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PART | — FINANCIAL INFORMATION

Item 1. Condensed Consolidated Financial Statemen{sinaudited)

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 $186 and $23®edively
Inventories
Deferred income taxes, r
Other current asse

Total current asse

Property and equipment, r
Goodwill

Other intangibles, ne
Deferred income taxes, n
Other asset

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Accounts payabl
Accrued and other current liabiliti
Deferred net revenue (packaged goods and digitaeot)
Total current liabilities

Income tax obligation
Other liabilities

Total liabilities
Commitments and contingencies (See Note

Stockholder equity:

Preferred stock, $0.01 par value. 10 shares au#ut

Common stock, $0.01 par value. 1,000 shares aagdirB19 ani
318 shares issued and outstanding, respect

Paic-in capital

Retained earning

Accumulated other comprehensive inco
Total stockholder equity

TOTAL LIABILITIES AND STOCKHOLDERS ' EQUITY

See accompanying Notes to Condensed Consolidateddtal Statements (unaudited).

(@) Derived from audited consolidated financial statetsa¢

June 30,
2008

March 31,
2008 (a)
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Three Months Ended

June 30,

(Unaudited) 2008 2007
(In millions, except per share da
Net revenue $ 804 $ 39t
Cost of goods sol 29¢€ 16€

Gross profit 50¢ 22¢
Operating expense

Marketing and sale 12¢ 82

General and administratiy 84 71

Research and developme 35€ 25C

Amortization of intangible: 15 7

Acquired ir-process technolog 2 —

Restructuring charge 20 2

Total operating expens 605 417

Operating los: (97) (18%)
Losses on strategic investme (6) —
Interest and other income, r 15 27

Loss before provision for (benefit from) incomeda (88) (15€)
Provision for (benefit from) income tax 7 (29

Net loss $ (95 $ (132
Net loss per shar

Basic and Dilutec $ (0.30) $ (0.42)
Number of shares used in computati

Basic and Dilutec 31¢ 311

See accompanying Notes to Condensed Consolidateddtal Statements (unaudited).
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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, amortization and accretion,
Stoclk-based compensatic
Non-cash restructuring charg
Net losses on investments and sale of propertyegnipmen
Acquired ir-process technolog
Change in assets and liabiliti¢
Receivables, ne
Inventories
Other asset
Accounts payabl
Accrued and other liabilitie
Deferred income taxes, r
Deferred net revenue (packaged goods and digitakbot)

Net cash used in operating activit

INVESTING ACTIVITIES
Capital expenditure
Purchase of marketable equity securities and dtivestment:
Proceeds from maturities and sales of «term investment
Purchase of shc¢-term investment
Acquisition of subsidiaries, net of cash acqui

Net cash used in investing activiti

FINANCING ACTIVITIES
Proceeds from issuance of common st
Excess tax benefit from stc-based compensatic

Net cash provided by financing activiti

Effect of foreign exchange on cash and cash ecprits

Decrease in cash and cash equival
Beginning cash and cash equivale

Ending cash and cash equivale
Shor-term investment

Ending cash, cash equivalents and «term investment

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

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

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

June 30,
2008 2007
$ (95 $ (132
5C 36
50 28
16 —
6 —
2 J—
38 13¢€
(56) (10)
(7) (45)
(56) (74)
(18) (139)
(26) (36)
(199 36

(291) (192)

(31) (14)
— (277)

13€ 641
(15¢) (897)
(42) —

25 18
9 8

34 26
_ @ __ 5
(354) (708)
1,55: 1,371
1,19¢ 66°
74¢ 1,52¢

$ 1,947 $ 2,18¢
$ 6 $ 24
$ (5 $ 66
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(1) DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATDON

We develop, market, publish and distribute videmgaoftware and content that can be played by ecoession a variety of platforms,
including video game consoles (such as the SonySaéion®2 and PLAYSTATION® 3, Microsoft Xbox 360" and Nintendo Wii™),

personal computers, handheld game players (suitte&ayStatio® Portable (“PSP" ") and the Nintendo DS') and wireless devices. Some
of our games are based on content that we licensedthers €.g., Madden NFL Football, Harry Potter and FIFA Sogcand some of our
games are based on our own wholly-owned intellégaperty (e.g., The Sims™, Need for Speed and POGO"). Our goal is to publish
tittes with global mass-market appeal, which oftegans translating and localizing them for saledn-English speaking countries. In addition,
we create software game “franchises” that allowoysublish new titles on a recurring basis thattareed on the same property. Examples of
this franchise approach are the annual iteratibsiosports-based producte.g., Madden NFL Football, NCAR Football and FIFA Soccel
wholly-owned properties that can be successfullyusted (e.g., The Sims, Need for Speed and Battlefield) amelstibased on long-lived
literary and/or movie propertiese(g., Lord of the Rings and Harry Potter).

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

These Condensed Consolidated Financial Statemieo$dsbe read in conjunction with the Consolidaatancial Statements and Notes
thereto included in our Annual Report on Form 1@Kthe fiscal year ended March 31, 2008, as filétth the United States Securities and
Exchange Commission (“SEC”) on May 23, 2008.

(2) FISCAL YEAR AND FISCAL QUARTER

Our fiscal year is reported on a 52 or 53-weekquktihat ends on the Saturday nearest March 31re3ults of operations for the fiscal years
ended March 31, 2009 and 2008 contain 52 week&adadn March 28, 2009 and March 29, 2008, respagtiOur results of operations for
the three months ended June 30, 2008 and 2007icdiaveeks and ended on June 28, 2008 and Jur®3D, respectively. For simplicity of
disclosure, all fiscal periods are referred toradirey on a calendar month end.

(3) FAIR VALUE MEASUREMENTS

On April 1, 2008, we adopted Statement of Finang@adounting Standard (“SFAS”) No. 15Fair Value Measurements’ except as it applie

to the nonfinancial assets and nonfinancial litibgithat are subject to Financial Accounting Seadd Board (“FASB”) Staff Position (“FSP”)
Financial Accounting Standard (“FAS”) 157-2Effective Date of FASB Statement No. 15hese nonfinancial items include assets and
liabilities such as a reporting unit measured atvalue in a goodwill impairment test and nonfiogh assets acquired and liabilities assume

a business combination. SFAS No. 157 defines flire; establishes a framework for measuring fdirerand expands disclosure requirements
regarding fair value measurements. SFAS No. 15béshes a three-tier hierarchy that draws a digtn between market participant
assumptions based on (1) observable quoted pricsive markets for identical assets or liab#it{eevel 1), (2) inputs other than quoted
prices in active markets that are observable edfrectly or indirectly (Level 2), and (3) unobsable inputs that require us to use other
valuation techniques to determine fair value (Le8)el
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As of June 30, 2008, our financial assets andliiegsi measured and recorded at fair value weffelasvs (in millions):

Fair Value Measurements at Reporting Date U
Quoted Prices

Active Markets Significant
for Identical Other Significant
Financial Observabl Unobservabl
Instruments Inputs Inputs
As of
June 30, 20C (Level 1) (Level 2) (Level 3) Balance Sheet Classificatit
Assets
Money market fund $ 897 $ 897 $ — $ — Cash and cash equivalel
Available-for-sale fixed income securitit 74¢ 173 57& — Shor-term investment
Available-for-sale equity securitie 73z 732 — — Marketable equity securitie
Foreign currency derivative 3 — 3 — Other current asse
Other investment 2 — 2 — Other asset
Total assets at fair valt $ 2,38: $ 1,80z $ 58C $ —

Our money market funds, available-for-sale fixecbime and equity securities, and foreign currencivdtves are measured and recorded on a
recurring basis. Other investments included intéiide above were measured and recorded on a neringchasis. During the three months
ended June 30, 2008, we measured certain of oar mthestments at fair value due to various fac¢tioduding the extent and duration during
which the fair value had been below cost.

Available-for-sale fixed income securities categed in Level 1 exclusively includes U.S. Treaswegwsities. Available-for-sale fixed income
securities categorized in Level 2 includes $288ionilin U.S. agency securities, $225 million in gorate bonds, $50 million in asset-backed
securities, and $12 million in commercial paper.

Our Level 1 financial instruments are valued ugingted prices in active markets for identical imstents. Our Level 2 financial instruments,
including derivative instruments, are valued usiogted prices for identical instruments in lessvaamarkets or using other observable market
inputs for comparable instruments. As of June B082 our Level 3 financial instruments were lessiti1 million.

(4) FINANCIAL INSTRUMENTS
Marketable Equity Securities

Our investments in marketable equity securitiestof investments in common stock of publiclydied companies.

During the three months ended June 30, 2008, wiyrézed an impairment charge of $5 million withpest to our marketable equity
securities. Due to various factors, including tkeest and duration during which the market pricd haen below cost, we concluded the de
in value was other-than-temporary as defined by SN&. 115, “Accounting for Certain Investments in Debt and BqS8ecurities, as
amended. The $5 million impairment is includeddsses on strategic investments on our Condensesblidated Statements of Operations.

As of June 30, 2008, we had gross unrealized gdi8516 million and gross unrealized losses of filllion in our marketable equity security
investments. Based on our review, we do not consieinvestments with gross unrealized losse®tother-than-temporarily impaired as of
June 30, 2008. We evaluate our investments foriimgat quarterly. If we conclude that an investmisndther-than-temporarily impaired, we
will recognize an impairment charge at that time.

Other Investments

Our other investments consist principally of norivg preferred shares in two publicly traded comesnwWe account for these investments
under the cost method as prescribed by AccountiimgiBles Board Opinion (“APB”) No. 18, as amendedhe Equity Method of Accounting
for Investments in Common Stc”.

During the three months ended June 30, 2008, wagrézed an impairment charge of $1 million withpest to one of these investments. Due
to various factors, including the extent and daratiuring which the fair value had been below cest,
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concluded the decline in value was other-than-teangas defined by APB No. 18, as amended. Theiiibmimpairment is included in
losses on strategic investments on our Condensaddlidated Statements of Operations.

