millioM&®percent, as
compared to the three months ended June 30, 200mugh we are unable to quantify the impact, wieebie the decrease was primarily due
to the transition to next-generation consoles. Wfeeet to continue to see Xbox related net reveawketline as consumers increasingly
migrate to new platforms.
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Nintendo GameCube

For the three months ended June 30, 2006, netuevieom sales of titles for the Nintendo GameCubs $11 million, driven primarily by
sales 02006 FIFA World CumndNeed for Speed™ UndergroundQverall, Nintendo GameCube net revenue decreaskddtion, or

50 percent, as compared to the three months ennhed3D, 2005. Although we are unable to quantiéyithpact, we believe the decrease was
primarily due to the transition to next-generatgmmsoles. We expect to continue to see Nintendoe&aie related net revenue to decline as
consumers increasingly migrate to new platforms.

PC

For the three months ended June 30, 2006, netuevieom sales of titles for the PC was $66 milldsiven primarily by sales of titles from
The Sims and Battlefield franchises. Overall, P€Crageenue decreased $8 million, or 11 percentpagpared to the three months ended
June 30, 2005. The decrease was primarily duedkne in sales of the Battlefield franchise 00$8illion asBattlefield 2was released
during the three months ended June 30, 2005. Tamlbdecrease in net revenue was mitigated byehnighles from The Sims franchise and
2006 FIFA World Cup totaling $17 million.

Mobile Platforms

Net revenue from mobile products which consistadaged goods games for handheld systems and dattedile games for cellular hands
increased from $52 million in the three months ehdiene 30, 2005 to $85 million in the three momthded June 30, 2006. The increase was
primarily due to the $32 million year-over-year wth in our cellular handset games business regultom our recent acquisition of
JAMDAT.

Co-Publishing and Distribution

Net revenue from ¢-publishing and distribution products increased fi®80 million in the three months ended June 305200642 million ir
the three months ended June 30, 2006. The increaseue to sales of titles from the Half-Life fraise in the three months ended June 30,
2006.

Cost of Goods Sold

Cost of goods sold for our packaged-goods busioassists of (1) product costs, (2) certain royakpenses for celebrities, professional
sports and other organizations and independenwardtdevelopers, (3) manufacturing royalties, fi@otume discounts and other vendor
reimbursements, (4) expenses for defective prod(Etsvrite-offs of post-launch prepaid royalty t46) amortization of certain intangible
assets, and (7) operations expenses. Volume disgcaragenerally recognized upon achievement adstihes and vendor reimbursements
are generally recognized as the related reveneedgnized. Cost of goods sold for our online patsleonsists primarily of data center and
bandwidth costs associated with hosting our weds sitredit card fees and royalties for use of thatty properties. Cost of goods sold for
web site advertising business primarily consistad&erving costs.

Costs of goods sold for the three months ended 3002006 and 2005 were as follows (in millions):

June 3( % of Net June 30 % of Net
2006 Revenue 2005 Revenue % Change
$168 40.7% $151 41.2% 11.2%

In the three months ended June 30, 2006, costafgysold as a percentage of total net revenue atmted.7 percentage points to 40.7 pel
from 41.4 percent for the three months ended JOn2@5. The 0.7 percentage point improvement wiasapily the result of a decrease in
average product costs, which were partially offsehigher overall royalty costs and increased aizegion of intangibles.

Average product costs decreased as a percentage iifvenue primarily due to a higher mix of celfuhandset and Xbox 360 net revenue,
lower warranty expense in North America in the entryear and the impact of higher returns in Eurdyeeto lower-than-expected demand
for our products during the three months ended 30n2005. We estimate that lower average prochgis@s a percentage of net revenue
increased total gross margin by approximately €
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The decrease in average product costs was paniddlgt by higher average royalty costs as a regult

. Higher license royalties as a percentage of twarevenue primarily due to the releas@@d6 FIFA World Cu@andNFL Head
Coachin the current year as comparedMedal of Honor: European Assatlilt the prior year and the recent acquisition of IANT
which incurs license royalties on the majority loéit products. We estimate that higher licenselti@gaas a percentage of total net
revenue decreased gross margin by approximatedydept.

. Higher co-publishing and distribution royaltiesapercentage of total net revenue due to theshighlume of co-publishing and
distribution net revenue during the three montteednJune 30, 2006 as compared to the three momtiesl dune 30, 2005. We
estimate that higher co-publishing and distributioyalties as a percentage of total net revenus=dsed gross margin by
approximately 1 percer

. Partially offset by lower third-party developmeayalties as a percentage of total net revenurapily due to a lower mix of
externally developed titles versus internally deped titles in the three months ended June 30, a8@®mpared to the three months
ended June 30, 2005. We estimate that lower der@oproyalties as a percentage of total net revaranreased gross margin by
approximately 2 percer

In addition to higher average royalty costs, weegignced higher amortization of intangibles assallteof our newly-acquired JAMDAT
intangible assets, which we estimate lowered gmagin by approximately 1 percent.

We expect cost of goods sold as a percentagealfritet revenue to increase during fiscal 2007 agpewed to fiscal 2006. Although there can
be no assurance, and our actual results could difégerially, we expect gross margin pressurerasat of (1) a decrease in average selling
prices of titles for current-generation platforr(®), higher license royalty rates, and (3) amortizabf our newly-acquired intangible assets.

Marketing and Sales

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

Marketing and sales expenses for the three momithsdeJune 30, 2006 and 2005 were as follows (itom):

June 30 % of Net June 30 % of Net
2006 Revenue 2005 Revenue $ Change % Change
$77 19% $7E 21% $2 3%

Marketing and sales expenses increased by $2 milhio3 percent, for the three months ended Jun2IB as compared to the three months
ended June 30, 2005. The increase was primarilyalaes5 million increase in stock-based compeasakpense as a result of our adoption
of SFAS No. 123R.

We expect marketing and sales expenses to incireassolute dollars in fiscal 2007 primarily dueotar adoption of SFAS No. 123R.

General and Administrative

General and administrative expenses consist cbpeed and related expenses of executive and adnaitive staff, fees for professional
services such as legal and accounting, and allosgafor doubtful accounts.

General and administrative expenses for the thimtms ended June 30, 2006 and 2005 were as followsillions):

June 30 % of Net June 30 % of Net
2006 Revenue 2005 Revenue $ Change % Change
$59 14% $51 14% $8 16%
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General and administrative expenses increased byil$8n, or 16 percent, for the three months endede 30, 2006 as compared to the three
months ended June 30, 2005. The increase was fyidae to an $11 million increase in stock-basethpensation expense as a result of our
adoption of SFAS No. 123R.

We expect general and administrative expensestease in absolute dollars in fiscal 2007 primadile to our adoption of SFAS No. 123R.

Research and Development

Research and development expenses consist of egiensirred by our production studios for persomaklted costs, consulting, equipment
depreciation and any impairment of prepaid royalt@ pre-launch products. Research and developexg@nses for our online business
include expenses incurred by our studios consistfrijrect development and related overhead costemnection with the development and
production of our online games. Research and dpwsdat expenses also include expenses associatetheitlevelopment of web site
content, network infrastructure direct expenseiwsoe licenses and maintenance, and network amdhgement overhead.

Research and development expenses for the threthsnemded June 30, 2006 and 2005 were as followsi(lions):

June 30 % of Net June 30 % of Net
2006 Revenue 2005 Revenue $ Change % Change
$216 52% $18: 50% $3: 18%

Research and development expenses increased byifid8, or 18 percent, for the three months endede 30, 2006 as compared to the
three months ended June 30, 2005. The increasprmaarily due to (1) a $21 million increase in dtdmased compensation expense as a
result of our adoption of SFAS No. 123R and (2)remnease of $6 million in external development exges primarily in our cellular handset
business resulting from our acquisition of JAMDASE, well as an increased number of products in dpwetnt in our studios.

We expect research and development expenses &ag&in absolute dollars in fiscal 2007 primargyaaesult of (1) our recognition of stock-
based compensation, and (2) our investment in dpirg] titles for next-generation consoles, onlind enobile platforms.

Amortization of Intangibles

Amortization of intangibles for the three monthsled June 30, 2006 and 2005 were as follows (irang):

June 30 % of Net June 30 % of Net
2006 Revenue 2005 Revenue $ Change % Change
$6 1% $1 — $5 500%

Amortization of intangibles increased by $5 millifmr the three months ended June 30, 2006 as cedhpaithe three months ended June 30,
2005 primarily due to the amortization of intangtbkelated to our acquisition of JAMDAT.

We expect amortization expenses of intangible ageahcrease in fiscal 2007 primarily due to theoaization of intangibles related to our
JAMDAT acquisition.

Acquired In-process Technology

In connection with our acquisitions of Mythic artremaining shares of DICE, we expect to incunage for acquired in-process
technology. Acquired in-process technology inclutiesvalue of products in the development stageateanot considered to have reached
technological feasibility or have an alternativeufie use.

37




Table of Contents

Restructuring Charges

Restructuring charges for the three months ended 30, 2006 and 2005 were as follows (in millions):

June 30 % of Net June 30 % of Net
2006 Revenue 2005 Revenue $ Change % Change
$6 1% $— — $6 N/M

In November 2005, we announced plans to establishtarnational publishing headquarters in Gen&vdizerland. Since that time and
through our quarter ending September 30, 2006 xpect to continue to relocate certain current eyg®s to our new facility in Geneva,
close certain facilities in the U.K., and make oftedated changes in our international publishingibess. During the three months ended
June 30, 2006, restructuring charges were appragiyn®6 million of which $4 million was for emplogerelated expenses and $2 million in
other costs in connection with our internationablmhing reorganization.

For the remainder of fiscal 2007, we expect to irmtween $10 million and $15 million of restrudtgy costs. Overall, including charges
incurred through June 30, 2006, we expect to ibetwveen $40 million and $50 million of restructyricosts, substantially all of which will
result in cash expenditures by 2017. These resiiingt costs will consist primarily of employee-neld relocation assistance (approximately
$25 million), facility exit costs (approximately @illion), as well as other reorganization costgproximately $10 million). While we may
incur severance costs paid to terminating emploireesnnection with the reorganization, we do ngiext these costs to be significant.

Income Taxes

Income taxes for the three months ended June 88, 20d 2005 were as follows (in millions):

June 30 Effective June 3( Effective
2006 Tax Rate 2005 Tax Rate % Change
$(17) 17.6% $(23) 29.0% 26%

Our effective income tax rates were 17.6 percedt2thO percent for the three months ended Jun2@®®& and 2005, respectively. Because
relatively small changes in our forecasted profitigifor fiscal 2007 can significantly affect oprojected annual effective tax rate, we beli
our quarterly tax benefit rate of 17.6 percentigently the most reliable estimate of our effeetiax benefit rate. Accordingly, our quarterly
tax rate for the three months ended June 30, 2006he remaining of fiscal 2007 largely depend onprofitability and could fluctuate
significantly.

In addition, our effective income tax rates for teeainder of fiscal 2007 and future periods wépdnd on a variety of factors. For example,
changes in our business, including acquisitionsiatrgicompany transactions (for example, the adtipisof and intercompany transactions
relating to both Mythic and DICE), changes in auternational structure, changes in the geograjpiciation of business functions or assets,
changes in the geographic mix of income, as wethamges in, or termination of, our agreements taixhauthorities, valuation allowances,
applicable accounting rules, applicable tax lawd @gulations, rulings and interpretations therdef;elopments in tax audit and other
matters, and variations in the estimated and atgual of annual pre-tax income can affect the all&ffective income tax rate for the
remainder of fiscal 2007 and future periods. Welirgertain tax expenses that do not decline prapaately with declines in our consolidat
income. As a result, in absolute dollar terms, tanrexpense will have a greater influence on oigcéf/e tax rate at lower levels of pre-tax
income than higher levels. In addition, at lowefels of pre-tax income, our effective tax rate Wwi#l more volatile.

We historically have considered undistributed aagsiof our foreign subsidiaries to be indefinitedjnvested and, accordingly, no U.S. taxes
have been provided thereon.

In July 2006, the Financial Accounting Standardafiq“FASB”) issued FIN No. 48, Accounting for Uncertainty in Income Taxes — An
Interpretation of FASB Statement No. . FIN 48 clarifies the accounting for uncertaimtyincome taxes recognized in financial statements
in accordance with SFAS No. 109Atcounting for Income Tax&sFIN 48 prescribes a recognition threshold anésueement attribute for
the financial statement recognition and measurewieatax position taken or expected to be takemtizx return and provides guidance on
derecognition, classification, interest and pegaltaccounting
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in interim periods, disclosure, and transition. Bvaluation of a tax position is a tvetep process. The first step is a recognition meoéer
we are required to determine whether it is moreljikhan not that a tax position will be sustaing@dn examination, including resolution of
any related appeals or litigation processes, basate technical merits of the position. In evahgivhether a tax position has met the more-
likely-than-not recognition threshold, it is presemrthat the position will be examined by the appedp taxing authority that has full
knowledge of all relevant information. The secotepss a measurement process whereby a tax poitbmeets the more-likely-than-not
recognition threshold is calculated to determireedmount of benefit to recognize in the financiataments. FIN 48 also requires new tab
reconciliation of the total amounts of unrecognitaxibenefits at the beginning and end of the t@mpperiod. The provisions of FIN 48 are
effective for fiscal years beginning after Decemb®y2006. As such, we are required to adoptadtinfirst quarter of fiscal year 2008. Any
changes to our income taxes due to the adoptiéhNo#8 are treated as the cumulative effect ofange in accounting principle. We are
evaluating what impact the adoption of FIN 48 \uéive on our Condensed Consolidated Financial SeatesmFIN 48 could have a material
adverse impact on our Condensed Consolidated FaléBtatements.

Impact of Recently Issued Accounting Standards

In February 2006, the FASB issued SFAS No. 155¢¢ounting for Certain Hybrid Financial Instruments An Amendment of FASB
Statements No. 133 and 14BFAS No. 155 (1) permits fair value measurenfentiny hybrid financial instrument that contaims a
embedded derivative that otherwise would requiferbation, (2) clarifies that interest-only strigsd principal-only strips are not subject to
the requirements of SFAS No. 133A¢counting for Derivative Instruments and Hedgirgivities”, (3) establishes a requirement to evaluate
interests in securitized financial assets to idgimiterests that are freestanding derivativeshat are hybrid financial instruments that contain
an embedded derivative requiring bifurcation, (4yities that concentrations of credit risk in fleem of subordination are not embedded
derivatives, and (5) amends SFAS No. 14B¢ctounting for Transfers and Servicing of Finan@akets and Extinguishments of Liabilities —
A Replacement of FASB Statement No.” to eliminate the prohibition on a qualifying sjeeepurpose entity from holding a derivative
financial instrument that pertains to a benefigiatrest other than another derivative financiatimment. SFAS No. 155 is effective for all
financial instruments acquired or issued for fisgdrs beginning after September 15, 2006. We tbel@ve the adoption of SFAS No. 155
will have a material impact on our Condensed Cadatdd Financial Statements.

In April 2006, the FASB issued FASB Staff PositiRSP”) FASB Interpretation (“FIN”) 46(R)-6, Determining the Variability to Be
Considered in Applying FASB Interpretation No. 46{RFSP FIN 46(R)-6 addresses how a reporting erigshould determine the
variability to be considered in applying FIN 46(R)Consolidation of Variable Interest Entities — Atelpretation of ARB No. 51which
affects the determination of (1) whether the erisity variable interest entity (“VIE"), (2) whichterests are “variable interests” in the entity,
and (3) which party, if any, is the primary bengdiyg of the VIE. The guidance in the FSP FIN 46@3¥ required to be applied prospectively
to all entities (including newly created entitig@g}h which that enterprise first becomes involved o all entities previously required to be
analyzed under FIN 46(R) when a “reconsideraticengvhas occurred beginning in the first reportpggiod after June 15, 2006. We do not
expect the adoption of FSP FIN 46(R)-6 to have teria impact on our Condensed Consolidated FirzdiBtatements.

In June 2006, the FASB ratified the consensus exhon Emerging Issues Task Force (“EITF”) Issue 083, “How Taxes Collected from
Customers and Remitted to Governmental Author8lesuld Be Presented in the Income Statement (Fh&rbss Versus Net Presentatitn)
The scope of EITF Issue No. 06-3 includes any #eimsn-based tax assessed by a governmental ayttiaat is imposed concurrent with or
subsequent to a revenue-producing transaction eetaaeller and a customer. The scope does natimthixes that are based on gross
receipts or total revenues imposed during the itorgrprocurement process. Gross versus net incteensent classification of that tax is an
accounting policy decision and a voluntary changeld be considered a change in accounting poligyiring the application of SFAS

No. 154, Accounting Changes and Error CorrectichsThe following disclosures will be required for taxithin the scope of this issue t
are significant in amount: (1) the accounting poktected for these taxes and (2) the amountseofatkes reflected gross (as revenue) in the
income statement on an interim and annual basialfperiods presented. The EITF Issue No. 06{8edtconsensus is effective for interim
and annual periods beginning after December 156.20@& do not expect the adoption of EITF Issue a3 to have a material impact on «
Condensed Consolidated Financial Statements.
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LIQUIDITY AND CAPITAL RESOURCES

As of June 30 Increase

(In millions) 2006 2005 (Decrease
Cash and cash equivalel $ 1,24¢ $ 874 $ 374
Shor-term investment 98¢ 1,69¢ (71€)
Marketable equity securitie 16€ 17¢€ (19
Total $ 2,39i $ 2,74¢ $ (352

Percentage of total assi 57% 70%
Three Months Ende

June 30 Increase

(In millions) 2006 2005 (Decrease
Cash used in operating activiti $ (39 $ (31 $ (7)
Cash provided by (used in) investing activit 11 (37 48
Cash provided by (used in) financing activit 27 (31¢) 34t
Effect of foreign exchange on cash and cash ecprits 6 (10 16

¥
(o3}

Net increase (decrease) in cash and cash equis

5 @99 a0z

Changes in Cash Flow

During the three months ended June 30, 2006, we: $&& million of cash from operating activitiesasnpared to the use of $31 million for
the three months ended June 30, 2005. The incieassh used in operating activities for the thremths ended June 30, 2006 as compared
to the three months ended June 30, 2005 resuliedully from an increase of $22 million in cashgé&r income and other taxes. This
increase was partially offset by a lower accouateivable balance as of June 30, 2006 as compadeohé 30, 2005, resulting from a higher
percentage of net revenue recognized in the firsthonths of our first quarter of fiscal 2007 aspared to the first quarter of fiscal 2006,
which allowed us to collect a higher percentagewfreceivables prior to the end of the quarter.a¥feect cash from operating activities to
decline in fiscal 2007.

For the three months ended June 30, 2006, we dgede$296 million of cash proceeds from maturitied aales of shottierm investments ar
$37 million in proceeds from sales of common stitwkugh our stock plans. Our primary use of castoim-operating activities consisted of
$149 million used to purchase short-term investsand $38 million in capital expenditures primaréyated to the expansion of our
Vancouver studio and investments in our worldwideedlopment tools, technologies and equipment. @ufie remainder of fiscal 2007, we
anticipate making continued capital investmentsunstudios as well as investments in technologiessipport development of products for
the next-generation of consoles, online infrastrreeand mobile platforms.

On July 24, 2006, we completed our acquisition @titNt for an approximate cash purchase price ofiillgon. Based in Fairfax, Virginia,
Mythic is a developer and publisher of massivelytiplayer online role-playing games. We are in finecess of allocating the purchase price
to the various assets and liabilities we have aedquir assumed.

In March 2006, we signed an agreement to acquéegimaining outstanding shares of DICE and merg&EDhto EA, which will allow

DICE to become a fully integrated studio. We walypapproximately $24 million, or SEK 67.50 per ghan cash to DICE shareholders at the
time of the merger. The merger is subject to cuatgralosing conditions, including regulatory appatsy and is expected to close during the
second quarter of fiscal 2007.
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Short-term investments and marketable equigcurities

As of Percentac As of Percentac
June 30 of March 31 of Increase
2006 Total 2006 Total (Decrease
Cash and cash equivalel $ 1,24¢ 56% $ 1,242 55% $ 6
Shor-term investment 983 44% 1,03( 45% (47)
Cash, cash equivalents and s-term investment $ 2,231 10C% $ 2,27 10(% $ 4)

The increase in cash and cash equivalents was nilsirdee to $196 million in proceeds received frtime maturities and sales of short-term
investments and $159 million decrease in our neb@uts receivable balance as of June 30, 2006 cehpa March 31, 2006 resulting from
our collection of receivables due as of March II& These increases were partially offset by $hion used to purchase short-term
investments, and a $153 million decrease in accaneldother liabilities as of June 30, 2006 comp#éwddarch 31, 2006. Due to our mix of
fixed and variable rate securities, our short-temmestment portfolio is susceptible to changeshiorsterm interest rates. As of June 30, 2006,
our short-term investments had gross unrealizesebef approximately $7 million, or 1 percent & tbtal in short-term investments. From
time to time, we may liquidate some or all of ohog-term investments to fund operational needstloer activities, such as capital
expenditures, business acquisitions or stock rém@se programs. Depending on which short-term invests we liquidate to fund these
activities, we could recognize a portion, or aflife gross unrealized losses.

Marketable equity securities increased to $166ionilas of June 30, 2006, from $160 million as ofrtha31, 2006, primarily due to an
increase in the fair value of our investment in4difii Entertainment.

Receivables, net

Our gross accounts receivable balances were $286mand $431 million as of June 30, 2006 and MeBd, 2006, respectively. The
decrease in our accounts receivable balance wasply due to lower sales volumes in the first geraof fiscal 2007 as compared to the
fourth quarter of fiscal 2006 and the collectionm@teivables from the fourth quarter of fiscal 20@Gich was expected as we traditionally
have lower sales during our first fiscal quartecaspared to our fourth fiscal quarter. We expextaccounts receivable balance to increase
during the three months ending September 30, 2886don our seasonal product release schedulevBg$er sales returns, pricing
allowances and doubtful accounts decreased inatiestbllars from $232 million as of March 31, 2Gd665184 million as of June 30, 2006.
Principally due to the seasonality of our businesserves decreased as a percentage of trailiegmimth net revenue from 9 percent as of
March 31, 2006, to 8 percent as of June 30, 20G6believe these reserves are adequate based orchistxperience and our current
estimate of potential returns, pricing allowanceg doubtful accounts.

Inventories
Inventories decreased slightly to $59 million adwfie 30, 2006, from $61 million as of March 310@00ther thatNCAA Football 07
which shipped in early July 2006, no single titpmresented more than $5 million of inventory adwfe 30, 2006.

Other current assets

Other current assets decreased slightly to $23iomas of June 30, 2006, from $234 million as dairbh 31, 2006, primarily due to decree
in rebates and advertising credits owed to us loywendors. These decreases were partially offseinbiypcrease in prepaid royalties as we
continue to invest in our product development amtent.

Accounts payable

Accounts payable decreased to $114 million as 0é B0, 2006, from $163 million as of March 31, 20@8@marily due to the lower sales
volume we experienced in the first quarter of fi207 as compared to the fourth quarter of fi€H16.

Accrued and other current liabilities

Our accrued and other current liabilities decrease®b61 million as of June 30, 2006 from $706 imillas of March 31, 2006. The decrease
was primarily due to decreases in accrued incordeotirer taxes, accrued compensation and benefitsgth as payments made in connection
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with the settlement of certain employee-relataddtion matters and liabilities paid in connectigith our JAMDAT acquisition. We
anticipate our accrued and other liabilities batawdl increase during the three months ending &aper 30, 2006 primarily due to an
increase in royalties payable.

Deferred income taxes, net

Our long-term net deferred income tax liability desed to $18 million as of June 30, 2006 from ®#Bon as of March 31, 2006 primarily
due to our expected future tax benefit recorde@lation to stock-based compensation expense.

Financial Condition

We believe that existing cash, cash equivalentstgbrm investments, marketable equity securdigd cash generated from operations will
be sufficient to meet our operating requirementsafdeast the next twelve months, including wogkiapital requirements, capital
expenditures, our Mythic acquisition and our acigjois of the remaining shares of DICE as well ageptial future acquisitions or strategic
investments. We may choose at any time to raiséiaaal capital to strengthen our financial pogitidacilitate expansion, pursue strategic
acquisitions and investments or to take advanthfpesiness opportunities as they arise. There eambassurance, however, that such
additional capital will be available to us on fagble terms, if at all, or that it will not resuft substantial dilution to our existing stockholders

The loan financing arrangements supporting our RediwCity headquarters leases with Keybank Natiésabciation, described in the “Off-
Balance Sheet Commitments&ction below, are scheduled to expire in July 2Qpbn expiration of the financing, we may requestbehal

of the lessor and subject to lender approval, uprtoone-year extensions of the loan financing leetwthe lessor and the lender. In the event
the lessor’s loan financing with the lenders isexiended, we may loan to the lessor approxim&elgercent of the financing, and require
the lessor to extend the remainder through Jul®@26therwise the lease will terminate. Upon expirabf the lease, we may purchase the
facilities for $247 million, or arrange for a salkthe facilities to a third party. In the eventao$ale to a third party, if the sale price is kbsm
$247 million, we will be obligated to reimburse tiiifference between the actual sale price and $2iflibn, up to maximum of $222 million,
subject to certain provisions of the lease.

A portion of our cash, cash equivalents, short-tewestments and marketable equity securitiesviaatgenerated from operations domiciled
in foreign tax jurisdictions (approximately $742llion as of June 30, 2006) is designated as indefinreinvested in the respective tax
jurisdiction.

We have a “shelf” registration statement on Fori3 & file with the SEC. This shelf registrationtstaent, which includes a base prospectus,
allows us at any time to offer any combination ewwities described in the prospectus in one oeroferings up to a total amount of $2.0
billion. Unless otherwise specified in a prospecugplement accompanying the base prospectus, lveseithe net proceeds from the sal
any securities offered pursuant to the shelf regfisin statement for general corporate purposefyding for working capital, financing

capital expenditures, research and developmenkeatiag and distribution efforts and, if opportuegiarise, for acquisitions or strategic
alliances. Pending such uses, we may invest theroeeeds in interest-bearing securities. In aglgjtwe may conduct concurrent or other
financings at any time.

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

Contractual Obligations and Commercial Commitments

Letters of Credit
In July 2002, we provided an irrevocable standiigteof credit to Nintendo of Europe, which we haeended on a number of occasions.
The standby letter of credit, as amended, guaraqedormance of our obligations to pay Nintend&ofope for trade payables. As of

June 30, 2006, the standby letter of credit, amaea, guaranteed our trade payable obligationsritehdo of Europe for up to € 7 million.
As of June 30, 2006, less than € 1 million was plyto Nintendo of Europe under the standby laiferedit, as amended.

In August 2003, we provided an irrevocable stanehtgr of credit to 300 California Associates ILC in replacement of our security deposit
for office space. The standby letter of credit guees performance of our obligations to pay casde
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commitment up to approximately $1 million. The sthy letter of credit expires in December 2006. Adune 30, 2006, we did not have a
payable balance on this standby letter of credit.

Development, Celebrity, League and Contertdrises: Payments and Commitments

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

In addition, we have certain celebrity, league emiitent license contracts that contain minimum goe payments and marketing
commitments that may not be dependent on any delies. Celebrities and organizations with whomhaee contracts include: FIFA,
FIFPRO Foundation, UEFA and FAPL (Football AssaoimPremier League Limited) (professional soccdASCAR (stock car racing);
National Basketball Association (professional béisé); PGA TOUR and Tiger Woods (professional ydNational Hockey League ai
NHL Player’ Association (professional hockey); Warner Brdda(ry Potter, Batman and Superman); New Line Prboiog and Saul Zaentz
Company (The Lord of the Rings); Red Bear Inc. (Obtadden), National Football League PropertiesRn8YERS Inc. (professional
football); Collegiate Licensing Company (collegi&etball, basketball and baseball); Simcoh (Defh)]aviacom Consumer Products (The
Godfather); ESPN (content in EA SPORT™5games); and Twentieth Century Fox Licensing andciM@ndising (The Simpsons). These
developer and content license commitments représersum of (1) the cash payments due under naaityelpearing licenses and services
agreements and (2) the minimum guaranteed payraadtadvances against royalties due under royahyifglicenses and services
agreements, the majority of which are conditiormdruperformance by the counterparty. These minirguarantee payments and any related
marketing commitments are included in the tablewel

The following table summarizes our minimum contwatbbligations and commercial commitments as aBR0, 2006, and the effect we
expect them to have on our liquidity and cash floviuture periods (in millions):

Commercial
Contractual Obligation Commitments
Developer; Letter of Credit
Fiscal Yeal Licensor Bank anc
Ending March 31 Leasedd) Commitments() Marketing Other Guarante: Total
2007 (remaining nine month $ 41 $ 11¢ $ 41 $ 3 $ 204
2008 49 157 30 — 23€
2009 46 16€ 31 — 243%
2010 30 14¢ 31 — 21C
2011 20 28< 32 — 33t
Thereafte 57 707 18€ — 95C
Total $ 242 $ 1,581 $ 351 $ 3 $2,17¢

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

@  Developer/licensor commitments include $12 millaf commitments to developers or licensors thaehzeen recorded in current and
long-term liabilities and a corresponding amountunrent and long-term assets in our Condenseddlidated Balance Sheet as of
June 30, 2006 because payment is not contingemt pgdormance by the developer or licen:

The lease commitments disclosed above include acto@l rental commitments of $24 million under restate leases for unutilized office
space resulting from our restructuring activitiesese amounts, net of estimated future sub-le@ssnia, were expensed in the periods of the
related restructuring and are included in our aetrand other current liabilities reported on oun@nsed Consolidated Balance Sheet as of
June 30, 2006. See Note 6 in the Notes to Condebsesblidated Financial Statements.

The commitments disclosed above do not includecanymitments we may incur in connection with ourwasiions of DICE and Mythic.
See below.
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Transactions with Related Parties

On June 24, 2002, we hired Warren C. Jenson aBxaautive Vice President, Chief Financial and Adstiative Officer and agreed to loan
him $4 million to be forgiven over four years basedhis continuing employment. The loan did notrbeterest. On June 24, 2004, pursuant
to the terms of the loan agreement, we forgave fibmof the loan and provided Mr. Jenson approadiaty $1.6 million to offset the tax
implications of the forgiveness. On June 24, 2@@8suant to the terms of the loan agreement, wgafa@ the remaining outstanding loan
balance of $2 million. No additional funds wereyided to offset the tax implications of the forgness of the $2 million.

OFF-BALANCE SHEET COMMITMENTS

Lease Commitments and Residual Value Guarastee

We lease certain of our current facilities and pmeént under non-cancelable operating lease agréenWe are required to pay property
taxes, insurance and normal maintenance cost®ftaii of these facilities and will be requiredpty any increases over the base year of
these expenses on the remainder of our facilities.

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

Pursuant to the terms of the Phase One Lease, weedmaoption to purchase the Phase One Facilitiasyatime for a maximum purchase
price of $132 million. In the event of a sale tthid party, if the sale price is less than $13Hiam, we will be obligated to reimburse the
difference between the actual sale price and $1i8®m up to maximum of $117 million, subject tertain provisions of the Phase One
Lease, as amended.