(5) BUSINESS COMBINATIONS

On May 29, 2008, we acquired certain assets fromdslDn Mobile Inc. and its affiliates relating te Korea mobile games business based in
Seoul, Korea (“Hands-On Mobile Korea”), for an aggpite purchase price of $30 million in cash, inclgdransaction costs. Han@ Mobile
Korea is a leading Korean mobile game developemandisher. This acquisition is intended to stréegtour positions in the mobile games
market in Korea. Separately, on May 28, 2008, wpigied all of the outstanding shares of ThreeS€:., for an aggregate purchase price of
$15 million in cash, including transaction costasBd in San Francisco, California, ThreeSF’s Reptervice is a social network for gamers.
We expect this acquisition will enhance our abitiiyincorporate online social networking in our gam

The results of operations of Hands-On Mobile Kaed ThreeSF and the estimated fair market valuéseadicquired assets and assumed
liabilities have been included in our Condensedg@tidated Financial Statements since the dateafisition. The following table summariz
the preliminary estimated fair values of assetuimed and liabilities assumed in connection with acquisitions of Hands-On Mobile Korea
and ThreeSF (in millions):

Hand«-On

Mobile Kore¢ ThreeSF

Current Asset $ 2 $ 1
Other lon¢-term asset — 1
Acquired ir-process technolog 1 1
Goodwill 22 9
Finite-lived intangibles 7 6
Liabilities 2 3
Total purchase pric $ 30 $ 15

Except for acquired in-process technology, whictiisseussed below, the acquired finite-lived intétgiassets are being amortized on a
straight-line basis over their estimated lives ragdrom two to six years for Hands-On Mobile Kowaad three to four years for ThreeSF. The
intangible assets that make up that amount aseadake of the acquisition include:

Hand:-On Mobile Koreg ThreeSF
Gross Carryin - Weightet-Average Gross Carryin - Weighte«-Average
Amount Useful Life Amount Useful Life
(in millions) (in years) (in millions) (in years)
Developed Technolog $ 2 3 $ 3 4
Other Intangible: 5 6 3 4
Total Finite-Lived Intangibles $ 7 5 $ 6 4

For our Hand$on Mobile Korea acquisition, substantially all bétgoodwill recognized upon acquisition is dedudetibr tax purposes. For o
ThreeSF acquisition, none of the goodwill recogdiapon acquisition is deductible for tax purposts.expensed $1 million of acquired in-
process technology in our Condensed Consolidattei@ents of Operations upon consummation for eeghisition. Acquired in-process
technology includes the value of products in theettgppment stage that are not considered to hawheeaechnological feasibility or have an
alternative future use.
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(6) GOODWILL AND OTHER INTANGIBLE ASSETS
Goodwill information is as follows (in millions):

As of As of
March 31 Goodwill June 30
2008 Acquired 2008
Goodwill $ 1,152 $ 31 $ 1,18:¢
Finite-lived intangibles consist of the followinigp (millions):
As of June 30, 200 As of March 31, 200:
Gross Other Gross Other
Carrying Accumulate: Intangibles Carrying Accumulate: Intangibles
Amount Amortizatior Net Amount Amortizatior Net
Developed and Core Technolo $ 23¢ $ (1093 $ 13€ $ 234 $ (95) $ 13¢
Carrier Contracts and Relat 85 (47) 44 85 (36) 49
Trade Name 86 (33 53 86 (30) 56
Subscribers and Other Intangib 46 (20) 26 38 (17) 21
Total $  45€ $ (197 $  25¢ $ 44z $ (179 $  26F

Amortization of intangibles for the three monthsled June 30, 2008 and 2007 was $18 million (of vBig8 million was recognized as cost of
goods sold) and $14 million (of which $7 million sveecognized as cost of goods sold), respectifjte-ived intangible assets are amorti
using the straight-line method over the lesseheirtestimated useful lives or the term of thetezleagreement, typically from two to twelve
years. As of June 30, 2008 and March 31, 2008ytightec-average remaining useful life for finite-lived amtgible assets was approximately
5.0 years and 5.2 years, respectively.

As of June 30, 2008, future amortization of firiteed intangibles that will be recorded in costpafods sold and operating expenses is
estimated as follows (in millions):

Fiscal Year Ending March 3

2009 (remaining nine month $ 55
2010 66
2011 58
2012 28
2013 14
Thereaftel 38

Total $ 25¢
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(7) RESTRUCTURING
Restructuring information as of June 30, 2008 veafobows (in millions):

Fiscal 2006 Internationi

Fiscal 2008 Reorganizatic Publishing Reorganizatic
Facilities- Facilities-
Workforce related Other Workforce related Other Total
Balances as of March 31, 20 $ — $ — $ — $ — $ 9 $ 1 $ 10
Charges to operatiol 12 58 27 6 — — 10z
Charges utilized in cas (12) 3) (22 (6) — D (43)
Charges utilized in ne-cash — (55) (1) — — — (56)
Balances as of March 31, 20 1 — 4 — 9 — 14
Charges to operatiol — 16 3 1 — — 2C
Charges utilized in cas @ — (6) @ — — (8
Charges utilized in nc-cash — (16) — — — — (16
Balances as of June 30, 2C $ — $  — $ 1 $ — $ 9 $ — $ 10

Fiscal 2008 Reorganization

In June 2007, we announced a plan to reorganizeusiness into several new divisions, including foew “Labels”: EA SPORTIM | EA
Games, EA Casual Entertainment and The Sims. Eabhklloperates with dedicated studio and producketiag teams focused on consumer-
driven priorities. The new structure is designedtteamline decision-making, improve global focaurs] speed new ideas to market. In
October 2007, our Board of Directors approved a plareorganization (“fiscal 2008 reorganizatioarg) in connection with the
reorganization of our business into four new Labels

Since the inception of the fiscal 2008 reorganizaplan through June 30, 2008, we incurred chawf&416 million, of which (1) $12 million
were employee-related expenses, (2) $74 millicaiteel to the closure of our Chertsey, England arida@b, lllinois facilities which included
asset impairment and lease termination costs, B30 million related to other costs includingeaticontract terminations as well as IT and
consulting costs to assist in the reorganizatioowfbusiness support functions. During the foqguhrter of fiscal 2008, we completed the
closure of our Chertsey facility and consolidated Ghertsey operations and employees into our @uidd England facility. Over the next

15 months, we expect to incur IT and consultingsosconnection with the reorganization of ouribass support functions. The restructuring
accrual of $1 million as of June 30, 2008 relatedur fiscal 2008 reorganization is expected tatiezed by September 30, 2008. This accrual
is included in other accrued expenses presentddtia 9 of the Notes to Condensed Consolidated EinbStatements.

During fiscal 2008, we commenced marketing ourliigdin Chertsey, England for sale. Our reorgari@atharges include $66 million to write
our Chertsey facility down to its estimated faituga(less costs to sell the property), $16 milladnwhich was recognized during the three
months ended June 30, 2008. We also reclassifeeddtimated fair value of the Chertsey facilitynfrproperty and equipment, net, to other
current assets as an asset held for sale on owte@ead Consolidated Balance Sheets during fis€4.20

In fiscal 2009, we anticipate incurring between $30ion and $40 million of restructuring chargesated to the fiscal 2008 reorganization.
Overall, including charges incurred through Jung288, we expect to incur cash and mash charges between $140 million and $150 m
by fiscal 2010. These charges will consist prinyaofl employee-related costs ($12 million), faciléyit costs (approximately $80 million), as
well as other reorganization costs including ottwntract terminations and IT and consulting cas@assist in the reorganization of our busir
support functions (approximately $50 million).

Fiscal 2006 International Publishing Reorganization

In November 2005, we announced plans to estabfishtarnational publishing headquarters in Gen&vetzerland. Through the quarter ens
September 30, 2006, we relocated certain empldageasr new facility in Geneva, closed certain faieis in the United Kingdom, and made
other related changes in our international pubtighiusiness.

Since the inception of the restructuring plan, tiglo June 30, 2008, we have incurred restructutiregges of approximately $36 million, of
which $20 million was for employee-related expen$8smillion for the closure of certain United Kihgm
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facilities, and $7 million in other costs. The resturing accrual of $9 million as of June 30, 208Rited to our fiscal 2006 international
publishing reorganization is expected to be utiibg March 2017. This accrual is included in othecrued expenses presented in Note 9 ¢
Notes to Condensed Consolidated Financial Statesr

In connection with our fiscal 2006 internationabjishing reorganization, in fiscal 2009, we expecincur between $5 million and $10 million
of restructuring charges. Overall, including $36lion of charges incurred through June 30, 2008ewgect to incur between $50 million and
$55 million of restructuring charges in connectwith our fiscal 2006 international publishing reanigation, substantially all of which will
result in cash expenditures by 2017. These resiingt charges will consist primarily of employedated relocation assistance (approximately
$30 million), facility exit costs (approximately $illion), as well as other reorganization cossproximately $7 million).

(8) ROYALTIES AND LICENSES

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

Royalty-based obligations with content licensord distribution affiliates are either paid in advarand capitalized as prepaid royalties or are
accrued as incurred and subsequently paid. Thgsdtydased obligations are generally expenseads$d af goods sold generally at the greater
of the contractual rate or an effective royaltyeraased on the total projected net revenue. Pregraigrmade to thinly capitalized independent

software developers and co-publishing affiliates generally in connection with the development pé&eticular product and, therefore, we are

generally subject to development risk prior to talease of the product. Accordingly, payments #énatdue prior to completion of a product are
generally expensed to research and developmentlwwelevelopment period as the services are irtuR&/ments due after completion of the
product (primarily royalty-based in nature) are gratly expensed as cost of goods sold.

Our contracts with some licensors include minimurargnteed royalty payments which are initially releal as an asset and as a liability at the
contractual amount when no performance remains tiv@Hicensor. When performance remains with tbergor, we record guarantee
payments as an asset when actually paid and abiktyi when incurred, rather than recording theeasnd liability upon execution of the
contract. Minimum royalty payment obligations atassified as current liabilities to the extent suayalty payments are contractually due
within the next twelve months. As of June 30, 2888 March 31, 2008, approximately $12 million ad@ #illion, respectively, of minimum
guaranteed royalty obligations are included inrthalty-related assets and liabilities tables below

Each quarter, we also evaluate the future readimadf our royaltybased assets as well as any unrecognized minimammiments not yet pai
to determine amounts we deem unlikely to be realtheough product sales. Any impairments or loskdsrmined before the launch of a
product are charged to research and developmerhsgplmpairments or losses determined post-laarechharged to cost of goods sold. In
either case, we rely on estimated revenue to eteatha future realization of prepaid royalties anchmitments. If actual sales or revised
revenue estimates fall below the initial revenuéreste, then the actual charge taken may be graatery given quarter than anticipated. We
did not recognize any impairment charges duringhihee months ended June 30, 2008. During the thoeghs ended June 30, 2007, we
recognized impairment charges of less than $1anilli

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

As of As of
June 30 March 31

2008 2008
Other current asse $ 11¢ $ 54
Other asset 40 62
Royalty-related asset $ 15€ $ 11¢

11
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At any given time, depending on the timing of oayments to our co-publishing and/or distributiofiliates, content licensors and/or
independent software developers, we recognize dnpgialty amounts owed to these parties as eittegumnts payable or accrued liabilities.
The current and long-term portions of accrued riigsl included in accrued and other current litibgias well as other liabilities, consisted of
(in millions):

As of As of
June 30 March 31

2008 2008
Accrued and other current liabilitis $ 22¢ $ 20C
Other liabilities 6 3
Royalty-related liabilities $ 23t $  20¢

In addition, as of June 30, 2008, we were commiibgahy approximately $1,610 million to contentlisors and co-publishing and/or
distribution affiliates, but performance remaineithvthe counterpartyi(e., delivery of the product or content or other fasj@and such
commitments were therefore not recorded in our @asdd Consolidated Financial Statements. See Nadéthe Notes to Condensed
Consolidated Financial Statements.
(9) BALANCE SHEET DETAILS

Inventories

Inventories as of June 30, 2008 and March 31, 2008isted of (in millions):

As of As of
June 30 March 31
2008 2008
Raw materials and work in proce $ 7 $ 4
In-transit inventory 22 43
Finished good 194 121
Inventories $ 228 $ 16¢
Property and Equipment, Net
Property and equipment, net, as of June 30, 2088ch 31, 2008 consisted of (in millions):
As of As of
June 30 March 31
2008 2008
Computer equipment and softw: $ 664 $ 645
Buildings 152 151
Leasehold improvemen 13C 131
Office equipment, furniture and fixtur 79 77
Land 11 11
Warehouse equipment and otl 11 11
Construction in progres 13 14
1,06( 1,03¢
Less accumulated depreciati (66€) 642)
Property and equipment, r $ 392 $ 39€

Depreciation expense associated with property gogement amounted to $31 million for the three nhsrended June 30, 2008 and
$30 million three months ended June 30, 2007.
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Accrued and Other Current Liabilities

Accrued and other current liabilities as of JungZID8 and March 31, 2008 consisted of (in milljons

As of As of
June 30 March 31

2008 2008
Accrued royaltie: $ 22¢ $ 20C
Other accrued expens 19¢ 19¢
Accrued compensation and bene 14¢ 18¢
Deferred net revenue (othe 78 73
Accrued income taxe 24 22
Accrued and other current liabiliti $ 677 $ 68

Deferred net revenue (other) includes the defefralibscription revenue, deferrals related to auitZerland distribution business, advertising
revenue, and licensing arrangements and other uevien which revenue recognition criteria has regrbmet.

Deferred Net Revenue (Packaged Goods and Digitahteat)

Deferred net revenue (packaged goods and digitakot) was $192 million as of June 30, 2008 and7$88lion as of March 31, 2008.
Deferred net revenue (packaged goods and digitakat), includes the deferral of (1) the total retenue from the sale of certain online-
enabled packaged goods and PC digital downloadsHah we do not have vendor-specific objectivedewice of fair value (“VSOE”) for the
online service we provide in connection with thkesd the software, and (2) revenue from the shledain incremental content associated
with our core subscription services that can olyplayed online, which are types of “micro-trangawd”. We recognize revenue from sales of
online-enabled software products for which we dbhave VSOE for the online service on a straighé-bbasis over an estimated six month
period beginning in the month after shipment. Idifidn, we expense the cost of goods sold relaigtdse transactions during the period in
which the product is delivered (rather than onfeied basis).

(10) INCOME TAXES

The tax rate reported for the three months ended 30, 2008 is based on our projected annual eféetax rate for fiscal 2009, and also
includes certain discrete tax charges recordeahduhie period. Our effective tax rates for the ¢hmeonths ended June 30, 2008 and 2007 were
a tax expense of 8.1 percent and a tax benefis df gercent, respectively. The effective tax rdt8.b percent for the three months ended

June 30, 2008 differs from the statutory rate ab3&ercent primarily due to certain discrete taargles recorded during the period related tc
integration of VG Holding Corp. (“VGH”) which we gaired in our fourth quarter of fiscal 2008, théeef of non-U.S. operations, and non-
deductible stock-based compensation. The effectiteefor the three months ended June 30, 2008 slififemn the same period in fiscal 2008
primarily due to the discrete tax charges recoidele three months ended June 30, 2008 relatedrtmtegration of VGH, as well as
differences in the effect of non-U.S. operations.

During the three months ended June 30, 2008, warded an increase in gross unrecognized tax bero#f10 million. The total gross
unrecognized tax benefit as of June 30, 2008 i $3illion, of which $267 million would affect ouffective tax rate if recognized upon
resolution of the uncertain tax positions. Integesd penalties related to estimated obligationsafopositions taken in our tax returns are
recognized as income tax expense in our Condensesididated Statements of Operations. During theetmonths ended June 30, 2008 we
recorded additional tax expense for gross interedtpenalties of $5 million bringing the balancdwte 30, 2008 to $60 million.

The Internal Revenue Service (“IRS”) has compléteéield examination of our federal income taxurais for the fiscal years ending 1997
through 2003. As of June 30, 2008, the IRS hadgweg, and we had agreed to, certain adjustmetiigse tax returns. The effects of these
adjustments have been considered in estimatinfutune obligations for unrecognized tax benefitd are not expected to have a material
impact on our financial position or results of cg@ns. As of June 30, 2008, we had not agreedntaio other proposed adjustments for fiscal
years ending 1997 through 2003, and those issuespeading resolution by the Appeals division & tRS. Furthermore, the IRS is currer
examining our federal income tax returns for tisedi years ending 2004 and 2005. We are also umctamne tax examination in Canada for
fiscal years 2004 and 2005. We
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remain subject to income tax examination in Carfadéiscal years after 1999, in France and the &thKingdom for fiscal years after 2004, in
Germany for fiscal years after 2003, and in Switzed for fiscal years after 2006.

The timing of the resolution of income tax examioas is highly uncertain, and the amounts ultimagelid, if any, upon resolution of the
issues raised by the taxing authorities may difiaterially from the amounts accrued for each y@4rile it is reasonably possible that some of
the issues under review by the IRS and Canadiangauthorities could be resolved in the next 12ths, at this stage of the process it is not
practicable to estimate a range of the potentiahgk in the underlying unrecognized tax benefith waspect to these examinations. With
respect to our other tax positions, we expect oueeognized tax benefits to increase over the h2xhonths primarily for current year tax
positions.

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

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

In February 1995, we entered into a build-to-seatske (“Phase One Lease”) with a third-party leBmoour headquarters facilities in Redwood
City, California (“Phase One Facilities”). The Pe&@ne Facilities comprise a total of approxima®39,000 square feet and provide space for
sales, marketing, administration and research amdldpment functions. In July 2001, the lessomngaiced the Phase One Lease with KeyE
National Association through July 2006. The Phase Dease expires in January 2039, subject to &amtyination in the event the underlyi
financing between the lessor and its lenders iert@nded. Subject to certain terms and conditimesnay purchase the Phase One Facilities
or arrange for the sale of the Phase One Facitii@sthird party.

Pursuant to the terms of the Phase One Lease, weeadmeoption to purchase the Phase One Facilitiasyatime for a purchase price of
$132 million. In the event of a sale to a thirdtpaif the sale price is less than $132 million, wid be obligated to reimburse the difference
between the actual sale price and $132 milliorntougp maximum of $117 million, subject to certainyisions of the Phase One Lease, as
amended.

On May 26, 2006, the lessor extended its loan filmgnunderlying the Phase One Lease with its lentteough July 2007, and on May 14,
2007, the lenders extended this financing agaimfoadditional year through July 2008. On April 2808, the lenders extended the financing
for another year through July 2009, and modifiedade definitions used in the covenants. On Jur098, the Phase One Lease was amended
to further modify certain definitions used in thevenants. At any time prior to the expiration af financing in July 2009, we may re-negotiate
the lease and the related financing arrangementadeunt for the Phase One Lease arrangementagseaating lease in accordance with
SFAS No. 13, “Accounting for Leas€$s as amended.

In December 2000, we entered into a second buiklitblease (“Phase Two Lease”) with KeyBank Natiofssociation for a five and orfealf
year term beginning in December 2000 to expandReatwood City, California headquarters facilitiesl aievelop adjacent propert‘Phase
Two Facilities”). Construction of the Phase Two iliaes was completed in June 2002. The Phase Tawilifes comprise a total of
approximately 310,000 square feet and provide sfoacgles, marketing, administration and researachdevelopment functions. Subject to
certain terms and conditions, we may purchase tiasdéTwo Facilities or arrange for the sale ofRhase Two Facilities to a third party.

Pursuant to the terms of the Phase Two Lease, wedraoption to purchase the Phase Two Facilitiesyatime for a purchase price of
$115 million. In the event of a sale to a thirdtpaif the sale price is less than $115 million, wil be obligated to reimburse the difference
between the actual sale price and $115 milliortougp maximum of $105 million, subject to certainyisions 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 isrt@nded. Concurrently with the extension of gasek, the lessor extended the loan financing
underlying the Phase Two Lease with its lendermsutin July 2007. On May 14, 2007, the lenders exddnbis financing again for an

additional year through July 2008. On April 14, 80the lenders extended the financing for anotear yhrough July 2009, and modified
certain definitions used in the covenants. On 3yrg008, the Phase Two Lease was amended to fumibify certain definitions used in the
covenants. At any time prior to the expiration o t
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financing in July 2009, we may re-negotiate theéeand the related financing arrangement. We atdouthe Phase Two Lease arrangement
as an operating lease in accordance with SFAS Blaaslamended.

We believe that, as of June 30, 2008, the estinfaiestalues of both properties under these opegdtases exceeded their respective
guaranteed residual values.

The two lease agreements with KeyBank National gission described above require us to maintairagefinancial covenants, as amended
on June 9, 2008, shown below, all of which we wereompliance with as of June 30, 2008.

Actual as of
Financial Covenani Requiremen June 30, 20C
Consolidated Net Worth (in million: equal to or greater the $2,43( $ 4,32¢
Fixed Charge Coverage Ra equal to or greater thi 3.0C 4.0z
Total Consolidated Debt to Capi equal to or less the 60% 5.4%
Quick Ratio equal to or greater thi 1.0C 8.97

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

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

In addition, we have certain celebrity, league eotent license contracts that contain minimum goi@e payments and marketing
commitments that may not be dependent on any delies. Celebrities and organizations with whomhaee contracts include: FIFA,
FIFPRO Foundation, UEFA and FAPL (Football AssdoiaPremier League Limited) (professional socddASCAR (stock car racing);
National Basketball Association (professional b#s&k); PGA TOUR and Tiger Woods (professional ydifational Hockey League and Nt
Players’ Association (professional hockey); WarBsys. (Harry Potter and Batman); New Line Produddiand Saul Zaentz Company (The
Lord of the Rings); Red Bear Inc. (John Madden)tidveal Football League Properties and PLAYERS (pcofessional football); Collegiate
Licensing Company (collegiate football and baskiétbdiacom Consumer Products (The Godfather); E§Pdhtent in EA SPORTSM

games); Twentieth Century Fox Licensing and Merdiging (The Simpsons); and Hasbro, Inc. (a widayaof Hasbro intellectual properties).
These developer and content license commitmentesept the sum of (1) the cash payments due umaterayalty-bearing licenses and
services agreements, and (2) the minimum guarapt@gdents and advances against royalties due voglgty-bearing licenses and services
agreements, the majority of which are conditiormmuperformance by the counterparty. These minirguarantee payments and any related
marketing commitments are included in the tablewel

The following table summarizes our minimum contuatiobligations and commercial commitments as aBJ0, 2008 (in millions):

Commercial
Contractual Obligation Commitments
Developer) Letter of Credit
Fiscal Yeal Licensor Bank anc
Ending March 31 Leases®) Commitments? Marketing Other Guarante Total
2009 (remaining nine month $ 53 $ 201 $ 73 $ 5 $ 332
2010 55 224 45 — 324
2011 41 30z 40 — 38¢
2012 31 14¢ 38 — 217
2013 27 13t 38 — 20C
Thereaftel 55 612 15t — 822
Total $ 262 $ 1,622 $ 38¢ $ 5 $2,27¢

() Lease commitments include contractual rental comemits of $13 million under real estate leases fattilized office space resultir
from our restructuring activities. These amounéd,af estimated future s-lease income, were expense(
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the periods of the related restructuring ardiacluded in our accrued and other current liibdireported in our Condensed Consolidated
Balance Sheets as of June 30, 2008. See Notehe dfdtes to Condensed Consolidated Financial Seates

@  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 Condenseddlidated Balance Sheets as of June
30, 2008 because payment is not contingent updomeance by the developer or licens

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

In addition to what is included in the table abca® of June 30, 2008, we had a liability for unggiped tax benefits and related interest
totaling $382 million, of which approximately $64llon is offset by prior cash deposits to tax aarities for issues pending resolution. For the
remaining liability, we are unable to make a reafynreliable estimate of when cash settlement withxing authority will occur.