On May 26, 2006, the lessor extended its loan Gmanunderlying the Phase One Lease with its lent@ough July 2007. We may request,
on behalf of the lessor and subject to lender agbraip to two one-year extensions of the loanrfaiag between the lessor and the lender. In
the event the lessor’s loan financing with the Ensds not extended, we may loan to the lessoroappately 90 percent of the financing, and
require the lessor to extend the remainder thrdwir2009; otherwise the lease will terminate. Weoaint for the Phase One Lease
arrangement as an operating lease in accordankeSwAS No. 13, ‘Accounting for Leasés as amended.

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

Pursuant to the terms of the Phase Two Lease, wedraoption to purchase the Phase Two Facilitiesyatime for a maximum purchase
price of $115 million. In the event of a sale tthid party, if the sale price is less than $118iam, we will be obligated to reimburse the
difference between the actual sale price and $lilliom) up to a maximum of $105 million, subjectdertain provisions of the Phase Two
Lease, as amended.

On May 26, 2006, the lessor extended the Phasel'Base through July 2009 subject to early termimaiticthe event the underlying loan
financing between the lessor and its lenders igrtnded. Concurrently with the extension of #aesk, the lessor extended the loan finar
underlying the Phase Two Lease with its lendersudin July 2007. We may request, on behalf of teedeand subject to lender approval, up
to two one-year extensions of the loan financingveen the lessor and the lender. In the eveniegeol’s loan financing with the lenders is
not extended, we may loan to the lessor approxign8tepercent of the financing, and require thesdego extend the remainder through

July 2009, otherwise the lease will terminate. Weoaint for the Phase Two Lease arrangement aseaatopy lease in accordance with SF
No. 13, as amende
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We believe that, as of June 30, 2006, the estinfatesgtalues of both properties under these opegdiases exceeded their respective
guaranteed residual values of $117 million forPase One Facility and $105 million for the Phase Facility.

Actual as of

Financial Covenani Requiremen June 30, 200
Consolidated Net Worth (in million: equal to or greater ths $2,29! $3,42¢
Fixed Charge Coverage Ra equal to or greater the 3.0C 7.91
Total Consolidated Debt to Capi equal to or less the 60% 6.7%
Quick Ratio- Q1&Q2 equal to or greater the 1.0C 5.32
Q3& Q4 equal to or greater the 1.7t N/A

Acquisitions of Digital lllusions C.E. and M¥pic Entertainment

On July 24, 2006, we completed our acquisition @titNt for an approximate cash purchase price ofiillgon. Based in Fairfax, Virginia,
Mythic is a developer and publisher of massivelytiplayer online role-playing games. We are in fiiecess of allocating the purchase price
to the various assets and liabilities we have aedquir assumed.

In March 2006, we signed an agreement to acquéedimaining outstanding shares of DICE and merg&Ehto EA, which will allow

DICE to become a fully integrated studio. We walypapproximately $24 million, or SEK 67.50 per ghan cash to DICE shareholders at the
time of the merger. The merger is subject to cuargralosing conditions, including regulatory appatsy and is expected to close during the
second quarter of fiscal 2007.

Litigation

On February 14, 2005, an employment-related cletssrelawsuit,Hasty v. Electronic Arts Incwas filed against the company in Superior
Court in San Mateo, California. The complaint aleghat we improperly classified “Engineers” ini@athia as exempt employees and seeks
injunctive relief, unspecified monetary damageteriest and attorneys’ fees. On May 16, 2006, thet@ranted its preliminary approval of a
settlement pursuant to which we agreed to makeng lsum payment of approximately $15 million, topaéd to a thirdearty administrator, t
cover (a) all claims allegedly suffered by the slasembers, (b) plaintiffs’ attorneys’ fees, nottaeed 25% of the total settlement amount,
(c) plaintiffs’ costs and expenses, (d) any inaenpayments to the named plaintiffs that may bbaazed by the court, and (e) all costs of
administration of the settlement. The hearing ffier ¢ourt to consider its final approval of thelsetent is set for September 22, 2006.

In addition, we are subject to other claims ariddiion arising in the ordinary course of busind¥g. believe that any liability from any
reasonably foreseeable disposition of such otlamel and litigation, individually or in the aggrégawould not have a material adverse ef
on our consolidated financial position or resufteperations.

Director Indemnity Agreements

We have entered into indemnification agreements thié members of our Board of Directors at the tilh@y joined the Board to indemnify
them to the extent permitted by law against anyalhiiabilities, costs, expenses, amounts paiseitiement and damages incurred by the
directors as a result of any lawsuit, or any jualichdministrative or investigative proceeding iniet the directors are sued or charged as a
result of their service as members of our BoarDioéctors.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk
Market Risk

We are exposed to various market risks, includimgnges in foreign currency exchange rates, inteagss$, and market prices. Market risk is
the potential loss arising from changes in mar&ets and market prices. We employ establishedipsland practices to manage these risks.
Foreign currency option and foreign exchange fodaamtracts are used to either hedge anticipatpdsexes or mitigate some existing
exposures subject to market risk. We do not enterderivatives or other financial instrumentsti@ding or speculative purposes. Interest
rate risk is the potential loss arising from chanigeinterest rates. We do not consider our cadhcash equivalents to be exposed to
significant interest rate risk because our porfaibnsists of highly liquid investments with origirmaturities of three months or less.

Foreign Currency Exchange Rate Risk

From time to time, we hedge some of our foreigmenuy risk related to forecasted foreign-currenepaminated sales and expense
transactions by purchasing option contracts thaegaly have maturities of 15 months or less. Themesactions are designated and quali
cash flow hedges. The derivative assets assoaiatkaur hedging activities are recorded at faiuean other current assets in our
Condensed Consolidated Balance Sheet. The effqmbirteon of gains or losses resulting from charigdair value of these hedges is initially
reported, net of tax, as a component of accumulatteel comprehensive income in stockholders’ eqaiity subsequently reclassified into net
revenue or operating expenses, as appropriate ipetiod when the forecasted transaction is redorfiee ineffective portion of gains or
losses resulting from changes in fair value, if,aayeported in each period in interest and oifesme, net, in our Condensed Consolidated
Statement of Operations. Our hedging programs eedud do not entirely eliminate, the impact ofreacy exchange rate movements in
revenue and operating expenses. As of June 30, 2@bad foreign currency option contracts outstapaith a total fair value of $3 millio
included in other current assets.

We utilize foreign exchange forward contracts tdigmie foreign currency risk associated with fore@rrency-denominated assets and
liabilities, primarily intercompany receivables gpalyables. The forward contracts generally havendéractual term of approximately one
month and are transacted near month-end. Therefaréair value of the forward contracts generalpot significant at each month-end. Our
foreign exchange forward contracts are not desgghas hedging instruments under SFAS No. 133 andaounted for as derivatives
whereby the fair value of the contracts are regbateother current assets or other current ligdslin our Condensed Consolidated Balance
Sheet, and gains and losses from changes in flaie @ae reported in interest and other income, Ttet.gains and losses on these forward
contracts generally offset the gains and lossab®ninderlying foreign-currency-denominated asaetkliabilities, which are also reported in
interest and other income, net, in our Condenset@imlated Statement of Operations.

As of June 30, 2006, we had forward foreign excleasantracts to purchase and sell approximately$iidon in foreign currencies. Of this
amount, $31 million represented contracts to se#ifn currencies in exchange for U.S. dollarsiifion to sell foreign currencies in
exchange for British pound sterling and $18 milltorpurchase foreign currency in exchange for ddars. The fair value of our forward
contracts was immaterial as of June 30, 2006.

The counterparties to these forward and optionrectg are creditworthy multinational commercial karThe risks of counterparty
nonperformance associated with these contractsareonsidered to be material.

Notwithstanding our efforts to mitigate some fore@mirrency exchange rate risks, there can be nwas=es that our hedging activities v
adequately protect us against the risks assoamtbdoreign currency fluctuations. As of June 2006, a hypothetical adverse foreign
currency exchange rate movement of 10 percent gefi&ent would result in potential loss in fairwalof our option contracts of $3 million
both scenarios. A hypothetical adverse foreignenoy exchange rate movement of 10 percent or epewould result in potential losses
our forward contracts of $5 million and $7 milliaespectively, as of June 30, 2006. This sensjitaitalysis assumes a parallel adverse shift
in foreign currency exchange rates, which do noags move in the same direction. Actual results diiffer materially.

Interest Rate Risk

Our exposure to market risk for changes in interasis relates primarily to our short-term investtortfolio. We manage our interest rate
risk by maintaining an investment portfolio gengrabnsisting of debt instruments of high credialijty and
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relatively short maturities. Additionally, the comttual terms of the securities do not permit ssei€r to call, prepay or otherwise settle the
securities at prices less than the stated par wdltiee securities. Our investments are held fappses other than trading. Also, we do not use
derivative financial instruments in our short-teémaestment portfolio.

As of June 30, 2006 and March 31, 2006, our slesrt-investments were classified as available-fte-aad, consequently, recorded at fair
market value with unrealized gains or losses riguftom changes in fair value reported as a sépa@mponent of accumulated other
comprehensive income, net of any tax effects,dnldtolders’ equity. Our portfolio of short-term estments consisted of the following
investment categories, summarized by fair valuefdsine 30, 2006 and March 31, 2006 (in millions):

As of As of
June 30 March 31

2006 2006
U.S. agency securitie $ 54C $ 57t
Corporate bond 19¢ 17¢
U.S. Treasury securitie 17¢€ 212
Asse-backed and other debt securit 68 65
Total shor-term investment $ 98¢ $ 1,03(C

Notwithstanding our efforts to manage interest regties, there can be no assurance that we wildieg@ately protected against risks assoc
with interest rate fluctuations. At any time, aighaehange 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 irtmaesnt portfolio as of June 30, 2006, arising
from potential changes in interest rates. The ningdechnique estimates the change in fair valomfimmediate hypothetical parallel shifts
in the yield curve of plus or minus 50 basis po{tiBPS"), 100 BPS, and 150 BPS.

Valuation of Securities Give Fair Value Valuation of Securities Give
an Interest Rate Decrease o as of an Interest Rate Increase of
(In millions) Basis Pointt June 3( Basis Pointt

(150 BPS (100 BPS (50 BPS) 2006 50 BPS 100 BPS 150 BPS
U.S. agency securitie $ 547 $ 54t $ 54: $ 54C $ 53¢ $ 53€ $ 534
Corporate bond 203 202 20C 19¢ 197 19¢€ 194
U.S. Treasury securitie 18C 17¢ 177 17¢€ 174 172 171
Asse-backed and other debt securi 68 68 68 68 68 68 68
Total shor-term investment $ 99¢ $ 994 $ 98¢ $ 982 $ 977 $ 97:% $ 967

Market Price Risk

The value of our equity investments in publiclydied companies are subject to market price volatidis of March 31, 2006, our marketable
equity securities were classified as availablesfale and, consequently, were recorded in our Castk@onsolidated Balance Sheets at fair
market value with unrealized gains or losses reploas a separate component of accumulated othgrebensive income, net of any tax
effects, in stockholders’ equity. The fair valueooir marketable equity securities was $166 milhol $160 million as of June 30, 2006 and
March 31, 2006, respectively.
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At any time, a sharp change in market prices iniougstments in marketable equity securities chalde a significant impact on the fair va
of our investments. The following table presentshlipothetical changes in fair value in our malet&quity securities as of June 30, 2006,
arising from changes in market prices plus or mi2kpercent, 50 percent and 75 percent.

Valuation of Securities Given an Fair Value Valuation of Securities Given an
Percentage Decrease in E: as of Percentage Increase in Ee¢
(In millions) Stock's Market Pric June 30 Stock's Market Pric
(75%) (50%) (25%) 2006 25% 50% 75%
Marketable equity securitie $ 42 $ 83 $ 12t $ 16€ $ 20¢ $ 24¢ $ 291
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Iltem 4. Controls and Procedures

Definition and limitations of disclosure cortls

Our disclosure controls and procedures (as defim&ules 13a-15(e) and 15d-15(e) under the Seesriikchange Act of 1934, as amended
(the “Exchange Act")) are controls and other prared that are designed to ensure that informa#iquired to be disclosed in our reports
filed under the Exchange Act, such as this ref@rgcorded, processed, summarized and report&ihwite time periods specified in the
SEC's rules and forms. Disclosure controls and proesiare also designed to ensure that such informatiaccumulated and communice
to our management, including the Chief ExecutivBd®f and Executive Vice President, Chief Finanaiadl Administrative Officer, as
appropriate to allow timely decisions regardinguiegd disclosure. Our management evaluates thegeot®and procedures 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 overridingloé controls and procedures and reasonable resoomsgraints. In addition, because we
have designed our system of controls based onic@taumptions, which we believe are reasonabtaytahe likelihood of future events, our
system of controls may not achieve its desired gagpunder all possible future conditions. Accortlingur disclosure controls and
procedures provide reasonable assurance, but soluid assurance, of achieving their objectives.

Evaluation of disclosure controls and procees

Our Chief Executive Officer and our Chief Finanaald Administrative Officer, after evaluating tHéetiveness of our disclosure controls
and procedures, believe that as of the end oféhieg covered by this report, our disclosure cdatamd procedures were effective in
providing the requisite reasonable assurance th#tnal information required to be disclosed in tégorts that we file or submit under the
Exchange Act is recorded, processed, summarizedegmited within the time periods specified in 8C’s rules and forms, and is
accumulated and communicated to our managemehigding our Chief Executive Officer and Executivec¥iPresident, Chief Financial and
Administrative Officer, as appropriate to allow & decisions regarding the required disclosure.

Changes in internal controls

During the quarter ended June 30, 2006, no chasgmsred in our internal control over financial oefing that materially affected, or are
reasonably likely to materially affect, our interoantrol over financial reporting.
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings

On February 14, 2005, an employment-related cletssrelawsuit,Hasty v. Electronic Arts Incwas filed against the company in Superior
Court in San Mateo, California. The complaint adleghat we improperly classified “Engineers” inifahia as exempt employees and seeks
injunctive relief, unspecified monetary damagetenest and attorneys’ fees. On May 16, 2006, thetgyanted its preliminary approval of a
settlement pursuant to which we agreed to makeng kum payment of approximately $15 million, topaéd to a thirdparty administrator, t
cover (a) all claims allegedly suffered by the slasembers, (b) plaintiffs’ attorneys’ fees, noei@weed 25% of the total settlement amount,
(c) plaintiffs’ costs and expenses, (d) any incenpiayments to the named plaintiffs that may baaized by the court, and (e) all costs of
administration of the settlement. The hearing figr ¢ourt to consider its final approval of thelsetent is set for September 22, 2006.

In addition, we are subject to other claims arigdtion arising in the ordinary course of busind¥g. believe that any liability from any
reasonably foreseeable disposition of such otteémsl and litigation, individually or in the aggrégawould not have a material adverse el
on our consolidated financial position or resuftgperations.

Item 1A. Risk Factors

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

Our business is highly dependent on the successely release and availability of new video gametfdems, on the continued availability
of existing video game platforms, as well as ouiliéypto develop commercially successful products these platforms.

We derive most of our revenue from the sale of petelfor play on video game platforms manufactungdhird parties, such as Sony’s
PlayStation 2 and Microsoft's Xbox. The successwfbusiness is driven in large part by the avditgtof an adequate supply of current-
generation video game platforms, the timely releadequate supply, and success of new video gardwvaige systems, our ability to
accurately predict which platforms will be most sessful in the marketplace, and our ability to dewpeommercially successful products for
these platforms. We must make product developmetisibns and commit significant resources wellduaance of the anticipated

introduction of a new platform. A new platform f@hich we are developing products may be delayed,moasucceed or may have a shorter
life cycle than anticipated. Alternatively, a ptath for which we have not devoted significant reses could be more successful than we had
initially anticipated, causing us to miss out om@aningful revenue opportunity. If the platforms Which we are developing products are not
released when anticipated, are not available iq@ate amounts to meet consumer demand, or dotaot atide market acceptance, our
revenue will suffer, we may be unable to fully reeothe resources we have committed, and our finhperformance will be harmed.