Legal proceedings

We are subject to claims and litigation arisinghia ordinary course of business. We do not belibaeany liability from any reasonably
foreseeable disposition of such claims and litmatindividually or in the aggregate, would havaaterial adverse effect on our consolidated
financial position or results of operations.

Director Indemnity Agreements

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

(12) STOCK-BASED COMPENSATION

We are required to estimate the fair value of stased payment awards on the date of grant. Wemném compensation costs for stock-based
payment transactions to employees based on thait-giate fair value over the service period forahduch awards are expected to vest. The
fair value of restricted stock units is determitxaged on the quoted price of our common stock emldte of grant. The fair value of stock
options and stock purchase rights granted purdgoamir employee stock purchase plan (“ESPP”) isrd@ned using the Black-Scholes
valuation model. The determination of fair valuaiected by our stock price as well as assumptiegarding subjective and complex
variables such as expected employee exercise lmehand our expected stock price volatility over éxpected term of the award. Generally,
our assumptions are based on historical informatimhjudgment is required to determine if histdricends may be indicators of future
outcomes. We estimated the following key assumptfonthe Black-Scholes valuation calculation:

* Risk-free interest rate. The risl-free interest rate is based on U.S. Treasury yiel@sfect at the time of grant for the expecteuntef
the option.

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

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

» Expected dividenc.
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The assumptions used in the Black-Scholes valuatiogel to value our option grants were as follows:

Stock Option Grant
Three Months Ende

June 30
2008 2007
Risk-free interest rat 3.3- 3.8% 5.0- 5.1%
Expected volatility 32- 34% 31-37%
Weightec-average volatility 33% 32%
Expected tern 4.4 year 4.4 years
Expected dividend None None

There were no ESPP shares valued during the thoethsended June 30, 2008 and 2007.

Employee stockased compensation expense recognized duringribe tonths ended June 30, 2008 and 2007 was deltidased on awar
ultimately expected to vest and has been reduaegktimated forfeitures. In subsequent periodactfial forfeitures differ from those estima
an adjustment to stock-based compensation expetideewecognized at that time.

The following table summarizes stock-based compgenrsaxpense resulting from stock options, restdcitock, restricted stock units and our
employee stock purchase plan included in our CosettiConsolidated Statements of Operations (inang:

Three Months Ende

June 30
2008 2007
Cost of goods sol $ 1 $ —
Marketing and sale 5 4
General and administrati\ 10 8
Research and developmt 34 16
Stocl-based compensation expel 5C 28
Benefit from income taxe 9 (5
Stock-based compensation expense, net o $ 41 $ 23

As of June 30, 2008, our total unrecognized comgigars cost related to stock options was $199 mmilaod is expected to be recognized over a
weightedaverage service period of 2.6 years. As of Jun@@08, our total unrecognized compensation coataélto restricted stock, restric
stock units and notes payable in shares of comrumk §collectively referred to as “restricted sta@hts”) was $432 million and is expectec

be recognized over a weighted-average servicegefi@.3 years.

The following table summarizes our stock optioriatyt for the three months ended June 30, 2008:

Weightec-
Average
Weighte(- Remaining Aggregate
Options Average Contractua Intrinsic Value
(in thousand: Exercise Pric Term (in years (in millions)
Outstanding as of March 31, 20 36,07: $ 43.3:
Activity for the three months ended June 30, 2(
Grantec 2,38¢ 47.92
Exercisec (929) 27.62
Forfeited, cancelled or expir¢ (817) 53.57
Outstanding as of June 30, 2C 36,71« 43.7¢ 6.2 $ 21C
Exercisable as of June 30, 2C 22,99¢ 39.47 4.8 $ 205

The aggregate intrinsic value represents the potatax intrinsic value based on our closing stagke as of June 30, 2008, which would have
been received by the option holders had all optiiders exercised their options as of that date. Th
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weighted-average grant-date fair value of stocloogtgranted during the three months ended Jun20®® and 2007 was $15.61 and $17.19,
respectively.

The following table summarizes our restricted stogkts activity, excluding performance-based iettd stock unit grants discussed below,
for the three months ended June 30, 2008:

Restricted Stoc Weighte«-
Rights Average Gran
(in thousands Date Fair Valu
Balance as of March 31, 20 6,34¢ $ 52.22

Activity for the three months ended June 30, 2(

Grantec 1,63¢ 47.61
Vested (197) 50.0¢
Forfeited or cancelle (169 51.2¢
Balance as of June 30, 20 7,61¢ 51.31

The weighted-average grant date fair value ofietstt stock rights is based on the quoted markeewaf our common stock on the date of
grant. The weighted-average fair value of restda®ck rights granted during the three months eéddee 30, 2008 and 2007 was $47.61 and
$50.03, respectively.

The following table summarizes our performance-tasstricted stock unit activity for the three mmnended June 30, 2008:

Performanc-
Based Restricte Weighte«-
Stock Units Average Gran
(in thousands Date Fair Valu
Balance as of March 31, 20 691 $ 54,51
Activity for the three months ended June 30, 2(

Grantec 2,27% 49.6(
Vested — —
Forfeited or cancelle — —
Balance as of June 30, 20 2,96¢ 50.7¢

The weighted-average grant date fair value of perémcebased restricted stock units is based on the quogellet value of our common stc
on the date of grant. The weighted-average fainevaf performance-based restricted stock unitstgdadiuring three months ended June 30,
2008 was $49.60. There were no performance-bas#itted stock units granted during the three meetided June 30, 2007.

During the three months ended June 30, 2008, there no shares issued under our ESPP.

At our Annual Meeting of Stockholders, held on J8ly 2008, our stockholders approved amendmerttsetd8000 Equity Incentive Plan (the
“Equity Plan”) to (a) increase the number of sharethorized for issuance under the Equity Plan,b$%,000 shares, (b) replace the specific
limitation on the number of shares that may be tgias restricted stock or restricted stock unarale with an alternate method of calculating
the number of shares remaining available for isssamder the Equity Plan, (c) add additional penfomce measurements for use in granting
performance-based equity under the Equity Plan(dhextend the term of the Equity Plan for an tiddal ten years. Our stockholders also
approved an amendment to the 2000 Employee Stoch&se Plan (the “Purchase Plan”) to (a) increasetmber of shares authorized under
the Purchase Plan by 1.5 million shares and (bpvechthe ten-year term from the Purchase Plan.

(13) COMPREHENSIVE LOSS

We are required to classify items of other compnehe income (loss) by their nature in a finanstakement and display the accumulated
balance of other comprehensive income separaiaty fetained earnings and additional paid-in capitéthe equity section of a balance sheet.
Accumulated other comprehensive income primarigjudes foreign currency translation adjustmentd,tae net-oftax amounts for unrealiz
gains (losses) on investments and unrealized d@sses) on derivatives designated as cash flowdsed
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The components of comprehensive loss for the thmeeths ended June 30, 2008 and 2007 are summaszZetlows (in millions):

Three Months Ende

June 30
__ 2008 _ __2007
Net loss $ (95 $ (139
Other comprehensive incorr
Change in unrealized gains (losses) on investmeatxf tax expense (benefit) of $(3) and ¢
respectively 2 48
Reclassification adjustment for losses realizeitheastments in net loss, net of tax expense oh$fach
period 5 —
Change in unrealized losses on derivative instrusyeret of tax benefit of $0 in each per Q) —
Reclassification adjustment for (gains) lossesizedlon derivative instruments in net loss, neba
(expense) benefit of $0 in each per 1 Q)
Foreign currency translation adjustme — 20
Total other comprehensive incot 3 67
Total comprehensive lo: $ (929 $ (65

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

(14) NET LOSS PER SHARE

As a result of our net loss for the three monthdeeniune 30, 2008 and 2007, we have excluded stk awards from the diluted loss per
share calculation as their inclusion would haventestidilutive. Had we reported net income for thpsriods, an additional 7 million shares of
common stock would have been included in the nurabshares used to calculate diluted earnings lparesfor both the three months ended
June 30, 2008 and 2007.

Options to purchase 19 million and 16 million slsaoécommon stock were excluded from the above coatipn of diluted shares for the thi
months ended June 30, 2008 and 2007, respectagipeir inclusion would have been antidilutiver fee three months ended June 30, 2008
and 2007, the weighted-average exercise priceesktBhares was $53.42 and $54.69 per share, tigspect

(15) SEGMENT INFORMATION

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

Prior to the fourth quarter of fiscal 2008, we mga our business primarily based on geographigébmeance. Accordingly, our combined
global publishing organizations represented ouontaple segment, namely Publishing, due to thaiilar economic characteristics, products
and distribution methods. Publishing refers torttenufacturing, marketing, advertising and distiitnuiof products developed or co-developed
by us, or distribution of certain third-party publers’ products through our co-publishing and itistion program.

During the fourth quarter of fiscal 2008, we updaterr financial systems such that, in additionravjrling geographic information, we provi
our CODM financial information based upon managet'serew organizational structure (the “Label Stunet); that is, the EA Games, EA
SPORTS, The Sims and EA Casual Entertainment gsse In addition, our CODM now regularly receiseparate financial information for
four distinct businesses within the EA Casual Batement Label —
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EA Mobile, POGO, Hasbro and Casual Entertainmentofdingly in assessing performance and allocatsgurces, our CODM reviews the
results of seven operating segments: EA Games; EDRI'S; The Sims; POGO; EA Mobile, and Hasbro amsli@lsEntertainment. Due to
their similar economic characteristics, productd distribution methods, EA Games, EA SPORTS, ThesSPOGO, Hasbro and Casual
Entertainment’s results are aggregated into on@Rage Segment (the “Label segment”) as shownvb€eltne remaining operating segments’
results are not material for separate disclosutkignformat and are included in the reconciliatiortonsolidated operating loss below. In
addition to assessing performance and allocatisgurees based on our operating segments as deshebsin, to a lesser degree, our CODM
also continues to review results based on geogrgg@rformance.

The following table summarizes the financial pemiance of the Label segment and a reconciliatich@iabel segment’s loss to our
consolidated operating loss for the three montlie@dune 30, 2008 (in millions):

Three Months Ende
June 30, 200

Label segment
Net revenus $ 53¢

Depreciation and amortizatic (18)
Other expense (580
Label segment los (60)
Reconciliation to consolidated operating Ic
Other:
Change in deferred net revenue (packaged gooddigital content 19t
Other net revenu 71
Depreciation and amortizatic (3D
Other expense (272
Consolidated operating lo $ (97

Label segment loss differs from consolidated ojregdbss primarily due to the exclusion of (1) e@mtcorporate and other functional costs that
are not allocated to the Labels, (2) the deferfakotain net revenue related to packaged goodsiigitdl content (see Note 9 of the Notes to
Condensed Consolidated Financial Statements),3rt€ results of EA Mobile. Our CODM reviews asset a consolidated basis and not on
a segment basis. We have not provided our CODM eoafype quarterly data for fiscal 2008 based omgwe Label structure as it is not
practical given our previous organizational struetmor are we able to make a reliable estimatecf sjuarterly information.

The following table summarizes the financial pemfance of our previous Publishing structure segmemtisa reconciliation of our Publishing
segment’s profit to our consolidated operating fesghe three months ended June 30, 2007 (inondl):

Three Months Ende

June 30, 200
Publishing segmen
Net revenus $ 372
Depreciation and amortizatic 5)
Other expense (259
Publishing segment prof 114
Reconciliation to consolidated operating Ic
Other:
Change in deferred net revenue (packaged gooddigital content; (36)
Other net revenu 58
Depreciation and amortizatic (39)
Other expense (280
Consolidated operating lo $ (189
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Publishing segment profit differs from consolidatgrkrating loss primarily due to the exclusionfgubstantially all of our research and
development expense, as well as certain corpanatgibnal costs that are not allocated to the ghbig organizations, and (2) the deferral of
certain net revenue related to packaged goodsigitdlatontent.

Information about our total net revenue by platfdanthe three months ended June 30, 2008 and iQ@Yésented below (in millions):

Three Months Ende

June 30
2008 2007
Consoles
PLAYSTATION 3 $ 13¢ $ 13
Xbox 360 81 47
PlayStation : 79 61
Wi 57 29
Xbox — 3
Nintendo GameCuh — 1
Total Console: 35¢€ 154
PC 86 89
Mobility
PSP 57 21
Wireless 44 33
Nintendo DS 21 25
Game Boy Advanc — 2
Total Mobility 122 81
Ca-publishing and Distributiol 191 39
Internet Services, Licensing and Ot
Subscription Service 28 22
Licensing, Advertising and Oth 21 10
Total Internet Services, Licensing and Ot 49 32
Total Net Revenu $ 804 $ 39t

Information about our operations in North AmeriEayope and Asia for the three months ended Jun2(8®8 and 2007 is presented below (in
millions):

North
America Europe Asia Total
Three months ended June 30, 2!
Net revenue from unaffiliated customa $ 42¢ $ 32¢ $ 46 $ 804
Long-lived asset: 1,62¢ 17¢ 28 1,83¢
Three months ended June 30, 2!
Net revenue from unaffiliated custom: $ 168 $ 204 $ 28 $ 39t
Long-lived asset: 1,15C 26€ 1C 1,42¢

Our direct sales to Wal-Mart Stores, Inc. and GamgE€orp. represented approximately 14 percentl2ngercent of total net revenue for the
three months ended June 30, 2008, respectivelgimfle customer represented more than 10 perceatadfnet revenue during the three
months ended June 30, 2007.

(16) IMPACT OF RECENTLY ISSUED ACCOUNTING STANDARDS

In December 2007, the FASB issued SFAS No. 141iRev2007) (“SFAS No. 141(R)"),Business Combinatioriswhich requires the
recognition of assets acquired, liabilities assunaed any noncontrolling interest in an acquirethatacquisition date fair value with limited
exceptions. SFAS No. 141(R) will change the acdogrireatment for certain specific items and inelsié substantial number of new
disclosure requirements. SFAS No. 141(R) appliespectively to business combinations
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for which the acquisition date is on or after tleginning of the first annual reporting period bedirg on or after December 15, 2008. The
adoption of SFAS No. 141(R) will have a materiapamt on our Condensed Consolidated Financial Seatenfor material acquisitions
consummated on or after March 29, 2009.

In December 2007, the FASB issued SFAS No. 160yricontrolling Interests in Consolidated Financithtements — An Amendment of ARB
No. 51", which establishes new accounting and reporttagdards for noncontrolling interests.f., minority interests) and for the
deconsolidation of a subsidiary. SFAS No. 160 aistudes expanded disclosure requirements regattismgterests of the parent and its
noncontrolling interests. SFAS No. 160 is effecfioefiscal years, and interim periods within thdiseal years, beginning on or after
December 15, 2008. We do not expect the adopti@FafS No. 160 to have a material impact on our @asdd Consolidated Financial
Statements.

In December 2007, the FASB ratified Emerging Isst&sk Force’s (“EITF”) consensus conclusion on EOI#01, “Accounting for
Collaborative Arrangements EITF 07-01 defines collaborative arrangementd establishes reporting requirements for transastietween
participants in a collaborative arrangement and/éeh participants in the arrangement and thirdggartnder this conclusion, a participant to
a collaborative arrangement should disclose inféionaabout the nature and purpose of its collaldeatrrangements, the rights and
obligations under the collaborative arrangemehts accounting policy for collaborative arrangemeatsl the income statement classification
and amounts attributable to transactions arisiogfthe collaborative arrangement between partit¢gpfam each period an income statement is
presented. EITF 07-01 is effective for interim anaal reporting periods in fiscal years beginniftgraDecember 15, 2008 and requires
retrospective application to all prior periods greed for all collaborative arrangements existis@fthe effective date. While we have not yet
completed our analysis, we do not anticipate th@ementation of EITF 07-01 to have a material inigaccour Condensed Consolidated
Financial Statements.

In February 2008, the FASB issued FSP FAS 157Efféctive Date of FASB Statement No. 157SP FAS 157-2 delays the effective date of
SFAS No. 157, ‘Fair Value Measurements for certain nonfinancial assets and nonfinanki#lilities, except those that are recognized or
disclosed at fair value in the financial statemamts recurring basis (at least annually). SFASd$#blishes a framework for measuring fair
value and expands disclosures about fair value uneasents. FSP FAS 157-2 defers the effective datertain provisions of SFAS 157 to
fiscal years beginning after November 15, 2008, iatetim periods within those fiscal years, fomitewithin the scope of this FSP. We do not
expect the adoption of FSP FAS 157-2 to have anmhtmpact on our Condensed Consolidated Finar®talements.

In March 2008, the FASB issued SFAS No. 16Disclosures about Derivative Instruments and Heddhativities — An Amendment of SFAS
No. 133". SFAS 161 requires enhanced disclosures aboahtity’s derivative and hedging activities, inclogihow an entity uses derivative
instruments, how derivative instruments and rel&edged items are accounted for under SFAS No.“188¢counting for Derivative
Instruments and Hedging Activiti”, and how derivative instruments and related heddtgams affect an entity’s financial position, fir@al
performance, and cash flows. The provisions of SN&S161 are effective for financial statementsiéssfor fiscal years beginning after
November 15, 2008, and interim periods within thfiseal years. We do not expect the adoption of SN®. 161 to have a material impact
our Condensed Consolidated Financial Statements.

In April 2008, the FASB issued FSP FAS 142-Bétermination of the Useful Life of Intangible Asse FSP FAS 1423 amends the factors
entity should consider in developing renewal oeaston assumptions used in determining the uséudi recognized intangible assets under
SFAS No. 142, ‘Goodwill and Other Intangible AssétsThis guidance for determining the useful lifeaofecognized intangible asset applies
prospectively to intangible assets acquired indigity or with a group of other assets in eithemaset acquisition or business combination.
FAS 142-3 is effective for fiscal years, and inteperiods within those fiscal years, beginningraitecember 15, 2008, and early adoption is
prohibited. We are currently evaluating the imgasP FAS 142-3 will have on our Condensed Cons@dl&inancial Statements.

(17) PROPOSED ACQUISITION OF TAKE-TWO INTERACTIVE S OFTWARE, INC. AND RELATED LINE OF CREDIT

On March 13, 2008, we commenced an unsoliciteddiRper share cash tender offer for all of the emiding shares of Take-Two Interactive
Software, Inc., a Delaware corporation (“Take-Twddy a total purchase price of approximately $#ltion. On April 18, 2008, we adjusted
the purchase price in the cash tender offer toPper share following the approval by Take-Twakkmlders of amendments to Take-Two’s
Incentive Stock Plan, which would permit the issteanf additional shares of restricted stock to ibklMedia Corporation pursuant to its
management agreement with Take-Two. The total gggeepurchase price for Take-Two did not change r@sult of the adjustment to the per
share purchase price in the tender offer. On
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May 9, 2008, we received a commitment from cerlimiancial institutions to provide us with up to @hillion of senior unsecured term loan
financing at any time until January 9, 2009, taubed to provide a portion of the funds for the oéfied/or merger. We will be required to repay
any funds we borrow under the term loan facilityispaccrued interest, on the earlier of (a) 364deaym the date on which we initially borrow
the funds and (b) August 9, 2009. We have extetitee@xpiration date of the tender offer until Augl®, 2008. We intend to pay for the Take-
Two shares and related transaction fees and exp&ritieinternally available cash and borrowingsemithe term loan facility or other
financing sources, which may be available to uhéfuture.
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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 cdasadi balance sheet of Electronic Arts Inc. andislidries (the Company) as of
June 28, 2008, and the related condensed consalidtdtements of operations and cash flows fothitee-month periods ended June 28, 2008
and June 30, 2007. These condensed consolidatettiat statements are the responsibility of the @amy’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting OversighamBigUnited States). A review of
interim financial information consists principallf applying analytical procedures to financial datal making inquiries of persons responsible
for financial and accounting matters. It is sub8#dly less in scope than an audit conducted iroetance with the standards of the Public
Company Accounting Oversight Board (United Statés,objective of which is the expression of amapi regarding the financial statements
taken as a whole. Accordingly, we do not express sun opinion.

Based on our review, we are not aware of any naterodifications that should be made to the coneg@r®nsolidated financial statements
referred to above in order for them to be in comiity with U.S. generally accepted accounting pipies.

We have previously audited, in accordance withdsaahs of the Public Company Accounting Oversighamio(United States), the consolidated
balance sheet of Electronic Arts Inc. and subsielieais of March 29, 2008, and the related condelidstatements of operations, stockholders’
equity and comprehensive income (loss), and castsffor the year then ended (not presented her@na)in our report dated May 23, 2008,
we expressed an unqualified opinion on those categeld financial statements. In our opinion, tHerimation set forth in the accompanying
condensed consolidated balance sheet as of Mar@028, is fairly stated, in all material respeatsielation to the consolidated balance sheet
from which it has been derived.

/s KPMG LLP

Mountain View, California
August 4, 2008

24




Table of Contents

Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations
CAUTIONARY NOTE ABOUT FORWARD -LOOKING STATEMENTS

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 staments of historical fact, including statements regyding industry prospects and
future results of operations or financial position,made in this Quarterly Report on Form 10-Q are forward looking. We use words such
as “anticipate”, “believe”, “expect”, “intend”, “es timate” (and the negative of any of these terms),ftiture” and similar expressions to
help identify forward-looking statements. These foward-looking statements are subject to business aretonomic risk and reflect
management’s current expectations, and involve subgts that are inherently uncertain and difficult to predict. Our actual results could
differ materially. We will not necessarily update hformation if any forward-looking statement later turns out to be inaccurate. Risks
and uncertainties that may affect our future resuls include, but are not limited to, those discussed this report under the heading
“Risk Factors” in Part Il, Item 1A, as well as in our Annual Report on Form 10-K for the fiscal year exded March 31, 2008 as filed with
the Securities and Exchange Commission (“SEC”) on Bl 23, 2008 and in other documents we have filedtiithe SEC.