Our industry is cyclical and is in the midst of aansition period heading into the next cycle. Dugrthe transition, we expect our costs to
continue to increase, we may experience a declimegales as consumers anticipate and adopt next-gatien products and our operating
results may suffer and become more difficult to giet.

Video game platforms have historically had a lijele of four to six years, which causes the vidamg software market to be cyclical as
well. Sony’s PlayStation 2 was introduced in 2088 &icrosoft’s Xbox and the Nintendo GameCube weteduced in 2001. Microsoft
released the Xbox 360 in November 2005, and wea@®eny and Nintendo to introduce new video gamagepts into the market as well (so-
called “next-generation platformsi) the coming months. As a result, we believe thatinteractive entertainment industry is in thelshiof a
transition stage leading into the next cycle. Dgtinis transition, we intend to continue developamgl marketing new titles for current-
generation video game platforms while we also nsgificant investments developing products forteat-generation platforms. We have
incurred and expect to continue to incur increasesis during the transition to next-generationfptats, which are not likely to be offset in
the near future. Moreover, we expect developmesiisdor next-generation video games to be greater per-title basis than development
costs for current-generation video games.
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We also expect that, as the current generatiofatfiopms reaches the end of its cycle and next-gaiom platforms are introduced into the
market, sales of video games for current-generatiatiorms will continue to decline as consumegdaee their current-generation platforms
with next-generation platforms, or defer game safevpurchases until they are able to purchase tageseration platform. This decline in
current-generation product sales may not be offgétcreased sales of products for the new platfoffer example, following the launch of
Sony’s PlayStation 2 platform, we experienced aifitant decline in revenue from sales of proddotsSony’s older PlayStation game
console, which was not immediately offset by reveeganerated from sales of products for the PlaiygiBt@ More recently, we have seen a
sharp decrease in sales of titles for the Xboofeithg the launch of the Xbox 360. In addition, digrithe transition, we expect our operating
results to be more volatile and difficult to pregiehich could cause our stock price to fluctuagmigicantly.

We expect the average price of current-generatigles$ to continue to decline.

As a result of the transition to next-generaticatforms, a more value-oriented consumer base,aegraumber of current-generation titles
being published, and significant pricing pressuoenfour competitors, we have experienced a deciiedbe average price of our titles for
current-generation platforms. As the interactiveegainment industry continues to transition totrgeneration platforms, we expect few, if
any, current-generation titles will be able to coamah premium price points, and we expect that elreset titles will be subject to price
reductions at an earlier point in their sales cyleé we have seen in prior years. We expect theage price of current-generation titles to
continue to decline, which will have a negativeseffon our margins and operating results.

Our platform licensors set the royalty rates anchet fees that we must pay to publish games for thatforms, and therefore have
significant influence on our costs. If one or morf the platform licensors adopt a different fee gtture for future game consoles or v
are unable to obtain such licenses, our profitabjfiwill be materially impacted.

In November 2005, Microsoft released the Xbox 368, @& the coming months, we expect Sony and Ndden introduce new video game
players into the market in various parts of theldidn order to publish products for a new videongsplayer, we must take a license from the
platform licensor, which gives the platform licensiwe opportunity to set the fee structure thaimuest pay in order to publish games for that
platform.

Similarly, certain platform licensors have retairtd flexibility to change their fee structures &mline gameplay and features for their
consoles. The control that platform licensors hawer the fee structures for their future platforamsl online access makes it difficult for us to
predict our costs and profitability in the mediusrldng term. It is also possible that platform fisers may choose not to renew our licenses.
Because publishing products for video game conssld largest portion of our business, any ingeda fee structures or failure to secure a
license relationship would significantly harm ouilitly to generate revenues and/or profits.

If we do not consistently meet our product develaprhschedules, our operating results will be adwdysaffected

Our business is highly seasonal, with the higrestls of consumer demand and a significant pergerddour revenue occurring in the
December quarter. In addition, we seek to releaam®yrof our products in conjunction with specifieats, such as the release of a related
movie or the beginning of a sports season or nggorting event. If we miss these key selling pesifod any reason, including product del:

or delayed introduction of a new platform for whigh have developed products, our sales will suffgproportionately. Likewise, if a key
event to which our product release schedule isviiee to be delayed or cancelled, our sales wdsattsuffer disproportionately. Our ability

to meet product development schedules is affegtedrumber of factors, including the creative psses involved, the coordination of large
and sometimes geographically dispersed developtaants required by the increasing complexity of gmaducts, and the need to fine-tune
our products prior to their release. We have egpeed development delays for our products in tis¢ pehich caused us to push back release
dates. In the future, any failure to meet anti@dagtroduction or release schedules would likelyltés a delay of revenue or possibly a
significant shortfall in our revenue, harm our adsility, and cause our operating results to béemally different than anticipated.
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Our business is subject to risks generally assosibtvith the entertainment industry, any of whichwld significantly harm our operating
results.

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

Technology changes rapidly in our business and & fail to anticipate or successfully implement né@chnologies or the manner in whic
people play our games, the quality, timeliness ananpetitiveness of our products and services wiffar.

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

to our competitors’, less appealing to consumarbpth. If we cannot achieve our technology goathiw the original development schedule
of our products and services, then we may delay thlease until these technology goals can beeaell, which may delay or reduce revenue
and increase our development expenses. Alterngtivel may increase the resources employed in r@sead development in an attempt to
accelerate our development of new technologielseetb preserve our product or service launch adbeeat to keep up with our competition,
which would increase our development expenses.

Our business is intensely competitive and “hit” g@&n. If we do not continue to deliver “hit” produstand services or if consumers prefer
our competitors’ products or services over our ovaur operating results could suffer.

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

If we are unable to maintain or acquire licenses ittellectual property, we will publish fewer hitties and our revenue, profitability an
cash flows will decline. Competition for these litges may make them more expensive and increasecosis.

Many of our products are based on or incorporatdl@ctual property owned by others. For example, A SPORTS products include rights
licensed from major sports leagues and playergicasons. Similarly, many of our other hit fransgs$, such as The Godfather, Harry Potter
and Lord of the Rings, are based on key film atgtdry licenses. Competition for these licensestense. If we are unable to maintain these
licenses or obtain additional licenses with sigaifit commercial value, our revenues and profitgbaill decline significantly. Competition
for these licenses may also drive up the advameesantees and royalties that we must pay to ¢ceedor, which could significantly increase
our costs.
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If patent claims continue to be asserted against we may be unable to sustain our current businessdels or profits, or we may t
precluded from pursuing new business opportunitiashe future.

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

Other intellectual property claims may increase opiroduct costs or require us to cease selling aféetproducts.

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

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

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

We are currently, and from time to time in the fetmay become, subject to other claims and litigativhich could be expensive, lengthy,
and disruptive to normal business operations. titaxh, the outcome of any claims or litigation mag difficult to predict and could have a
material adverse effect on our business, operagisgits, or financial condition. For further infaatron regarding certain claims and litigation
in which we are currently involved, see “Part Ilkem 1. Legal Proceedings” above.

Our business, our products and our distribution asebject to increasing regulation of content, comser privacy, distribution and online
hosting and delivery in the key territories in whiave conduct business. If we do not successfullgp@nd to these regulations, our busini
may suffer.

Legislation is continually being introduced thatynadfect both the content of our products and tH&tribution. For example, data protection
laws in the United States and Europe impose variesisictions on our web sites. Those rules varyebgitory although the Internet
recognizes no geographical boundaries. Other desnsuch as Germany, have adopted laws reguledinignt both in packaged games and
those transmitted over the Internet that are strittan current United States laws. In the UnitedeS, the federal and several state
governments are continually considering contertticti®ns on products such as ours, as well asicéshs on distribution of such products.
For example, recent legislation has been adoptsevaral states, and could be proposed at theaflddeel, that prohibits the sale of certain
games (e.g., violent games or those with “M (Mafuoe “AO (Adults Only)” ratings) to minors. Any anor more of these factors could harm
our business by limiting the products we are ablefter to our customers, by limiting the size loé {potential market for our products, and by
requiring additional
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differentiation between products for different teemies to address varying regulations. This addai product differentiation could be costly.

If one or more of our titles were found to contalidden, objectionable content, our business couldfsr.

Throughout the history of our industry, many vidgones have been designed to include certain hiclolgient and gameplay features that are
accessible through the use of in-game cheat cadather technological means that are intended baece the gameplay experience.
However, in several recent cases, hidden contefeiadures have been found to be included in otbblighers’ products by an employee who
was not authorized to do so or by an outside dpeelwithout the knowledge of the publisher. Frometito time, some hidden content and
features have contained profanity, graphic violeste sexually explicit or otherwise objectionablatemial. In a few cases, the Entertainment
Software Ratings Board (“ESRB”) has reacted toaliscies of hidden content and features by reviewhegrating that was originally
assigned to the product, requiring the publishehnge the game packaging and/or fining the puirisRetailers have on occasion reacte
the discovery of such hidden content by removirggéhgames from their shelves, refusing to sell tfzemd demanding that their publishers
accept them as product returns. Likewise, consuimers reacted to the revelation of hidden contgnefusing to purchase such games,
demanding refunds for games they’ve already pussheaend refraining from buying other games pubtishye the company whose game
contained the objectionable material.

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

If we ship defective products, our operating resuttould suffer.

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

If we do not continue to attract and retain key pennel, we will be unable to effectively conductrdwsiness. In addition, compensati-
related changes in accounting requirements, as vaslevolving legal and operational factors, couldve a significant impact on our
expenses, financial controls and operating results.

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

We annually review and evaluate with the Compeasdfiommittee of our Board of Directors the comp&nosaand benefits that we offer our
employees to ensure that we are able to attractedath our talent. Within our regular review, wavk considered recent changes in the
accounting treatment of stock options, the comipetinarket for technical, creative, marketing attteo personnel, and the evolving natur
job functions within our studios, marketing orgatians and other areas of the business. Any chamgesake to our compensation progré
could result in increased expenses and have disantiimpact on our operating results.
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Our platform licensors are our chief competitors drirequently control the manufacturing of and/or @ess to our video game products. If
they do not approve our products, we will be unatdeship to our customers.

Our agreements with hardware licensors (such ag forthe PlayStation 2, Microsoft for the Xbox aNdhtendo for the Nintendo
GameCube) typically give significant control to fleensor over the approval and manufacturing afpyoducts, which could, in certain
circumstances, leave us unable to get our prodygrsoved, manufactured and shipped to customeeselhardware licensors are also our
chief competitors. In most events, control of tppraval and manufacturing process by the platfacenksors increases both our
manufacturing lead times and costs as compardtsetwe can achieve independently. While we beliegeour relationships with our
hardware licensors are currently good, the potkfatidhese licensors to delay or refuse to appmamvmanufacture our products exists. Such
occurrences would harm our business and our fiahperformance.

We also require compatibility code and the consémMicrosoft, Sony and Nintendo in order to inclugldine capabilities in our products for
their respective platforms. As online capabilifiesvideo game platforms become more significanigrbsoft, Sony and Nintendo could
restrict our ability to provide online capabilititss our console platform products. If Microsofpr§y or Nintendo refused to approve our
products with online capabilities or significantitgpacted the financial terms on which these sesviwe offered to our customers, our
business could be harmed.

Our international net revenue is subject to currepfluctuations.

For the three months ended June 30, 2006, intemathet revenue comprised 49 percent of our tathlevenue. For the fiscal year ended
March 31, 2006, international net revenue comprig&gercent of our total net revenue. We expeeidor sales to continue to account for a
significant portion of our total net revenue. Sseltes may be subject to unexpected regulatory nemgents, tariffs and other barriers.
Additionally, foreign sales are primarily made acél currencies, which may fluctuate against th®. dollar. While we utilize foreign
exchange forward contracts to mitigate some foreigmency risk associated with foreign currencyafaimated assets and liabilities
(primarily certain intercompany receivables andgidgs) and, from time to time, foreign currencyi@picontracts to hedge foreign currency
forecasted transactions (primarily related to aiporof the revenue and expenses denominated éigiocurrency generated by our
operational subsidiaries), our results of operatiamcluding our reported net revenue and net irigand financial condition would be
adversely affected by unfavorable foreign currefhagtuations, particularly the Euro, British pousigrling and Canadian dollar.

Changes in our tax rates or exposure to additiortak liabilities could adversely affect our operagiresults and financial condition.

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

We are also required to estimate what our taxdsheiin the future. Although we believe our taxirasttes are reasonable, the estimate prt
and the applicable law are inherently uncertaid, @ur estimates are not binding on tax authoritiag. effective tax rate could be adversely
affected by changes in our business, includingrtheof earnings in countries with differing statotdax rates, changes in the elections we
make, changes in applicable tax laws as well asrd#fttors. Further, our tax determinations areliaaty subject to audit by tax authorities
and developments in those audits could advers@dgtadur income tax provision. Should our ultimtse liability exceed our estimates, our
income tax provision and net income could be mallgraffected.

We incur certain tax expenses that do not declinpgrtionately with declines in our consolidatedame. As a result, in absolute dollar
terms, our tax expense will have a greater infleemt our effective tax rate at lower levels of taeincome than higher levels. In addition, at
lower levels of pre-tax income, our effective taxerwill be more volatile. Our overall effectivecome tax rate for the fiscal year will likely
differ from this quarter’s effective tax rate, andparticular, it could be considerably higher.

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

Changes in our worldwide operating structure coutéive adverse tax consequences.

As we expand our international operations and impl&t changes to our operating structure or undeitekrcompany transactions in light of
changing tax laws, expiring rulings, acquisitionsl @ur current and anticipated business and opegdtrequirements, our tax expense could
increase. For example, in the second and fourthtepseof fiscal 2006, we incurred additional incotages resulting from certain
intercompany transactions.

In the fourth quarter of fiscal 2006, we repatrib$375 million under the American Jobs Creation #fc2004. As a result, we recorded an
additional one-time tax expense in fiscal 2006 Lf $illion.

Beginning in fiscal year 2007, we began to recognzxpense for sto-based compensation related to our employee equitypensation
and employee stock purchase programs. The recognitif this expense will significantly lower our repted net income (or increase our
reported net loss).

Beginning in our current fiscal year, we adopteat&hent of Financial Accounting Standard No. 128i§ed 2004) (“SFAS No. 123R"), “
Share-Based Paymehtwhich requires us to recognize compensation egedor all stockhased compensation based on estimated fair v
As a result, beginning with our first quarter afdal 2007, our operating results contain a chargstbck-based compensation related to the
equity-based compensation we provide to our empgieyas well as stock purchases under our 2000 Eempdtock Purchase Plan. This
expense is in addition to the stock-based compiemsexpense we have recognized in prior periogged|to restricted stock unit grants,
acquisitions and other grants. The stock-based easgtion charges we incur depend on the numbeyuityebased awards we grant, the
number of shares of common stock we sell unde2600 Employee Stock Purchase Plan, as well as d&wuof estimates and variables such
as estimated forfeiture rates, the trading prick\aatility of our common stock, the expected terhour options, and interest rates. As a
result, our stocldased compensation charges can vary significarttty period to period. Going forward, our adoptidr86AS No. 123R wil
continue to significantly lower our reported netame (or increase our reported net loss), whiclidcoave an adverse impact on the trading
price of our common stock.

Our reported financial results could be adverselffexted by changes in financial accounting standardr by the application of existing or
future accounting standards to our business asvbbres.

As a result of the enactment of the Sarbanes-Okétyand the review of accounting policies by theCSdhd national and international
accounting standards bodies, the frequency of ato@upolicy changes may accelerate. For examplmunting policies affecting software
revenue recognition have been the subject of freijugerpretations, which could significantly affébe way we account for revenue related
to our products. In addition, the rules for taxaaating have recently been changed. As we enhaspand and diversify our business and
product offerings, the application of existing ature financial accounting standards, particul#tiyse relating to the way we account for
revenue and taxes, could have a significant adwaffeet on our reported results although not nemdgson our cash flows. It is likely that, as
the industry transitions to the next generationafsoles, a more significant portion of our businesuld be generated through online sen
and, as a result, we would recognize the relateehtge over an extended period of time rather tipafrant and all at once.

The majority of our sales are made to a relativelyall number of key customers. If these customezduce their purchases of our produr
or become unable to pay for them, our business coioé harmed.

In the quarter ended June 30, 2006, over 70 peotentr U.S. sales were made to six key custontefSurope, our top ten customers
accounted for approximately 30 percent of our sald¢lat territory during the three months endeael80, 2006. Worldwide, we had direct
sales to one customer, Wal-Mart Stores, Inc., whighesented approximately 11 percent of totateatnue in the three months ended
June 30, 2006. Though our products are availabtetsumers through a variety of retailers, the eatration of our sales in one, or a few,
large customers could lead to a short-term disoagt our sales if one or more of these custonigrifecantly reduced their purchases or
ceased to carry our products, and could make us mdnerable to collection risk if one or more loése large customers became unable to
pay for our products. Additionally, our receivabfesm these large customers increase significanttihie December quarter as they stock up
for the holiday selling season. Also, having sudérge portion of our total net revenue concenttatea few customers reduces our
negotiating leverage with these customers.
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Acquisitions, investments and other strategic tractions could result in operating difficulties, dition to our investors and other negati
consequences.

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

(i) acquisitions of companies, businesses, intellEqroperties, and other assets, and (ii) investmin new interactive entertainment
businesses (for example, online and mobile gandes) of these strategic transactions could be maltayiour financial condition and results
of operations. Although we regularly search for appnities to engage in strategic transactionsgnag not be successful in identifying
suitable opportunities. We may not be able to comsate potential acquisitions or investments ora@juition or investment may not
enhance our business or may decrease rather ty@age our earnings. In addition, the processtefjiating an acquired company or
business, or successfully exploiting acquired lattlial property or other assets, could divergaificant amount of our management’s time
and focus and may create unforeseen operatinguliféis and expenditures. Additional risks we famgude:

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

. Cultural challenges associated with integrating lege®es from an acquired company or business int@rmganization
. Retaining key employees from the businesses weirag

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

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

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

Our products are subject to the threat of piracy ayariety of organizations and individuals. If ware not successful in combating and
preventing piracy, our sales and profitability calibe harmed significantly

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

proliferation of technology designed to circumvére protection measures we use in our products\vh#ability of broadband access to the
Internet, the ability to download pirated copie®af games from various Internet sites, and theegpidead proliferation of Internet cafes u
pirated copies of our products, all have contriduteongoing and expanding piracy. Though we tapssto make the unauthorized copying
and distribution of our products more difficult, &s the manufacturers of consoles on which our gaane played, neither our efforts nor
those of the console manufacturers may be sucd@ssfontrolling the piracy of our products. Thisutd have a negative effect on our gro
and profitability in the future.

Our stock price has been volatile and may continoedluctuate significantly.

The market price of our common stock historicalys lbeen, and we expect will continue to be, sultjesignificant fluctuations. These
fluctuations may be due to factors specific toinslgding those discussed in the risk factors atassevell as others not currently known to us
or that we currently do not believe are matertall;hanges in securities analystarnings estimates or ratings, to our results turéufinancia
guidance falling below the expectations of analgsts investors, to factors affecting the compugeftware, Internet, entertainment, media or
electronics industries, or to national or interoa#l economic conditions.

57




Table of Contents

Iltem 6. Exhibits

The following exhibits (other than exhibits.Band 32.2, which are furnished with this repard filed as part of this report:

Exhibit
Number

10.1

10.2

151

31.1

31.2

Title

Registrar’s 2000 Equity Incentive Plan, as amended

Registrar’s 2000 Employee Stock Purchase Plan, as amende

Awareness Letter of KPMG LLP, Independent Registétablic Accounting Firm

Certification of Chairman and Chief Executive Ofiqursuant to Rule 13a-14(a) of the Exchange @scgdopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

Certification of Executive Vice President, Chieh&ncial and Administrative Officer pursuant to RliBa-14(a) of the
Exchange Act, as adopted pursuant to Section 3@&dbarban«-Oxley Act of 2002

Additional exhibits furnished with this repo

32.1

32.2

Certification of Chairman and Chief Executive Oéfigoursuant to Rule 13a-14(b) of the Exchange AdtE8 U.S.C.
Section 1350, as adopted pursuant to Section 9@dbarban-Oxley Act of 2002

Certification of Executive Vice President, Chieh&ncial and Administrative Officer pursuant to RuBa14(b) of the
Exchange Act and 18 U.S.C. Section 1350, as adqpteiant to Section 906 of the Sarbi-Oxley Act of 2002

* Management contract or compensatory plan or gaarent
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SIGNATURE

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

ELECTRONIC ARTS INC.
(Registrant

/s/ Warren C. Jensc
DATED: WARREN C. JENSOMN
August 8, 2006 Executive Vice President,
Chief Financial and Administrative Offic:
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Exhibit 10.1

ELECTRONIC ARTS INC.
2000 EQUITY INCENTIVE PLAN
As Amended by the Stockholders on July 27, 2006

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

2.  SHARES SUBJECT TO THE PLAN.

2.1 Number of Shar&ubject to Sections 2.2, 2.3 and 19, the aggeeganber of Shares that have been reserved puitst
this Plan is 67,400,000 Shares. Shares that grsulfgect to issuance upon exercise of an Awardease to be subject to such Award for any
reason other than exercise of such Award; (b) stlbjean Award granted hereunder but are forfeibedc) subject to an Award that otherw
terminates or is settled without Shares being gstnall revert to and again become available faraace under the Plgprovided, howevey
that no more than 7,000,000 Shares subject to @ptiancelled and not otherwise required to safisfards issued in exchange for such
Options in connection with the stock option excleapgogram described in the Company’s definitivexgrstatement dated June 30, 2006,
shall revert to and again become available forassa under the Plan. The following Shares shalagatn become available for issuance
under the Plan: (x) Shares that are not issue@liveded as a result of the net settlement of ao@mr Stock Appreciation Right; (y) Shares
that are used to pay the exercise price or wittinglthxes related to an Award; or (z) Shares thatepurchased by the Company with the
proceeds of an Option exercise. At all times then@any shall reserve and keep available a sufficientber of Shares as shall be required to
satisfy the requirements of all outstanding Optiand Stock Appreciation Rights granted under thas Rnd all other outstanding but
unvested Awards granted under this Plan.

2.2 Limitation on NumhsrShares Subject to Restricted Stock Awards arglrReed Stock Unit AwardsThe number of
Shares that may be issued under Sections 6 anthisdflan shall not exceed 15,000,000 in the agdes

2.3 Adjustment of Sharés the event that the number of outstanding shisrehanged by a stock dividend, recapitalization,
stock split, reverse stock split, subdivision, camation, reclassification or similar change in t@ital structure of the Company without
consideration, then (a) the number of Shares reddor issuance under this Plan, (b) the Exercige® of and number of Shares subject to
outstanding Awards, and (c) the number of Sharescésted with other outstanding Awards, will bepwrdionately adjusted, subject to any
required action by the Board or the stockholderthefCompany and compliance with applicable saesriaws;provided, howevethat
fractions of a Share will not be issued but wither be replaced by a cash payment equal to thévigaket Value of such fraction of a Share
or will be rounded up to the nearest whole Shareledermined by the Committee.

3. ELIGIBILITY .1SOs (as defined in Section 5 below) may be g@duwonly to employees (including officers and dioestwho are also
employees) of the Company or of a Parent or Sudrsidif the Company. All other Awards may be graritedmployees and directors of the
Company or any Parent or Subsidiary of the CompBloyperson will be eligible to receive Awards camgrmore than 1,400,000 Shares in
any calendar year under this Plan, of which no ntleae 400,000 Shares shall be covered by AwaréResfricted Stock or Restricted Stock
Units, other than new employees of the Companyf arRarent or Subsidiary of the Company (includiegv employees who are also officers
and directors of the Company or any Parent or Slidryi of the Company), who are eligible to recefweards covering up to a maximum of
2,800,000 Shares in the calendar year in which to@ymence their employment, of which




no more than 800,000 Shares shall be covered bydsna Restricted Stock or Restricted Stock Urhits. purposes of these limits, each
Restricted Stock Unit settled in Shares (but nosghsettled in cash), shall be deemed to coveBSbaee. A person may be granted more than
one Award under this Plan.

4.  ADMINISTRATION

4.1 Committee Authorityhis Plan will be administered by the Committedythe Board acting as the Committee. Except
for automatic grants to Outside Directors purstar8ection 10 hereof, and subject to the genenglgses, terms and conditions of this Plan,
and to the direction of the Board, the Committek kiéive full power to implement and carry out tRisn. Except for automatic grants to
Outside Directors pursuant to Section 10 hereef Gbmmittee will have the authority to:

@ construe and interpret this Plan, any Awsgdeement and any other agreement or documentiakpursuant to
this Plan;

(b) prescribe, amend and rescind rules and regulatedasng to this Plan or any Awar

(c) select persons to receive Awar

(d) determine the form and terms of Awar

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

) determine whether Awards will be grantewnlgdy, in combination with, in tandem with, in repéament of, or as

alternatives to, other Awards under this Plan gr@her incentive or compensation plan of the Caomypar any
Parent or Subsidiary of the Compa

(9) grant waivers of Plan or Award conditiol

(h) determine the vesting, exercisability and paymémtvwards;

0] correct any defect, supply any omissiomearoncile any inconsistency in this Plan, any Awarény Award
Agreement

()] determine whether an Award has been earned

(k) make all other determinations necessary or adwadablthe administration of this Ple

4.2 Committee Discretidixcept for automatic grants to Outside Direcforssuant to Section 10 hereof, any determination
made by the Committee with respect to any Awardl lvéilmade in its sole discretion at the time ohgj the Award or, unless in
contravention of any express term of this Plan wa/d, at any later time, and such determinatiohlvélfinal and binding on the Company
and on all persons having an interest in any Awerder this Plan. The Committee may delegate tooomeore officers of the Company the
authority to (i) construe and interpret this Plany Award Agreement and any other agreement orrdentiexecuted pursuant to this Plan,
and (ii) grant an Award under this Plan to Partcits who are not Insiders of the Company.

4.3 Section 162(nTjo the extent that Awards are granted hereunslgpexrformance-based compensation” within the
meaning of Section 162(m) of the Code, the Plail bbadministered by a committee, which may beGbenmittee, of two or more “outside
directors” within the meaning of Section 162(m}lné Code. For purposes of qualifying grants of Adgaas “performance-




based compensation” under Section 162(m) of theeCibe committee, in its discretion, may set reitms based upon the achievement of
performance goals. The performance goals shakbkysthe committee on or before the latest datmissible to enable the Awards to qus
as “performance-based compensationtier Section 162(m) of the Code. In granting Awdltat are intended to qualify under Section 16
of the Code, the committee shall follow any progedwetermined by it from time to time to be neagssr appropriate to ensure
qualification of the Awards under Section 162(m}he Code (e.g., in determining the performancdsyoa

5.  OPTIONS . The Committee may grant Options to eligible passand will determine whether such Options willheentive Stock
Options within the meaning of the Codd$0 ") or Nonqualified Stock Options (NQSOs"), the number of Shares subject to the Option, the
Exercise Price of the Option, the period duringakihthe Option may be exercised, and all other temasconditions of the Option, subject to
the following:

5.1 Form of Option Graitach Option granted under this Plan will be enaa by an Award Agreement which will
expressly identify the Option as an 1SO or an NFS6tock Option Agreemeri), and, except as otherwise required by the tesins
Section 10 hereof, will be in such form and contaich provisions (which need not be the same foin @articipant) as the Committee may
from time to time approve, and which will complytiviand be subject to the terms and conditionsisfRfan.

5.2 Date of Grarthe date of grant of an Option will be the datendich the Committee makes the determination &migr
such Option, unless otherwise specified by the Citteen The Stock Option Agreement and a copy &f Bian will be delivered to the
Participant within a reasonable time after the tingnof the Option.

53 Exercise Period; Barfance Goals

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

(b) Participant’s ability toerxise Options shall be subject to such restristidrany, as the Committee may impose. These
restrictions may be based upon completion of aipedaiumber of years of service with the Company &ubsidiary or upon completion of
the performance goals as set out in advance iRdhcipant’s individual Stock Option Agreement.tidps may vary from Participant to
Participant and between groups of Participantsushine Committee elect to impose restrictions niOation, the Committee shall:

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

5.4 Exercise PricEhe Exercise Price of an Option will be deterndiby the Committee when the Option is granted aag m
be not less than 100% of the Fair Market Valuehef$hares on the date of grant; provided that ¥eediSe Price of any ISO granted to a Ten
Percent Stockholder will not be less than 110%hefRair Market Value of the Shares on the datearitg Payment for the Shares purchased
may be made in accordance with Section 9 of thas.PI




5.5 Method of Exercig@ptions may be exercised only by delivery to@menpany of a written stock option exercise
agreement (the Exercise Agreemen) in a form approved by the Committee (which neet be the same for each Participant), stating the
number of Shares being purchased, the restricimpssed on the Shares purchased under such Ex&gisement, if any, and such
representations and agreements regarding Partigpavestment intent and access to information etheér matters, if any, as may be
required or desirable by the Company to comply w&ftplicable securities laws, together with paynieritll of the Exercise Price for the
number of Shares being purchased.

5.6 TerminatiomNotwithstanding the exercise periods set fortthanStock Option Agreement, exercise of an Optidh
always be subject to the following:

@ If the Participant is Terminated for anggen except death or Disability, then the Partitipaay exercise such
Participant’s Options only to the extent that s@gtions would have been exercisable upon the Textinim Date
no later than three (3) months after the Termimaiate (or such shorter or longer time period xaeeding five
(5) years as may be determined by the Committeth, aviy exercise beyond three (3) months after grenination
Date deemed to be an NQSO), but in any event,taotlaan the expiration date of the Optic

(b) If the Participant is Terminated becaus@afticipant’s death or Disability (or the Partaip dies within three
(3) months after a Termination other than for Caarseecause of Participant’s Disability), then Rgsant’s
Options may be exercised only to the extent thelh €dptions would have been exercisable by Partitipa the
Termination Date and must be exercised by Partitif@ Participant’s legal representative or auttemt assignee)
no later than twelve (12) months after the TernitmaDate (or such shorter or longer time periodexateeding
five (5) years as may be determined by the Committéth any such exercise beyond (a) three (3) hwoatter the
Termination Date when the Termination is for argsan other than the Participant’s death or Didgbibir
(b) twelve (12) months after the Termination Dateew the Termination is for Participant's death @sdbility,
deemed to be an NQSO), but in any event no laar the expiration date of the Optio

(c) Notwithstanding the provisions in paragraph 5.8f)ve, if a Participant is terminated for Causé&heethe
Participant, the Participant’s estate nor suchrgileeson who may then hold the Option shall betledtio exercise
any Option with respect to any Shares whatsoeftter, termination of service, whether or not afenntination of
service the Participant may receive payment froen@Gbmpany or Subsidiary for vacation pay, for smsi
rendered prior to termination, for services renddog the day on which termination occurs, for sala lieu of
notice, or for any other benefits. In the event tha Committee has delegated to one or more offickthe
Company the authority set forth in Section 4.2 &band Participant has been notified that suchefiic officers
has made a determination that Participant has teesminated for Cause, Participant shall have fB)eb{usiness
days (measured from the date he or she was fitdtaubof such determination) to appeal such deteation to the
Committee. If Participant appeals to the Commiitea timely manner, the Committee shall give theiBipant an
opportunity to present to the Committee evidencaisror her behalf. If th




Committee has not delegated to one or mdieeo$ of the Company the authority set forth irct®s 4.2, and
the Committee makes such Cause determination,itseth decision shall be deemed final and unapbplealBor
the purpose of this paragraph, termination of serghall be deemed to occur on the date when thep&ay or
Subsidary dispatches notice or advice to the Rgatit that his service is terminats

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

5.8 Limitations on IS@he aggregate Fair Market Value (determined dkeflate of grant) of Shares with respect to which

ISO are exercisable for the first time by a Pgufait during any calendar year (under this Plamdeuany other incentive stock option plan
of the Company, Parent or Subsidiary of the Compuauily not exceed $100,000. If the Fair Market Valof Shares on the date of grant with
respect to which ISO are exercisable for the firsé by a Participant during any calendar year edseb100,000, then the Options for the -
$100,000 worth of Shares to become exercisabladh salendar year will be ISO and the Optionstieramount in excess of $100,000 that
become exercisable in that calendar year will beSRQ. In the event that the Code or the regulapoosiulgated thereunder are amended
after the Effective Date of this Plan to provide dodifferent limit on the Fair Market Value of $ba permitted to be subject to 1ISO, such
different limit will be automatically incorporatdterein and will apply to any Options granted affter effective date of such amendment.