OVERVIEW

The following overview is a top-level discussionaafr operating results as well as some of the s@mdl 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, 2008, as well as our future prospects Juninmary is not intended to be exhaustive, nibingended to be a substitute for the detailed
discussion and analysis provided elsewhere inRbisn 10-Q, including in the remainder of “Managet®bDiscussion and Analysis of
Financial Condition and Results of Operations”,siRFactors” and the Condensed Consolidated FinaBtagements and related notes.
Additional information can be found in the “Busisésection of our Annual Report on Form 10-K foe fiscal year ended March 31, 2008 as
filed with the SEC on May 23, 2008 and in otherwloents we have filed with the SEC.

About Electronic Arts

We develop, market, publish and distribute videmgaoftware and content that can be played by ecoession a variety of platforms,
including video game consoles (such as the SongSdtion®2 and PLAYSTATION® 3, Microsoft Xbox 360" and Nintendo Wii™),

personal computers, handheld game players (suitte &ayStatio® Portable (“PSP" ") and the Nintendo D8') and wireless devices. Some
of our games are based on content that we licensedthers €.g., Madden NFL Football, Harry Potter and FIFA Sogcand some of our
games are based on our own wholly-owned intellégaperty (e.g., The Sims", Need for Speetf and POGG" ). Our goal is to publish
titles with global mass-market appeal, which oftegans translating and localizing them for saledn-English speaking countries. In addition,
we create software game “franchises” that allowoysublish new titles on a recurring basis thatterged on the same property. Examples of
this franchise approach are the annual iteratibrsiosports-based products.g., Madden NFL Football, NCAR Football and FIFA Soccel
wholly-owned properties that can be successfulljusted (e.9., The Sims, Need for Speed and Battlefield) amestibased on long-lived
literary and/or movie propertiee(g., Lord of the Rings and Harry Potter).

Special Note Regarding Deferred Net Revenue

The ubiquity of high-speed Internet access andnegration of network connectivity into new gertera game consoles are expected to
continue to increase demand for games with onlivebked features. To address this demand, manyrafatware products are developed with
the ability to be connected to, and played via,ltiiernet. In order for consumers to participatertine communities and play against one
another via the Internet, we (either directly aotigh outsourced arrangements with third partiesptain servers which support an online
service we offer to consumers for activities sustmatchmaking. In situations where we do not seplgraell this online service, we account
for the sale of the software product as a “bundbgeé, or multiple element arrangement, in whichseiéboth the software product and the
online service for one combined price.

Through fiscal 2007, for accounting purposes, verspecific objective evidence of fair value (“VSOQEXxisted for the online service.
Accordingly, we allocated the revenue collectedrfriihe sale of the software product between thenerdervice offered and the software
product and recognized the amounts allocated to el@tnent separately. However, starting in fis€fl& for accounting purposes, the requ
VSOE of fair value does not exist for the onlineveee related to certain of our online-enabledwafe products. This prevents us from
allocating and separately recognizing revenueedltd the software
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product and the online service. Accordingly, startin fiscal 2008, we began to recognize all ofrdneenue from the sale of our online-enabled
software products for the PC, PlayStation 2, PLAXITON 3, Wii and PSP on a deferred basis over dimased online service period, which
we estimate to be six months beginning in the maiftér shipment. On a quarterly basis, the defemadunt will vary significantly depending
upon the number of titles we release, the timinthefr release, sales volume, returns and pricegption provided for these online-enabled
software products. In addition, we expense the @bgbods sold related to these transactions duhiegeriod in which the product is delivel
(rather than on a deferred basis), which inheresrihates volatility in our reported gross profitqgentages.

As of June 30, 2008 and March 31, 2008, we haccannaulated balance of $192 million and $387 millimrspectively, of deferred net reve
related to online-enabled packaged goods and Hagitdent, substantially all of which was drivendales made during the six months ended
June 30, 2008 and March 31, 2008, respectively.

Financial Results

Total net revenue for the three months ended JOn2@8 was $804 million, up $409 million as congehio the three months ended June 30,
2007. The recognition of deferred net revenue edl#d sales of packaged goods and digital conterihé three months ended June 30, 2008
increased our reported net revenue by $195 miinompared to a decrease in reported net revéi®3s anillion for the three months ended
June 30, 2007. Net revenue was driverRogk Band, FIFA 08Need for Speed ProStreandBattlefield: Bad Company' .

Net loss for the three months ended June 30, 2@38%85 million as compared to net loss of $132ianilfor the three months ended June
2007. Diluted loss per share for the three montised June 30, 2008 was $0.30 as compared to dihgeger share of $0.42 for the three
months ended June 30, 2007. Net loss decreasewydha three months ended June 30, 2008 as comfuetieel three months ended June 30,
2007 primarily due to the $409 million increasengt revenue, which was driven by (1) an increaghérrecognition of deferred net revenue
related to certain of our online-enabled packagestlg and digital content products of $231 milliowl §2) increased sales of our games. This
was partially offset by (1) an increase in cosgjobds sold of $130 million, (2) an increase of #8@Bion in personnel-related costs, (3)

$31 million higher income tax expense, (4) an iaseeof $28 million in external development costs ttua greater number of projects in
development as compared to prior year, and (Sharase of $26 million in marketing, advertisingd g@romotional expenses primarily to
support the launch of new franchises and incremheptnding on established franchises.

During the three months ended June 30, 2008, we $2&1 million of cash in operating activities asnpared to $192 million for the three
months ended June 30, 2007. The increase in cashiusperating activities for the three monthsezhdune 30, 2008 as compared to the three
months ended June 30, 2007 was primarily due io@ease in operating expenses paid resulting filorimcrease in personnel-related
expenses and advertising and marketing costs.

Management’s Overview of Historical and ProspectiBasiness Trends

Transition to a New Generation of Consolégleo game hardware systems have historically hi#d aycle of four to six years, which causes
the video game software market to be cyclical at Wike current cycle began with Microsoft's launahthe Xbox 360 in 2005, and continued
in 2006 when Sony and Nintendo launched their gexteration systems, the PLAYSTATION 3 and the Wéigpectively. During the three
months ended June 30, 2008, the installed basacbf & these systems continued to expand andressilt, sales of our products for these
systems have also increased significantly. At Hraestime, however, demand for video games for ygéoreration systems, particularly the
original Xbox and the Nintendo GameCube, has dedlsignificantly. In fiscal 2009, we expect to sfgpantly reduce the number of titles we
develop and market for the prior-generation Play&@ie2, release only one title for the original Xband release no titles for the Nintendo
GameCube. As a result, we expect our sales of \gdewes for prior-generation systems will contirmeecline. The decline in priggeneratiol
product sales, particularly the PlayStation 2, meygreater or faster than we anticipate, and sdlpsoducts for the new platforms may be
lower or increase more slowly than we anticipaterdver, we expect development costs for the nelwovgame systems continue to be
greater on a per-title basis than development dostsrior-generation video game systems. We expesgarch and development expenses to
increase on an absolute basis in fiscal 2009 apared to fiscal 2008 (although not necessarily psraentage of net revenue).

Online.Today, we generate net revenue from a variety bf@mroducts and services, including casual gaanelsdownloadable content
marketed under our Pogo brand, persistent statlel\games such ddltima Online™ andDark Age of Cameld?, PC-based downloadable
content and online-enabled packaged goods. Iniaddite are anticipating the release of a new maiasmultiplayer online role-playing
game Warhamme® Online. We intend to make significant investments in @l
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products, infrastructure and services and belieaednline gameplay will become an increasinglyanignt part of our business in the long
term.

Expansion of Mobile Platforn. Advances in mobile technology have resulted varety of new and evolving platforms for on-the-go
interactive entertainment that appeal to a brodderographic of consumers. Our efforts to capitadizéhe growth in mobile interactive
entertainment are focused in two broad arepackaged goods games for handheld game systentoamibadable games for wireless devi
We expect sales of games for handhelds and wirdegses to continue to be an important part ofluginess worldwide.

Acquisitions and InvestmenWe have engaged in, evaluated, and expect to eentmengage in and evaluate, a wide array of fiaten
strategic transactions, including acquisitionsahpanies, businesses, intellectual propertiespémet assets. Since the beginning of fiscal
2008, we have announced and/or completed seveaalsitions and investments, including:

. In May 2008, we acquired ThreeSF, Inc. Based inBancisco, California, Three’s Rupture service is a social network for gam

. In May 2008, we acquired certain assets of H-On Mobile Inc. and its affiliates relating to itokean Mobile games business ba
in Seoul, Korea

. In January 2008, we acquired VG Holding Corp.GN’), owner of both BioWare Corp. and Pandemic &sdLLC, which create
action, adventure, and role-playing games. VGH heexiquartered in Menlo Park, California. BioWaregCand Pandemic Studios
are located in Edmonton, Canada; Los Angeles, @al#; Austin, Texas; and Brisbane, Austra

. In May 2007, we entered into a licensing agreeméitiit and made a strategic equity investment in Tlhedited, a leading online gar
operator in China. The licensing agreement gives9Téxclusive publishing rights fEA SPORT™ FIFA Onlinein mainland China

. In April 2007, we expanded our commercial agreesaiith and made strategic equity investments inviiz&orporation and
related online gaming company, Neowiz Games (wer itef Neowiz Corporation and Neowiz Games colledyivas “Neowiz”). Based
in Korea, Neowiz is an online media and gaming canypwith which we are currently partnering to laniA SPORTS NBA Street
Onlinein Asia.

In the fourth quarter of fiscal 2008, we announaqitoposal to acquire all of the issued and outharshares of common stock of Take-Two
Interactive Software, Inc. (“Take-Two”"), for a tbfaurchase price of approximately $2.1 billion (uding fees and expenses). Take-Two’s
Board of Directors has stated that our offer unders the company and is not in the best intecésiake-Two stockholders. If we were to
acquire Take-Two, we expect the acquisition wowdeha material impact on our future financial gosiand results of operations and cash
flows. Although the offer is not conditional uponyafinancing arrangements, our Board of Directas authorized us to obtain additional
financing, a portion of which may be used in parfund the acquisition. There can be no assurdraterte will acquire Take-Two.