5.9 Modification, Exteasior Renewal The Committee may modify, extend or renew outditagn Options and authorize the
grant of new Options, provided however, that (iy aoch action may not, without the written conssrd Participant, impair any of such
Participant’s rights under any Option previouslgrged, (i) any such action shall not extend thereige period of the Option to a date later
than the later of (a) the fifteenth day of thedhinonth following the date on which the Option ethise would have expired or
(b) December 31 of the calendar year in which tp&dd would have otherwise expired, and (iii) then@nittee may not reduce the Exercise
Price of outstanding Options without the approvfahe stockholders. Any outstanding 1SO that is ified, extended, renewed or otherwise
altered will be treated in accordance with Secti@a(h) of the Code.

5.10 No DisqualificatioMotwithstanding any other provision in this Plan,term of this Plan relating to ISO will be
interpreted, amended or altered, nor will any dison or authority granted under this Plan be @gett; so as to disqualify this Plan under
Section 422 of the Code or, without the consenhefParticipant affected, to disqualify any ISO en8ection 422 of the Code.

6. RESTRICTED STOCK . A Restricted Stock Award is an offer by the Comyp#o grant or to sell to an eligible person Shahes are
subject to restrictions. The Committee will detexento whom an offer will be made, the number ofr88dhe person may purchase, the price
to be paid (the Purchase Pric€), if any, the restrictions to which the Shared e subject, and all other terms and conditiohthe

Restricted Stock Award, subject to the following:

6.1 Form of Restricted Award. All grants or purchases under a Restricted Séagard made pursuant to this Plan will
be evidenced by an Award AgreemenR@stricted Stock Purchase Agreemeéhthat will be in such form (which need not be game for
each Participant) as the Committee will from tirodiine approve, and will comply with and be subjecthe terms and conditions of this
Plan. The offer of Restricted Stock will be accelgty the Participant’s execution and delivery & Restricted Stock Purchase Agreement
and full payment, if any, for the Shares to the @any within thirty (30) days, or such other dateras be set forth in the Restricted Stock
Purchase Agreement, from the date the Restriceck$turchase Agreement is delivered to the peilfsnch person does not execute and
deliver the Restricted Stock Purchase Agreememigalath full payment, if any, for the Shares to tbempany within thirty (30) days, or
such other date as may be set forth in the




Restricted Stock Purchase Agreement, then the wifeterminate, unless otherwise determined by@oenmittee.

6.2 Purchase Pridée Purchase Price of Shares sold pursuant esai&ed Stock Award, if any, will be determinedthe
Committee on the date the Restricted Stock Awagtasted. At the Committee’s discretion, considerafor the Restricted Stock Award
may be in the form of continued service to the Canypor a Subsidiary. Payment of the Purchase Rraaebe made in accordance with
Section 9 of this Plan.

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

6.4 Termination Duringrfdemance PeriodIf a Participant is Terminated during a PerforaePeriod for any reason, then
such Participant will be entitled to payment (wlegtin Shares, cash or otherwise) with respectadtbstricted Stock Award only to the
extent earned as of the date of Termination in@zee with the Restricted Stock Purchase Agreemafess the Committee determines
otherwise in the case of a Participant who is rfabaered employee” for purposes of Section 162gfrthe Code in the year of Termination.

7. RESTRICTED STOCK UNITS . Each Restricted Stock Unit shall have a valuektputhe Fair Market Value of a share of the
Company’s Common Stock. A Restricted Stock Unitsdioet constitute a share of, nor represent any shigeinterest in, the Company. The
Committee will determine the number of Restrictéaic® Units granted to any eligible person; whetherRestricted Stock Units will be
settled in Shares, in cash, or in a combinatiothefwo; the price to be paid (th&Urchase Pric€), if any, for any Shares issued pursuant to
a Restricted Stock Unit; the restrictions to whilel Restricted Stock Units will be subject, andottier terms and conditions of the Restricted
Stock Units, subject to the following:

7.1 Form of Restricted¢k Unit Award. All Restricted Stock Units granted pursuant tie tlan will be evidenced by an
Award Agreement (Restricted Stock Unit Agreemefit that will be in such form (which need not be g@me for each Participant) as the
Committee will from time to time approve, and vadmply with and be subject to the terms and comdstiof this Plan. The offer of Restric
Stock Units will be accepted by the Participargkecution and delivery of the Restricted Stock Wgreement within thirty (30) days, or st
other date as may be set forth in the Restrictedk3tnit Agreement, from the date the RestrictamtBtJnit Agreement is delivered to the
person. If such person does not execute and deliedRestricted Stock Unit Agreement within thif®p) days, or such other date as may be
set forth in the Restricted Stock Unit Agreememént the offer will terminate, unless otherwise dataed by the Committee.

7.2 Purchase Pridéde Purchase Price of Shares sold pursuant esai€ed Stock Unit, if any, will be determined tne
Committee on the date the Restricted Stock Urgtasited. At the Committee’s discretion, considerafor the Restricted Stock Unit may be
in the form of continued service to the Company Gubsidiary. Payment of the Purchase Price, if simgll be made in accordance with
Section 9 of this Plan when the Shares are issued.




7.3 Terms of Restrictadc® Units. Restricted Stock Units shall be subject to sastrictions as the Committee may impt¢
These restrictions may be based upon completi@nspicified number of years of service with the @any or a Subsidiary or upon
completion of the performance goals as set outlimace in the Participant’s individual Restricteédc® Unit Agreement. Restricted Stock
Units may vary from Participant to Participant dredween groups of Participants. Prior to the goifiRestricted Stock Units, the Committee
shall: (a) determine the nature, length and studite of any Performance Period for the RestriStedk Unit; (b) select from among the
Performance Factors to be used to measure perfemuaals, if any; and (c) determine the numberestfcted Stock Units that will be
awarded to the Participant. Prior to the paymethiefiver in Shares, cash or otherwise) of any RéstriStock Units, the Committee shall
determine the extent to which such Restricted Stéuiks have been earned. Performance Periods majapvand Participants may particif
simultaneously with respect to Restricted StocktéJtiiat are subject to different Performance Psratt have different performance goals
and other criteria.

7.4 Termination Duringrfdemance Period If a Participant is Terminated during a PerforecaPReriod for any reason, then
such Participant will be entitled to payment (wlegtin Shares, cash or otherwise) with respectadtbstricted Stock Units only to the extent
earned as of the date of Termination in accordarittethe Restricted Stock Unit Agreement, unless@ommittee determines otherwise in
the case of a Participant who is not a “coveredleyeg” for purposes of Section 162(m) of the Caudthe year of Termination.

7.5 Payment When Restitt Lapse The cash or Shares that a Participant is entitiedceive pursuant to a Restricted
Stock Unit shall be paid or issued to the Participehen all applicable restrictions and other ctads applicable to the Restricted Stock L
have lapsed or have been satisfied, unless theidtedtStock Unit Agreement provides for a latdtlement date in compliance with
Section 409A of the Code.

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

8.1 Form of SAR Grai8ARs granted under this Plan will be evidenceamyward Agreement that will expressly identify
the SARs as freestanding SARs (SARs granted indkperof any other Option), tandem SARs (SARs gdhitte&connection with an Option,
or any portion thereof), or any combination therf@d®AR Agreement), and will be in such form and contain such psiens (which need
not be the same for each Participant) as the Caeenitay from time to time approve, and which walirply with and be subject to the terms
and conditions of this Plan.

8.2 Date of Grarfthe date of grant of a SAR will be the date oriciviihe Committee makes the determination to gsaoh
SAR, unless otherwise specified by the Committée $AR Agreement and a copy of this Plan will bievdeed to the Participant within a
reasonable time after the granting of the SAR.

8.3 Exercise Price antdédfTerms

(a) The Committee, subjectii® provisions of the Plan, shall have completerdigm to determine the terms and conditions of
SARs granted under the Plgrpvided, howevethat no SAR will be exercisable after the expinatid ten (10) years from the date the SAR
is grantedprovided, furtherthat the Exercise Price for freestanding SARs dfmlot less than one hundred percent (100%) dfaire
Market Value of a Share on the grant date. ThedsePrice for tandem SARs shall equal the ExeiReigee of the related Option.

(b) Participant’s ability toexcise SARs shall be subject to such restrictidray, as the Committee may impose. These
restrictions may be based upon completion of aipeaumber of years of service with the Companwa &ubsidiary or upon completion of
the performance goals as set out




in advance in the Participant’s individual SAR Agmeent. SARs may vary from Participant to Partictard between groups of Participants.
Should the Committee elect to impose restrictiong $AR, the Committee shall: (a) determine theneatength and starting date of any
Performance Period for the SAR; (b) select from agnthe Performance Factors to be used to meastfmrpance goals, if any; and

(c) determine the number of Shares subject to SUdR. Prior to such SAR becoming exercisable, thmm@dtee shall determine the extent to
which such Performance Factors have been met.ifefwe Periods may overlap and Participants mdicipate simultaneously with
respect to SAR that are subject to different Paerforce Periods and have different performance goalther criteria.

8.4 Exercise of TandemR8ATandem SARs may be exercised for all or parhefShares subject to the related Option upon
the surrender of the right to exercise the equitgbertion of the related Option. Tandem SARs maykercised only with respect to the
Shares for which the related Option is then exaltés With respect to tandem SARs granted in cdiorewith an Option: (a) the tandem
SARs shall expire no later than the expirationhef inderlying Option; (b) the value of the payoithwespect to the tandem SARs shall be
for no more than one hundred percent (100%) otltfierence between the Exercise Price of the ugiaeylOption and the Fair Market Value
of the Shares subject to the underlying Optioiattime the tandem SARs are exercised; and (dptitiem SARs shall be exercisable only
when the Fair Market Value of the Shares subjettiéaunderlying Option exceeds the Exercise PrickeoOption.

8.5 Exercise of Freestagd&ARs. Freestanding SARs shall be exercisable on suinistand conditions as the Committee
its sole discretion, shall determine.

8.6 Payment of SAR Amoubipon exercise of a SAR, a Participant shall k#led to receive payment from the Compan
an amount determined by multiplying:

(@) The difference between (i) the Fair MarKatue of a Share on the date of exercise (or stioér @late as may be
determined by the Committee and set forth in thiddaan’s SAR Agreement) and (ii) the Exercise Price; til

(b) The number of Shares with respect to which the $Aéxercised

At the discretiontbé Committee, the payment upon exercise of the 8&R be in cash, in Shares of equivalent value, or
in some combination thereof.

8.7 TerminatiomNotwithstanding the exercise periods set fortthenSAR Agreement, exercise of a SAR will alwags b
subject to the following:

@ If the Participant is Terminated for anggen except death or Disability, then the Partitipaay exercise such
Participants SAR only to the extent that such SAR would hasenbexercisable upon the Termination Date no
than three (3) months after the Termination Dates(eh shorter or longer time period not exceeflirgy(5) years
as may be determined by the Committee), but ineaeyt, no later than the expiration date of the S

(b) If the Participant is Terminated becaus@afticipant’s death or Disability (or the Partaip dies within three
(3) months after a Termination other than for Caarseecause of Participant’s Disability), then Rgpant's SAR
may be exercised only to the extent that such SARIdvhave been exercisable by Participant on thmifation
Date and must be exercised by Participant (or ¢haaint’'s legal representative or authorized as&igne later than
twelve (12) months after the Termination Date,ibuny event no later than the expiration datehef$SAR.




(c) Notwithstanding the provisions in paragraph 8.&@ve, if a Participant is terminated for Causé&hee the
Participant, the Participant’s estate nor suchrgtleeson who may then hold the SAR shall be edtiibe
exercise any SAR with respect to any Shares whatspafter termination of service, whether or ritéra
termination of service the Participant may recgiggment from the Company or Subsidiary for vacagiap, fol
services rendered prior to termination, for serwvieendered for the day on which Termination ocdarssalary
in lieu of notice, or for any other benefits. Iretavent that the Committee has delegated to omeoe officers
of the Company the authority set forth in Secticdha@ove and Participant has been notified that sificer or
officers has made a determination that Participastbeen terminated for Cause, Participant shedl fiae
(5) business days (measured from the date he awvaddirst notified of such determination) to agmaach
determination to the Committee. If Participant agp¢o the Committee in a timely manner, the Corteaishal
give the Participant an opportunity to present® Committee evidence on his or her behalf. [{Goenmittee
has not delegated to one or more officers of the@my the authority set forth in Section 4.2, dvel t
Committee makes such Cause determination itsedf) dacision shall be deemed final and unappeal&blethe
purpose of this paragraph, termination of serviwdlde deemed to occur on the date when the Coynpan
Subsidiary dispatches notice or advice to the Eipant that his service is terminat

8.8 Modification, Extsion or RenewalThe Committee may modify, extend or renew outditegn SARs and authorize the
grant of new SARs, provided however, that (i) anghsaction may not, without the written consena ¢farticipant, impair any of such
Participant’s rights under any SAR previously geah(ii) any such action shall not extend the @gerperiod of the SAR to a date later than
the later of (a) the fifteenth day of the third mfofollowing the date on which the SAR otherwisewebhave expired or (b) December 31 of
the calendar year in which the Option would haveentise expired, and (iii) the Committee may naoluee the Exercise Price of outstanding
SARs without the approval of the stockholders.

9. PAYMENT FOR SHARE PURCHASES . Where expressly approved for the Participantigy@ommittee and where permitted by
law, payment for Shares purchased pursuant td’tais may:

€)) be made in cash (by chec
(b) by cancellation of indebtedness of the Companhédrarticipant

(c) by surrender of shares that either: (1)ehasen owned by Participant for more than six (6htins and have
been paid for within the meaning of SEC Rule 14¢(af such shares were purchased from the Combprmge
of a promissory note, such note has been fully pétiad respect to such shares); or (2) were obtabyed
Participant in the public marke

(d) by waiver of compensation due or accrued to thédiaant for services rendere

(e) with respect only to purchases upon exemisan Option, and provided that a public markettie Company’s
stock exists




Q) through a “same day sale” commitment fitben Participant and a broker-dealer that is a negrabthe
National Association of Securities Dealers “ NASD Dealer”) whereby the Participant irrevocably
elects to exercise the Option and to sell a pontiothe Shares so purchased to pay for the Exelrsise,
and whereby the NASD Dealer irrevocably commitsrupeceipt of such Shares to forward the Exercise
Price directly to the Company;

(2) through a “margin” commitment from therfRapant and a NASD Dealer whereby the Participant
irrevocably elects to exercise the Option and &ulgé the Shares so purchased to the NASD Deader in
margin account as security for a loan from the NAZ#aler in the amount of the Exercise Price, and
whereby the NASD Dealer irrevocably commits upareipt of such Shares to forward the Exercise Price
directly to the Company; ¢

® by withholding from the Shares to be issu@dn exercise of an Award that number of Sharesga Fair
Market Value equal to the minimum amount requieddtisfy the Exercise Price or Purchase PriceR#ie
Market Value of the Shares to be withheld shalleermined on the date that the Award is exerdigeithe
Participant); ol

(9) by any combination of the foregoing;
(h) such other consideration and method of paymens$orance of Shares to the extent permitted by caipk laws

10. AUTOMATIC GRANTS TO OUTSIDE DIRECTORS

10.1 Types of Awards @tthresAwards granted under this Plan and subject toSkigtion 10 may, at the discretion of the
Committee, be NQSOs or SAR®pvided, howevethat any payment upon exercise of SARs grantedupatdo this section 10 shall be in
Shares of equivalent value.

10.2 EligibilityAwards subject to this Section 10 shall be grdwately to Outside Directors. Outside Directors khkdo be
eligible to receive Awards granted pursuant toisaest5, 6, 7 and 8 hereof at such times and on soetliitions as determined by the
Committee.

10.3 Initial GranEach Outside Director who first becomes a membé#re Board on or after the Effective Date will
automatically be granted an Option or SAR, as datexd by the Committee, for 25,000 Shares (&ritfal Grant ”) on the date such Outside
Director first becomes a member of the Board.

10.4 Succeeding Grantpon re-election to the Board at each Annual Megetf Stockholders, each Outside Director will
automatically be granted an Option or SAR, as datexd by the Committee, for 10,000 Shares Sutceeding Grant); provided, however,
that any such Outside Director who received andin@rant since the last Annual Meeting of Stocklent will receive a prorated Succeeding
Grant to purchase a number of Shares equal to A@Mtiplied by a fraction whose numerator is thuentver of calendar months or portions
thereof that the Outside Director has served dinealate of the Initial Grant and whose denoministbwelve.

10.5 Vesting@ he date an Outside Director receives an In@ignt or a Succeeding Grant is referred to inRtés as the “
Start Date” for such Award. Each Initial Grant will vest as2% of




the Shares on the Start Date for such Initial Gramd as to an additional 2% of the Shares onitstediay of each calendar month after the
Start Date, so long as the Outside Director cootisly remains a director of the Company. Succee@iragts will vest in accordance with
each Stock Option Agreement or SAR Agreement, asdise may be.

Notwithstanding any provisianthe contrary, in the event of a corporate trafmsadescribed in Section 19.1, the vesting of all
Awards granted to Outside Directors pursuant te 8gction 10 will accelerate and such Awards véttdme exercisable in full prior to the
consummation of such event at such times and dncuaditions as the Committee determines, and brisikercised, if at all, within three
months of the consummation of said event. Any Awardt exercised within such three-month periodl ghqtire.

10.6 Exercise PricEhe exercise price of an Award pursuant to atalnGrant or Succeeding Grant shall be the Fairkéa
Value of the Shares at the time that the Awardasigd.

10.7 Shares in Lieu oBE&ompensationEach Outside Director may elect to reduce aflat of the cash compensation
otherwise payable for services to be rendered hyds a director (including the annual retainer amyglfees payable for serving on the Board
or a Committee of the Board) and to receive in tleereof Shares. Any such election shall be inimgiand must be made before the services
are rendered giving rise to such compensationynaagdnot be revoked or changed thereafter durin@iliside Director’s term. On such
election, the cash compensation otherwise payaitllbavincreased by 10% for purposes of determirtirgnumber of Shares to be credite
such Outside Director. If an Outside Director sectd to receive Shares in lieu of cash, there Sleatiredited to such Outside Director a
number of Shares equal to the amount of the casipensation so reduced (increased by 10% as deddniltlee preceding sentence) divided
by the Fair Market Value on the day in which thenpensation would have been paid in the absencecbfelection.

11. WITHHOLDING TAXES

111 Withholding GeneyalMWhenever Shares are to be issued in satisfastimvards granted under this Plan, the
Company may require the Participant to remit toGoenpany an amount sufficient to satisfy federaltesand local withholding tax and so«
security requirements prior to the delivery of aeytificate or certificates for such Shares. Whengunder this Plan, payments in satisfaction
of Awards are to be made in cash, such paymenbwitiet of an amount sufficient to satisfy fedestdfe, and local withholding tax and
social security requirements.

11.2 Stock Withholdingvhen, under applicable tax or social securityslaavParticipant incurs tax or social securityiligh
in connection with the exercise or vesting of arwaid that is subject to tax or social security Witlding and the Participant is obligated to
pay the Company the amount required to be withiielEelCommittee may in its sole discretion allow Baticipant to satisfy the minimum 1
or social security withholding obligation by elexito have the Company withhold from the Shardsetssued that number of Shares having
a Fair Market Value equal to the minimum amoununegl to be withheld, determined on the date thatamount of tax to be withheld is to
be determined. All elections by a Participant taeh&hares withheld for this purpose will be madadaordance with the requirements
established by the Committee and be in writing faren acceptable to the Committee.

12. TRANSFERABILITY .

12.1  Except as otherwisgvjgled in this Section 12, Awards granted undées ffan, and any interest therein, will not be
transferable or assignable by Participant, and moype made subject to execution, attachment dfssiprocess, otherwise than by will or by
the laws of descent and distribution or as deteethioy the Committee and set forth in the Award &grent with respect to Awards that are
not 1ISOs.

12.2 All Awards other thilQSOs and SAR#Il Awards other than NQSOs and SARs shall be agabde: (i) during the
Participant’s lifetime, only by (A) the Participaor (B) the




Participant’s guardian or legal representative; @hafter Participant’s death, by the legal regmatative of the Participant’s heirs or legatees.

12.3 NQSOs and SARMless otherwise restricted by the Committee(5R and SAR shall be exercisable: (i) during the
Participant’s lifetime only by (A) the ParticipaB) the Participant’'s guardian or legal represeéwvga (C) a Family Member of the Participant
who has acquired the NQSO or SAR by “permitteddfamn” and (ii) after Participant’s death, by tlegdl representative of the Participant’s
heirs or legatees. “Permitted transfer” meansuéisogized by this Plan and the Committee in a S@pkon Agreement or SAR Agreement,
any transfer effected by the Participant duringRlaeticipants lifetime of an interest in such NQSO and SARdnly such transfers which &
by gift or domestic relations order. A permittedrsfer does not include any transfer for valueraither of the following are transfers for
value: (a) a transfer under a domestic relatiodgoin settlement of marital property rights or #tyansfer to an entity in which more than
fifty percent of the voting interests are ownedHaynily Members or the Participant in exchange foimderest in that entity.

13. PRIVILEGES OF STOCK OWNERSHIP; RESTRICTIONS ON SHAR ES.

13.1 Voting and Dividendso Participant will have any of the rights oftackholder with respect to any Shares until the
Shares are issued to the Participant. After Stereessued to the Participant, the Participantlvélb stockholder and have all the rights of a
stockholder with respect to such Shares, incluthiegight to vote and receive all dividends or ottistributions made or paid with respect to
such Shares; providedhat if such Shares are Restricted Stock, thgmaw, additional or different securities the Rapint may become
entitled to receive with respect to such Sharegiftye of a stock dividend, stock split or any athbange in the corporate or capital structure
of the Company will be subject to the same restnst as the Restricted Stock; providddrther, that the Participant will have no right to
retain such stock dividends or stock distributiaith respect to Shares that are repurchased &dheipant’s Purchase Price or Exercise
Price pursuant to Section 13.2.

13.2 Restrictions on $sakt the discretion of the Committee, the Company meserve to itself and/or its assignee(s) in the
Award Agreement a right to repurchase a portioarddll Unvested Shares held by a Participant falhgwsuch Participant’s Termination at
any time within ninety (90) days after the latefPafrticipant’s Termination Date and the date Pigditt purchases Shares under this Plan, for
cash and/or cancellation of purchase money indabts] at the Participant’s Exercise Price or Pwelraice, as the case may be.

14. CERTIFICATES . All certificates for Shares or other securitietivbred under this Plan will be subject to sudtkttiransfer orders,
legends and other restrictions as the Committeedrayn necessary or advisable, including restristioxder any applicable federal, state or
foreign securities law, or any rules, regulationd ather requirements of the SEC or any stock exgdar automated quotation system upon
which the Shares may be listed or quoted.

15. ESCROW; PLEDGE OF SHARES. To enforce any restrictions on a Participant'ar8h, the Committee may require the Participant
to deposit all certificates representing Sharegetteer with stock powers or other instruments afisfer approved by the Committee,
appropriately endorsed in blank, with the Compangroagent designated by the Company to hold iroesantil such restrictions have
lapsed or terminated, and the Committee may calegead or legends referencing such restrictiorzetplaced on the certificates. Any
Participant who is permitted to execute a promigsote as partial or full consideration for the ghase of Shares under this Plan will be
required to pledge and deposit with the Compangrgtlart of the Shares so purchased as collatesgdure the payment of Participant’s
obligation to the Company under the promissory nmtevided, howevethat the Committee may require or accept othedditimnal forms

of collateral to secure the payment of such ohligeand, in any event, the Company will have faiourse against the Participant under the
promissory note notwithstanding any pledge of thgi€ipant's Shares or other collateral. In conimectvith any pledge of the Shares,
Participant will be required to execute and del@avritten pledge agreement in such form as the r@ittee will from time to time approve.
The Shares purchased with the promissory note raaglbased from the pledge on a pro rata baskegzrdmissory note is paid.




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

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

18. NO OBLIGATION TO EMPLQOY . Nothing in this Plan or any Award granted undes Plan will confer or be deemed to confer on
any Participant any right to continue in the empdfyor to continue any other relationship withg thompany or any Parent or Subsidiary of
the Company or limit in any way the right of thermany or any Parent or Subsidiary of the Comparngnroinate Participant's employment
or other relationship at any time, with or with@atuse.

19. CORPORATE TRANSACTIONS .

19.1 Assumption or Replaent of Awards by Successdexcept for automatic grants to Outside Direcfmrssuant to
Section 10 hereof, in the event of (a) a dissotutinliquidation of the Company, (b) a merger ansalidation in which the Company is not
the surviving corporation (other than a mergerarsolidation with a wholly-owned subsidiary, a @rporation of the Company in a
different jurisdiction, or other transaction in whithere is no substantial change in the stocki®ldiethe Company or their relative stock
holdings and the Awards granted under this Plarassemed, converted or replaced by the succesgmration, which assumption will be
binding on all Participants), (c) a merger in whibk Company is the surviving corporation but aftéich the stockholders of the Company
immediately prior to such merger (other than awglgholder that merges, or which owns or controlstla@r corporation that merges, with the
Company in such merger) cease to own their sharether equity interest in the Company, (d) the sdlsubstantially all of the assets of the
Company, or (e) the acquisition, sale, or transfanore than 50% of the outstanding shares of hm@any by tender offer or similar
transaction, any or all outstanding Awards maydmimed, converted or replaced by the successooradign (if any), which assumption,
conversion or replacement will be binding on alitegants. In the alternative, the successor c@fimn may substitute equivalent Awards or
provide substantially similar consideration to Rfpaints as was provided to stockholders (afteintaknto account the existing provisions of
the Awards). The successor corporation may alsejds place of outstanding Shares of the Compaiy ly the Participants, substantially
similar shares or other property subject to repaseltrestrictions no less favorable to the Partitiga the event such successor corporatic
any) refuses to assume or substitute Awards, asdaw above, pursuant to a transaction describéisrSection 19.1, such Awards will
accelerate and will become exercisable in full priothe consummation of such transaction at simeé &nd on such conditions as the
Committee will determine, and if such Awards aré exercised prior to the consummation of the caftransaction, they shall terminate at
such time as determined by the Committee.




19.2 Other Treatment efakds. Subject to any greater rights granted to Paaditip under the foregoing provisions of this
Section 19, in the event of the occurrence of aaysiaction described in Section 19.1, any outstandlivards will be treated as provided in
the applicable agreement or plan of merger, codatitin, dissolution, liquidation, or sale of assets

19.3 Assumption of Awatrlsthe Company The Company, from time to time, also may subiitir assume outstanding
awards granted by another company, whether in atiomewith an acquisition of such other companythrerwise, by either; (a) granting an
Award under this Plan in substitution of such ott@mpany’s award; or (b) assuming such award ia$#d been granted under this Plan if
the terms of such assumed award could be appliad fovard granted under this Plan. Such substitudicassumption will be permissible if
the holder of the substituted or assumed awarddvoave been eligible to be granted an Award urtde®Rlan if the other company had
applied the rules of this Plan to such grant. mdkient the Company assumes an award granted theacompany, the terms and conditions
of such award will remain unchanged ( exdbpt the exercise price and the number and nafusdares issuable upon exercise of any such
option will be adjusted appropriately pursuant ézt®ns 409A and 424(a) of the Code). In the etlemtCompany elects to grant a new
Option or SAR rather than assuming an existingooptsuch new Option or SAR may be granted withrdlaily adjusted Exercise Price.

20. ADOPTION AND STOCKHOLDER APPROVAL . This Plan will become effective on the date ih&t adopted by the Board (the
“ Effective Date”). This Plan shall be approved by the stockholdeth®fCompany (excluding Shares issued pursuantgdtan), consister
with applicable laws, within twelve (12) months def or after the date this Plan is adopted by thar@® Upon the Effective Date, the
Committee may grant Awards pursuant to this Peayided, howevethat: (a) no Option or SAR may be exercised paanttial

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

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

22. AMENDMENT OR TERMINATION OF PLAN . The Board may at any time terminate or amendRlas in any respect, including
without limitation amendment of any form of Awardj®eement or instrument to be executed pursuahigdlan;provided, howevethat the
Board will not, without the approval of the stocktters of the Company, amend this Plan in any mathamrequires such stockholder
approval.

23.  NONEXCLUSIVITY OF THE PLAN . Neither the adoption of this Plan by the Boan&, $ubmission of this Plan to the stockhol
of the Company for approval, nor any provisionto$ tPlan will be construed as creating any limitasi on the power of the Board to adopt
such additional compensation arrangements as itdaasgn desirable, including, without limitation, t@nting of stock options and bonuses
otherwise than under this Plan, and such arrangesmeay be either generally applicable or applicaloly in specific cases.

24. DEFINITIONS . As used in this Plan, the following terms will hathe following meanings:




‘Award” means any award under this Plan, including antiddpRestricted Stock, Restricted Stock Unit avcktAppreciation
Right.

‘Award Agreement means, with respect to each Award, the signettawiagreement between the Company and the Particip
setting forth the terms and conditions of the Award

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

‘Cause” means the commission of an act of theft, embezzigénfraud, dishonesty, other acts constituting grssconduct, or
breach of fiduciary duty to the Company or a Pacerubsidiary of the Company.

‘Code” means the Internal Revenue Code of 1986, as astkend

‘Committe€’ means the Compensation Committee of the Board.

‘Company”’ means Electronic Arts Inc. or any successor caian.

‘Disability " means a disability, whether temporary or permangartial or total, as determined by the Committee

‘Exchange Act’ means the Securities Exchange Act of 1934, andet:

‘Exercise Pricé’ means the price at which a holder of an Optioa &AR, as the case may be, may purchase the Sésuable
upon exercise of such Option or SAR.