International Operations and Foreign Currency Exnga Impactinternational sales are a fundamental part of agirtess. Net revenue from
international sales accounted for approximatelyditent of our total net revenue during the finse¢ months of fiscal 2009 and approxime
59 percent of our total net revenue during the fireee months of fiscal 2008. Our internationalne@enue was primarily driven by sales in
Europe and, to a much lesser extent, in Asia. Y@ar-year, we estimate that foreign exchange tesedsa favorable impact on our net revenue
of $38 million, or 10 percent, for the three monginsled June 30, 2008. We believe that in ordentoeed internationally, it is important to
locally develop content that is specifically dire¢toward local cultures and consumers.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our Condensed Consolidated Financial Statements Ihegn prepared in accordance with accountingipte@ggenerally accepted in the

United States. The preparation of these Condensaddlidated Financial Statements requires managaimemake estimates and assumptions
that affect the reported amounts of assets antlitied, contingent assets and liabilities, anderewe and expenses during the reporting periods.
The policies discussed below are considered by geanant to be critical because they are not onlyomant to the portrayal of our financial
condition and results of operations, but also bseau
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application and interpretation of these policieguiges both judgment and estimates of mattersatteainherently uncertain and unknown. As a
result, actual results may differ materially fronr @stimates.

Revenue Recognition, Sales Returns, Allowances Bad Debt Reserves

We derive revenue principally from sales of intéraecsoftware games designed for play on video geomsoles (such as the PlayStation 2,
PLAYSTATION 3, Xbox 360 and Wii), PCs and mobileafgibrms including handheld game players (such@®®P and Nintendo DS), and
wireless devices. We evaluate the recognition wémee based on the criteria set forth in StaterogRosition (“SOP”) 97-2/Software
Revenue Recogniti” , as amended by SOP 98*Modification of SOP 97-2, Software Revenue Redigmi With Respect to Certain
Transactions”and Staff Accounting Bulletin (“SAB”) No. 104Revenue Recognition”’ We evaluate and recognize revenue when all fbur o
the following criteria are met:

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

. Delivery. Delivery is considered to occur when a produshipped and the risk of loss and rewards of ovngiisave been transferr
to the customer. For online game services, deliissepnsidered to occur as the service is proviBeddigital downloads that do not
have an online service component, delivery is am®rsid to occur generally when the download oc¢

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

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

Determining whether and when some of these criteaige been satisfied often involves assumptiongudgments that can have a significant
impact on the timing and amount of revenue we reipagach period. For example, for multiple elememangements, we must make
assumptions and judgments in order to (1) determvimether and when each element has been deliv@edetermine whether undelivered
products or services are essential to the funditgraf the delivered products and services, (3pdmine whether VSOE exists for each
undelivered element, and (4) allocate the totalegpamong the various elements we must deliver. @wato any of these assumptions or
judgments, or changes to the elements in a softarmamgement, could cause a material increaseceasse in the amount of revenue that
report in a particular period. For example, in aeetion with some of our packaged goods producssale offer an online service without an
additional fee. Prior to fiscal 2008, we were dbleletermine VSOE for the online service to bevégtd; therefore, we were able to allocate
the total price received from the combined produnt online service sale between these two elera@dtsecognize the related revenue
separately. However, starting in fiscal 2008, VSd2es not exist for the online service to be deéidefor certain platforms and all revenue
from these transactions is recognized over thenestid online service period. More specificallyrtitg in fiscal 2008, we began to recognize
the revenue from sales of certain online-enabletaaged goods on a straight-line basis over a sixtmperiod beginning in the month after
shipment. Accordingly, this relatively small char@@®m having VSOE for the online service to noden having VSOE) has had a significant
effect on our reported results.

Determining whether a transaction constitutes dmemgame service transaction or a download ofoaget requires judgment and can be
difficult. The accounting for these transactionsignificantly different. Revenue from product ddweends is generally recognized when the
download occurs (assuming all other recognitiotedda are met). Revenue from an online game seisioecognized as the service is rendered.
If the service period is not defined, we recogrieerevenue over the estimated service period.rdteng the estimated service period is
inherently subjective and is subject to regulaisien based on historical online usage.

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

In certain countries, from time to time, we dedid@rovide price protection for our products. Whesmluating the adequacy of sales returns
price protection allowances, we analyze historietdrns, current sethrough of distributor and retailer inventory ofrguroducts, current tren
in retail and the video game segment, changesstomer demand and acceptance of our products,thed related factors. In addition, we
monitor the volume of sales to our channel partaedstheir inventories, as substantial overstockinge distribution channel could result in
high returns or higher price protection costs ibsmguent periods.

In the future, actual returns and price protectimay materially exceed our estimates as unsoldyatedn the distribution channels are exp¢

to rapid changes in consumer preferences, markelitians or technological obsolescence due to rletigoms, product updates or competing
products. For example, the risk of product retamd/or price protection for our products may camdito increase as the PlayStation 2 console
moves through its lifecycle. While we believe we caake reliable estimates regarding these mattegse estimates are inherently subjective.
Accordingly, if our estimates changed, our retuand price protection reserves would change, whichl&vimpact the total net revenue we
report. For example, if actual returns and/or ppoatection were significantly greater than thesress we have established, our actual results
would decrease our reported total net revenue. €sely, if actual returns and/or price protecticaravsignificantly less than our reserves, this
would increase our reported total net revenuedtiten, if our estimates of returns and price potion related to online-enabled packaged
goods products change, the amount of net defeereshue we recognize in the future would change.

Significant judgment is required to estimate olmahnce for doubtful accounts in any accountingqeerWe determine our allowance for
doubtful accounts by evaluating customer credithiogss in the context of current economic trendktastorical experience. Depending upon
the overall economic climate and the financial é¢bond of our customers, the amount and timing af lbad debt expense and cash collection
could change significantly.

Fair Value Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States often requires us to
determine the fair value of a particular item iderto fairly present our financial statements.Aitt an independent market or another
representative transaction, determining the fdwevaf a particular item requires us to make sehassumptions that are inherently difficult to
predict and can have a material impact on the csimh on the appropriate accounting.

There are various valuation techniques used tmastifair value. These include (1) the market apginovhere market transactions for ident
or comparable assets or liabilities are used terdene the fair value, (2) the income approach whises valuation techniques to convert fu
amounts (for example, future cash flows or futlamigs) to a single present amount, and (3) tiseayaproach which is based on the amount
that would be required to replace an asset. Foyrofour fair value estimates, including our estiesaof the fair value of acquired intangible
assets, acquired in-process technology and equstsuiments granted for services, we use the in@ppeoach. Using the income approach
requires the use of financial models which requsé¢o make various estimates including, but noitéichto (1) the potential future cash flows
for the asset, liability or equity instrument beimgasured, (2) the timing of receipt or paymerthoge future cash flows, (3) the time value of
money associated with the delayed receipt or payofesuch cash flows, and (4) the inherent risloaisged with the cash flows (risk
premium). Making these cash flow estimates arergitty difficult and subjective, and, if any of thetimates used to determine the fair value
using the income approach turns out to be inacepcalr financial results may be negatively impackdthermore, relatively small changes in
many of these estimates can have a significantétrtpahe estimated fair value resulting from timaficial models or the related accounting
conclusion reached. For example, a relatively sotehge in the estimated fair value of an assetehagpge a conclusion as to whether an

is impaired.

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

Business Combinatior. We must estimate the fair value of assets acgulieilities assumed and acquired in-processreldygy in a business
combination. Our assessment of the estimated &iirevof each of these can have a material affeouomeported results as intangible asset
amortized over various lives and acquired in-predeshnology is expensed upon consummation. Funtbrer, a change in the estimated fair
value of an asset or liability often has a diregpact on the amount to recognize as goodwill, aetabat is not amortized. Often determining
the fair value of these assets and liabilities sl
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requires an assessment of expected use of the tiesekpected cost to extinguish the liabilityoar expectations related to the timing and the
successful completion of development of an acquimgarocess technology. Such estimates are inhgréifficult and subjective and can have
a material impact on our financial statements.

Assessment of Impairment of AssCurrent accounting standards require that we asisesgcoverability of purchased intangible asaats
other long-lived assets whenever events or chainggscumstances indicate the remaining value efabsets recorded on our Condensed
Consolidated Balance Sheets is potentially impaiedrder to determine if a potential impairmeastoccurred, management must make
various assumptions about the estimated fair vaflilee asset by evaluating future business prospetd estimated cash flows. For some
assets, our estimated fair value is dependent ppadicting which of our products will be successfilis success is dependent upon several
factors which are beyond our control, such as wbjpérating platforms will be successful in the nedpkace. Also, our revenue and earnings
are dependent on our ability to meet our produetsee schedules.

Statement of Financial Accounting Standard (“SFAS8) 142,“Goodwill and Other Intangible Assetgequires at least an annual assessment
for impairment of goodwill by applying a fair-valkimsed test. Application of the goodwill impairmésst requires judgment, including
identification of reporting units, assignment ofets and liabilities to reporting units, assignnefrdoodwill to reporting units, and
determination of the fair value of each reportimit.uDetermining the estimated fair value for eagporting unit could be materially affected
changes in estimates and assumptions which caglgketrimpairment.

Stock-Based Compensatidie are required to estimate the fair value of stased payment awards on the date of grant. Theaged fair
value of stock options and stock purchase righastgd pursuant to our employee stock purchaseipl@etermined using the Black-Scholes
valuation model which requires us to make certasumptions about the future. Determining the eddchéair value is affected by our stock
price as well as assumptions regarding subjectidecamplex variables such as expected employeeisgdrehavior and our expected stock
price volatility over the term of the award. Weiestted the following key assumptions for the Bl&dholes valuation calculation:

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

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

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

. Expected dividenc.

Changes to our underlying stock price, our assumptused in the Black-Scholes option valuationwatmon and our forfeiture rate, which is
based on historical data, as well as future eqgrimted or assumed through acquisitions could fegunitly impact compensation expense to be
recognized in future periods.

Royalties and Licenses

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

Royalty-based obligations with content licensord distribution affiliates are either paid in advarand capitalized as prepaid royalties or are
accrued as incurred and subsequently paid. Thgsdtydased obligations are generally expenseads$d af goods sold generally at the greater
of the contractual rate or an effective royaltyeraaised on the total projected net revenue. Sigmifijudgment is required to estimate the
effective royalty rate for a particular contracedaduse the computation of effective royalty raéeglires us to project future revenue, it is
inherently subjective as our future revenue praggastmust anticipate a number of factors, includibigthe total number of titles subject to the
contract, (2) the timing of the release of
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these titles, (3) the number of software units wgeet to sell which can be impacted by a numbesaofibles, including product quality and
competition, and (4) future pricing. Determining téffective royalty rate for our titles is partiatdy challenging due to the inherent difficulty
predicting the popularity of entertainment produgtscordingly, if our future revenue projectionsadge, our effective royalty rates would
change, which could impact the royalty expenseegegnize. Prepayments made to thinly capitalizddpendent software developers and co-
publishing affiliates are generally made in conimectvith the development of a particular produal a@herefore, we are generally subject to
development risk prior to the release of the prod&iccordingly, payments that are due prior to ctetipn of a product are generally expensed
to research and development over the developmeioidpes the services are incurred. Payments dee @tmpletion of the product (primarily
royalty-based in nature) are generally expenseambsisof goods sold.

Our contracts with some licensors include minimurargnteed royalty payments which are initially releal as an asset and as a liability at the
contractual amount when no performance remains théHicensor. When performance remains with tbensor, we record guarantee
payments as an asset when actually paid and abiktyi when incurred, rather than recording theeasind liability upon execution of the
contract. Minimum royalty payment obligations alassified as current liabilities to the extent suayalty payments are contractually due
within the next twelve months. As of June 30, 2888 March 31, 2008, approximately $12 million ai@ #nillion, respectively, of minimum
guaranteed royalty obligations had been recognized.