‘Fair Market Value” means, as of any date, the value of a shareeo€ttmpany’s Common Stock determined as follows:

(@) if such Common Stock is then quoted onNthedaqg National Market, its closing price on thesd\ay National
Market on the date of determination as reporteThe Wall Street Journ;;

(b) if such Common Stock is publicly traded @nthen listed on a national securities exchaitge)osing price on the
date of determination on the principal nationalsities exchange on which the Common Stock isdiste
admitted to trading as reportedThe Wall Street Journ;;

(c) if such Common Stock is publicly traded muhot quoted on the Nasdaq National Market retedl or admitted to
trading on a national securities exchange, thea@eeof the closing bid and asked prices on theafate
determination as reported The Wall Street Journ;; or

(d) if none of the foregoing is applicable, by the Coitt@e in good faith

‘Family Member” includes any of the following:

(a) child, stepchild, grandchild, parent, sememt, grandparent, spouse, former spouse, sililiage, nephew,
mother-in-law, father-in-law, son-in-law, daughteslaw, brother-in-law, or sister-in-law of the Haipant,
including any such person with such relationshightoParticipant by adoptio

(b) any person (other than a tenant or employee) shéra Participal's household
(c) a trust in which the persons in (a) and (b) haveentioan fifty percent of the beneficial intere




(d) a foundation in which the persons in (a) and (ktherParticipant control the management of asee

(e) any other entity in which the persons ingiad (b) or the Participant own more than fiftyqeat of the voting
interest.

‘Insider” means an officer or director of the Company oy ather person whose transactions in the Compabgtamon Stock
are subject to Section 16 of the Exchange Act.

‘Option” means an award of an option to purchase Shamssiguot to Section 5.

‘Outside Director’ means a member of the Board who is not an empl@j¢he Company or any Parent or Subsidiary of the
Company.

‘Parent” means any corporation (other than the Compangnininbroken chain of corporations ending withGloenpany if
each of such corporations other than the Compamsatock possessing 50% or more of the total comabioting power of all classes of
stock in one of the other corporations in suchmhai

‘Participant” means a person who receives an Award under this P

‘Performance Factors means any of the factors selected by the Comenéted specified in an Award Agreement, from among
the following objective measures, either individyaalternatively or in any combination, appliedtk® Company as a whole or any business
unit or Subsidiary, either individually, alternatly, or in any combination, and measured, to thiergxapplicable on an absolute basis or
relative to a pre-established target, to determihether the performance goals established by tmen@itiee with respect to applicable
Awards have been satisfied:

€)) Net revenue
(b) Earnings before interest, income taxes, depreciaia amortizatior
(c) Operating income

(d) Operating margin

(e) Net income;
® Earnings per shan
(9) Total stockholder returr

(h) The Compan's stock price

0] Growth in stockholder value relative to a-determined index
()] Return on equity

(k) Return on invested capit:

o Operating cash flown

(m) Free cash flow
(n) Economic value added; a

(0) Individual confidential business objectivi




The Committee may, in recogmitof unusual or non-recurring items such as adaprisrelated activities or changes in
applicable accounting rules, provide for one orenequitable adjustments (based on objective stdayty the Performance Factors to
preserve the Committee’s original intent regardhmgy Performance Factors at the time of the indtvahrd grant. It is within the sole discretion
of the Committee to make or not make any such afyjlgtadjustments.

‘Performance Period means the period of service determined by the @itae, which shall be no less than one calendar
guarter nor more than five years (unless tiedgpexific and objective milestone or event), dusirfgch time of service or performance is to
be measured for Awards.

‘Plan " means this EA 2000 Equity Incentive Plan, as aseelnfrom time to time.
‘Restricted Stock Awartimeans an award of Shares that are subject toatémts pursuant to Section 6.

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

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

‘Shares” means shares of the Company’s Common Stock reddor issuance under this Plan, as adjusted potrsna
Sections 2 and 19, and any successor security.

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

‘Subsidiary” means any corporation (other than the Companyh imrdroken chain of corporations beginning with @wmpan’
if each of the corporations other than the laspomation in the unbroken chain owns stock possg€s% or more of the total combined
voting power of all classes of stock in one of difeer corporations in such chain.

‘Termination” or “ Terminated” means, for purposes of this Plan with respeet Rarticipant, that the Participant has for any
reason ceased to provide services as an empldfieer adirector, consultant, independent contrgabo advisor to the Company or a Parent
or Subsidiary of the Company. An employee will hetdeemed to have ceased to provide services raieeof (i) sick leave, (ii) military
leave, or (iii) any other leave of absence apprdyethe Committee, provided, that such leave isafperiod of not more than 90 days, unless
reemployment upon the expiration of such leaveusrgnteed by contract or statute or unless provadeerwise pursuant to formal policy
adopted from time to time by the Company and issuetipromulgated to employees in writing. In theecaf any employee on an approved
leave of absence, the Committee may make suchgioogi respecting suspension of vesting of the Awdrite on leave from the employ of
the Company or a Subsidiary as it may deem apmtaprexcept that in no event may an Option be set@fter the expiration of the term
forth in the Option agreement. The Committee wallé sole discretion to determine whether a Paditipas ceased to provide services and
the effective date on which the Participant cedsquiovide services (theTermination Date”).

‘Unvested Sharesmeans “Unvested Shares” as defined in the AwagceAment.

‘Vested Shares means “Vested Shares” as defined in the Awarde&grent.






Exhibit 10.2

ELECTRONIC ARTS INC.
2000 EMPLOYEE STOCK PURCHASE PLAN
As Amended by the Stockholders on July 27, 2006

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

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

3. Administration. This Plan may be administered by the Board aramittee appointed by the Board (the “ Commitdedhe Plan shall
be administered by the Board or a committee apediby the Board consisting of not less than th8d@érsons (who are members of the
Board), each of whom is a disinterested directaruded in this Plan, references to the “Commitsilll mean either the committee appoil
by the Board to administer this Plan or the Boartbicommittee has been established. Subject tprih@sions of the Plan and the limitations
of Section 423 of the Code or any successor pravisi the Code, if applicable, all questions oémretation or application of the Plan shall
be determined by the Committee and its decisioa8 bh final and binding upon all participants. Meagns of the Committee shall receive no
compensation for their services in connection i administration of the Plan, other than stanflsed as established from time to time by
the Board of Directors of the Company for servieaslered by Board members serving on Board comasitt&ll expenses incurred in
connection with the administration of the Plan khalpaid by the Company.

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

(a) employees who are not employethb Company or its Subsidiaries on the fiftegdatth) day of the month before the beginr
of such Offering Period;

(b) employees who, together with ather person whose stock would be attributed e ®imployee pursuant to Section 424(d) of
the Code, own stock or hold options to purchaseksto who, as a result of being granted an optiwthen the Plan with respect to such
Offering Period, would own stock or hold optiongtarchase stock possessing five (5) percent or wittiee total combined voting power or
value of all classes of stock of the Company or@ys Subsidiaries; and

(c) employees who would, by virtdaleir participation in such Offering Period, barficipating simultaneously in more than one
Offering Period under the Plan.

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

5. Offering Dates The Offering Periods of the Plan (the “Offeringried”) shall be of twelve (12) months duration aoancing on the
first business day of March and September of eaeln &nd ending on the last business day of FebarahAugust, respectively, hereafter.
The first Offering Period shall commence on Septenih 2000. The first day of each




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

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

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

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

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

(a) the fair market value on theedfig Date, or
(b) the fair market value on thedhase Date.

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

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

(a) The purchase price of the shasrescumulated by regular payroll deductions nténg each Purchase Period. The deductions
are made as a percentage of the employee’s contjmemsaone percent (1%) increments not less thangercent (2%) nor greater than ten
percent (10%). Compensation shall mean base salamymissions, overtime, performance bonuses, disoay bonuses, stay bonuses,
referral bonuses, sabbatical cash outs, shiftréiffials, and such other forms of compensatiom@£ommittee, in the exercise of its
discretion under the Plan, may designate as sulgjgzyroll deductions for purposes of the Plantvwithstanding the foregoing,
Compensation shall not include car benefits/allaveanincome derived from stock options, equity-dasempensation, or payments made in
connection with termination (including, but not ited to, holiday accrual cash outs, severance ggparation pay, or ex gratia payments).




Payroll deductions shall commence with the first pariod following the Offering Date and shall cionie to the end of the Offering Period
unless sooner altered or terminated as providéukifPlan.

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

(c) Subject to the laws of the lojcaisdiction, all payroll deductions made for atpapant are credited to his or her account under
the Plan and are deposited with the general fuhtteedCompany; no interest accrues on the paysaudtions. Subject to the laws of the I¢
jurisdiction, all payroll deductions received oldhby the Company may be used by the Company fprcarporate purpose, and the Comp
shall not be obligated to segregate such payraliidions.

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

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

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

10. Limitations on Shares to be Purchased

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

(b) No more than 200% of the numifeshares determined by using 85% of the fair ntarkkie of a share of the Company’s
Common Stock on the Offering Date as the denomimatty be purchased by a participant on any singietase Date.

(c) No employee shall be entitlegotmchase more than the Maximum Share Amount (fisedebelow) on any single Purchase
Date. Not less than thirty days prior to the comoasnent of any Purchase Period, the Board mays sole discretion, set a maximum
number of shares which may be purchased by anyoyeplat any single Purchase Date (hereinafterNtaximum Share Amount”). In no
event shall the Maximum Share Amount exceed theuatsgermitted under Section 10(b) above. If a Maximum Share Amount is set,
then all participants must be notified of such Maximn Share Amount not less than fifteen (15) daie po the commencement of the next
Purchase Period. Once the Maximum Share Amouet jstshall continue to apply with respect tosaltceeding Purchase Dates and
Purchase Periods unless revised by the Board &srgetbove.




(d) If the number of shares to bechased on a Purchase Date by all employees patiivg in the Plan exceeds the number of
shares then available for issuance under the BlarCompany shall make a pro rata allocation oféimeaining shares in as uniform a manner
as shall be practicable and as the Board shalirdete to be equitable. In such event, the Compaayl give written notice of such reduction
of the number of shares to be purchased undettigzipant’s option to each employee affected thereby

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

11. Withdrawal.

(a) Each participant may withdraenfran Offering Period under the Plan by signing éegldzering to the payroll department notice
on a form provided for such purpose. Such withdtanay be elected at any time at least fifteen @&)s prior to the end of an Offering
Period.

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

(c) A participant may participatetive current Purchase Period under an OfferingpBéthe “Current Offering Periodgnd enroll it
the Offering Period commencing after such Purcreséod (the “New Offering Period”) by (i) withdramg from participating in the Current
Offering Period effective as of the last day oftmdPase Period within that Offering Period anddiyolling in the New Offering Period. Such
withdrawal and enrollment shall be effected bynfiliwith the payroll department at least fifteen)(d&ys prior to the end of a Purchase Pe
such form or forms as are provided for such purpose

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

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

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

In the event of the proposed dissolution gquitiation of the Company, the Offering Period weliminate immediately prior to the
consummation of such proposed action, unless otbemvovided by the Board. The Board may, in thereise of its sole discretion in such
instances, declare that the options under the $halh terminate as of a date fixed by the Boardgind each participant the right to exercise
his or her option as to all of the optioned stdnkluding shares




which would not otherwise be exercisable. In therd\of a proposed sale of all or substantiallyfthe assets of the Company, or the merger
of the Company with or into another corporatiorgteaption under the Plan shall be assumed or aiwagnot option shall be substituted by
such successor corporation or a parent or subgidfasuch successor corporation, unless the Boatetmhines, in the exercise of its sole
discretion and in lieu of such assumption or stiltébin, that the participant shall have the righékercise the option as to all of the optioned
stock. If the Board makes an option exercisableeinof assumption or substitution in the evenaaherger or sale of assets, the Board shall
notify the participant that the option shall beydxercisable for a period of twenty (20) daysiirthe date of such notice, and the option will
terminate upon the expiration of such period.

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

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

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

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

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

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

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

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




22. Designation of Beneficiary

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

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

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

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

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

(a) Increase the number of sharasrttay be issued under the Plan;
(b) Change the designation of th@legrees (or class of employees) eligible for pgtition in the Plan; or

(c) Constitute an amendment for Wwhitockholder approval is required in order to cymyith Rule 16b3 (or any successor rule)
the Exchange Act.

26. Rules for Foreign Jurisdictions

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

(b) The Board or Committee may aldopt rules, procedures or sub-plans applicabpaticular subsidiaries or locations, which —
sub-plans may be designed to be outside the sddpede Section 423. The rules of such gldms may take precedence over other provit
of this Plan, with the exception of Section 3, bnless otherwise superceded by the terms of suziplsm, the provisions of the Plan shall
govern the operation of such sub-plan. To extertnsistent with the requirements of Code Sectid@) 4ach sub-plan shall be considered
part of the Non-423 Plan, and options granted theder shall not be considered to comply with CoéetiSn 423.




27. Designation of SubsidiariesThe Board or Committee shall designate from antbedSubsidiaries, as determined from time to
time, the Subsidiary or Subsidiaries whose Emplseyamll be eligible to participate in the Plan. Buard or Committee may designate a
Subsidiary, or terminate the designation of a Siiasy, without the approval of the shareownershefCorporation.







Exhibit 15.1

Awareness Letter of KPMG LLP, Independent Registerd Public Accounting Firm

The Board of Directors
Electronic Arts Inc.:

With respect to the registration statements on Fe&#8(Nos. 33-66836, 33-55212, 33-53302, 33-419882166, 33-61781, 33-61783, 333-
01397, 333-09683, 333-09893, 333-32239, 333-32333,;46937, 333-60513, 333-60517, 333-84215, 33339333-39432, 333-44222,
333-60256, 333-67430, 333-82888, 333-99525, 333-10,7/333-117990, 333-120256, 33-127156, and 33333Bland the registration
statement on Form S-3 (No. 333-102797), of Eledtrémts Inc., we acknowledge our awareness of tieeriporation by reference therein of
our report dated August 8, 2006 relating to theuditad condensed consolidated interim financiakstents of Electronic Arts Inc. and
subsidiaries that are included in this Form 10-Qlie three-month period ended July 1, 2006.

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

KPMG LLP

Mountain View, California
August 8, 2006






Exhibit 31.1
ELECTRONIC ARTS INC.

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

I, Lawrence F. Probst Ill, certify that:
1. | have reviewed this Quarterly Report on Forr-Q of Electronic Arts Inc.

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

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

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

a. Designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

b.  Designed such internal control over finaha@orting, or caused such internal control owearicial reporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

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

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

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

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

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

Dated: August 8, 2006 By: /s/ Lawrence F. Probst IlI
Lawrence F. Probst Il
Chairman and Chief Executive Offict







Exhibit 31.2
ELECTRONIC ARTS INC.

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

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

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

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

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

a. Designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

b.  Designed such internal control over finaha@orting, or caused such internal control owearicial reporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

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

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

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

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

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

Dated: August 8, 2006 By: /s/ Warren C. Jensor
Warren C. Jensol
Executive Vice President,
Chief Financial and Administrative Office







Exhibit 32.1
ELECTRONIC ARTS INC.

Certification of Chairman and 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 J88e2006 as filed with the Securities
and Exchange Commission on the date hereof (thpdi®, I, Lawrence F. Probst Ill, Chairman and €Htxecutive 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:

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

2. The information contained in the Reportlfapresents, in all material respects, the finadnmiadition and results of operations of
Electronic Arts Inc. for the periods presented éfre:

/s/ Lawrence F. Probst |

Lawrence F. Probst IlI

Chairman and Chief Executive Officer
Electronic Arts Inc

August 8, 2006

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







Exhibit 32.2
ELECTRONIC ARTS INC.

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

In connection with the Quarterly Report of ElecimArts Inc. on Form 10-Q for the period ended J88e2006 as filed with the Securities
and Exchange Commission on the date hereof (thpdi®, |, Warren C. Jenson, Executive Vice Prestdmd Chief Financial and
Administrative Officer of Electronic Arts Inc., ady, pursuant to 18 USC Section 1350, as adoptedyant to Section 906 of the Sarbanes-
Oxley Act of 2002 (“Section 906"), that to my knaudge:

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

2. The information contained in the Reportlfapresents, in all material respects, the finadnmiadition and results of operations of
Electronic Arts Inc. for the periods presented éfre:

/s/ Warren C. Jensc

Warren C. Jenson

Executive Vice President,

Chief Financial and Administrative Officer
Electronic Arts Inc

August 8, 2006

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