Each quarter, we also evaluate the future reatimadf our royaltybased assets as well as any unrecognized minimommitments not yet pai
to determine amounts we deem unlikely to be redltheough product sales. Any impairments or lostermined before the launch of a
product are charged to research and developmertegplmpairments or losses determined post-laarebharged to cost of goods sold. In
either case, we rely on estimated revenue to eteatha future realization of prepaid royalties anchmitments. If actual sales or revised
revenue estimates fall below the initial revenuéreste, then the actual charge taken may be gremtary given quarter than anticipated. We
did not recognize any impairment charges duringhihee months ended June 30, 2008. During the thoeghs ended June 30, 2007, we
recognized impairment charges of less than $1anilli

Income Taxes

In the ordinary course of our business, there amyntransactions and calculations where the taxalagdvultimate tax determination is
uncertain. As part of the process of preparing@omdensed Consolidated Financial Statements, wesquéred to estimate our income taxe
each of the jurisdictions in which we operate ptthe completion and filing of tax returns foichyperiods. This process requires estimating
both our geographic mix of income and our uncerainpositions in each jurisdiction where we operdhese estimates involve complex
issues and require us to make judgments abouikiklg hpplication of the tax law to our situatios well as with respect to other matters, such
as anticipating the positions that we will taketax returns prior to our actually preparing theires and the outcomes of disputes with tax
authorities. The ultimate resolution of these issmay take extended periods of time due to exammaby tax authorities and statutes of
limitations. We are also required to make detertiona of the need to record deferred tax liab#itéand the recoverability of deferred tax
assets. A valuation allowance is established textent that it is more likely than not that cantdeferred tax assets will not be realized based
on our estimation of future taxable income in egeisdiction.

In addition, changes in our business, includingu&itions, changes in our international corporatecture, changes in the geographic location
of business functions or assets, changes in thgrgpbic mix and amount of income, as well as chaig@ur agreements with tax authorities,
valuation allowances, applicable accounting rudeglicable tax laws and regulations, rulings andrpretations thereof, developments in tax

audit and other matters, and variations in thevestd and actual level of annual pre-tax incomeadfatt the overall effective income tax rate.

We historically have considered undistributed eagsiof our foreign subsidiaries to be indefinitedinvested outside of the United States and,
accordingly, no U.S. taxes have been provided threralthough we repatriated funds under the Ameridabs Creation Act of 2004 in fiscal
2006, we currently intend to continue to indefilyiteeinvest the undistributed earnings of our fgresubsidiaries outside of the United States.

RESULTS OF OPERATIONS

Our fiscal year is reported on a 52 or 53-weekqeuetihat ends on the Saturday nearest March 31re3utts of operations for the fiscal years
ended March 31, 2009 and 2008 contain 52 week&adadn March 28, 2009 and March 29, 2008, respagtiOur results of operations for
the three months ended June 30, 2008 and 2007icdraveeks and ended on June 28, 2008 and JurZ®@0, respectively. For simplicity of
disclosure, all fiscal periods are referred toradireg on a calendar month end.
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Net Revenue

Net revenue consists of sales generated from ¢Eovjames sold as packaged goods and designeldyarrphardware consoles (such as
PlayStation 2, PLAYSTATION 3, Xbox 360 and Wii), B@nd handheld game players (such as the SonyN#@&Bndo DS and Nintendo
Game Boy Advance), (2) video games for wirelessadsy (3) interactive online-enabled packaged godidétal content, and online services
associated with these games, (4) services in ctionegith some of our online games, (5) programntimgd-party web sites with our game
content, (6) allowing other companies to manufactamd sell our products in conjunction with othexducts, and (7) advertisements on our
online web pages and in our games.

During the three months ended June 30, 2008 and, 209 recognized total net revenue of $804 milko $395 million, respectively. Our
total net revenue during the three months ended 30n2008 and 2007 includes $309 million and $80om recognized from sales of certain
online-enabled packaged goods and digital contanwhich we were not able to objectively determtime fair value (as defined by U.S.
Generally Accepted Accounting Principles for softevaales) of a free online service that we providezbnnection with the sale. During the
three months ended June 30, 2008, our net revecusaised by $231 million as a result of the reaagmbf deferred revenue as compared to
the same period a year ago.

From a geographical perspective, our total netrregedor the three months ended June 30, 2008 &bid\28s as follows (in millions):

Three Months Ended June { %
2008 2007 Increase Change
North America $ 42¢ 53% $ 16¢ 41% $ 26€ 162%
Europe 32¢ 41% 204 52% 12E 61%
Asia 46 6% 28 7% 18 64%
Internationa 37¢ 47% 23z 59% 142 62%
Total Net Revenu $ 804 10C% $ 39t 10C% $ 40¢ 104%

North America

For the three months ended June 30, 2008, netuevarNorth America was $429 million, driven Bpck Band, Battlefield: Bad Compaand
Madden NFL 0¢.

Net revenue for the three months ended June 3®, ib@feased 163 percent, or $266 million, as cortpéw the three months ended June
2007. The recognition of net revenue related ttageof our packaged goods and digital contentssialereased our reported net revenue by
$89 million during the three months ended June2B08 as compared to a decrease in our reportagveriue of $8 million for the three
months ended June 30, 2007. From an operationsp@etive, the increase in net revenue was drivefl)og $118 million increase in net
revenue from co-publishing and distribution tit{@sich includes the net recognition of $7 milliohdeferred net revenue), (2) a $51 million
increase in net revenue from sales of titles ferRhAYSTATION 3 (which includes the net recognitioh$26 million of deferred net revenu
(3) a $29 million increase in net revenue from salktitles for the Xbox 360, (4) a $22 million ne@ase in net revenue from sales of titles for
the Wii (which includes the net recognition of $t8lion of deferred net revenue), and (5) a $ 20iom increase in net revenue from sales of
titles for the PlayStation 2 (which includes thé reognition of $26 million of deferred net revehu

We continue to expect net revenue for North Ameticencrease during fiscal 2009 as compared t@ffi2608.

Europe

For the three months ended June 30, 2008, netuevarEurope was $329 million, driven BiFA 08, Need for Speed ProStrestd UEFA

Euro 2008™ . We estimate that foreign exchange (primarily theokand the British pound sterling) increased reggbrtet revenue, including
the foreign exchange impact from deferred net regeby approximately $34 million, or 17 percent, tfee three months ended June 30, 2008
as compared to the three months ended June 30, EROtiding the effect of foreign exchange ratesrfmet revenue, we estimate that net
revenue increased by approximately $91 milliordépercent, for the three months ended June 3@ 290@ompared to the three months el
June 30, 2007.
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Net revenue for the three months ended June 3®, ip@feased 61 percent, or $125 million, as contparehe three months ended June
2007. The recognition of net revenue related ttageof our packaged goods and digital contentssalereased our reported net revenue by
$95 million during the three months ended June2B08 as compared to a decrease in our reportagéveriue of $21 million for the three
months ended June 30, 2007. From an operationsp@etive the increase in net revenue was drivefl g $67 million increase in net rever
from sales of titles for the PLAYSTATION 3 (whichdludes the net recognition of $45 million of deéer net revenue), (2) $32 million of net
revenue from co-publishing and distribution tit{@éich includes the net recognition of $13 milliohdeferred net revenue), and (3) a

$16 million increase in net revenue from salestlast for the PSP (which includes the net recognitvf $18 million of deferred net revenue).

We continue to expect net revenue for Europe toesme during fiscal 2009 as compared to fiscal 2008
Asia

For the three months ended June 30, 2008, netuevarAsia was $46 million, driven byeed for Speed ProStredtlFA 08,andARMY OF
TWO™ . We estimate that foreign exchange increased repaderevenue, including the foreign exchange irnfram deferred net revenue,
approximately $4 million, or 14 percent, for thee® months ended June 30, 2008 as compared tordeerhonths ended June 30, 2007.
Excluding the effect of foreign exchange rates froghrevenue, we estimate that net revenue inaldasapproximately $14 million, or

50 percent, for the three months ended June 3@ @9@ompared to the three months ended June G0, 20

Net revenue for the three months ended June 3@ ib@Beased 64 percent, or $18 million, as comptuelle three months ended June
2007. The recognition of net revenue related ttageof our packaged goods and digital contentssalereased our reported net revenue by
$11 million during the three months ended June2808 as compared to a decrease in our reportaéveztue of $7 million for the three
months ended June 30, 2007. From an operationsp@etive, the increase in net revenue was driviemapity by a $9 million increase in sales
of titles for the PLAYSTATION 3 (which includes thnet recognition of $7 million of deferred net raue).

Cost of Goods Sold

Cost of goods sold for our packaged-goods busic@ssists of (1) product costs, (2) certain royakpenses for celebrities, professional sports
and other organizations and independent softwareldgers, (3) manufacturing royalties, net of vodudiscounts and other vendor
reimbursements, (4) expenses for defective prod(Exsvrite-offs of post-launch prepaid royalty tg6) amortization of certain intangible
assets, (7) personnel-related costs, and (8)lulisih costs. We generally recognize volume distowhen they are earned from the
manufacturer (typically in connection with the ashément of unit-based milestones), whereas othetarereimbursements are generally
recognized as the related revenue is recognizest. &goods sold for our online products consisimarily of data center and bandwidth costs
associated with hosting our web sites, credit éaed and royalties for use of third-party propeatti@ost of goods sold for our web site
advertising business primarily consists of serzests:

Cost of goods sold for the three months ended 30n2008 and 2007 were as follows (in millions):

Change as a
June 30 % of Net June 30 % of Net % of Net
2008 Revenue 2007 Revenue % Change Revenue
$ 29¢€ 36.8% $ 16€ 42.0% 78.3% (5.2%)

During the three months ended June 30, 2008, ¢agtauls sold decreased by 5.2 percent as a pegeeotdotal net revenue as compared to
the three months ended June 30, 2007. This decnesprimarily due to the net recognition of $23illiom of deferred net revenue related to
certain online-enabled packaged goods and digitaient in which the cost of goods sold relatech&sée transactions was expensed in a
previous period when the product was delivered.r@lijeve estimate the revenue recognition posijivelpacted cost of goods sold as a
percent of total net revenue by 15 percentage polittis decrease was partially offset by highepublishing and distribution costs of
approximately 10 percentage points as a percemtaigeal net revenue primarily driven by saleRafck Band and, to a lesser extent, other co-
publishing and distribution titles that have a loweoss profit percentage.
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Although there can be no assurance, and our a@sualts could differ materially, in the short tewa expect our gross profit as a percentage of
total net revenue to increase in fiscal 2009 aspaoed to fiscal 2008 as a result of (1) a decréatiee change in deferred net revenue relat:
certain online-enabled packaged goods (we expéeseotst of goods sold related to these transactiiesn delivered) and (2) a favorable mix
of EA Studio revenue.

Marketing and Sales

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

Marketing and sales expenses for the three momithsdeJune 30, 2008 and 2007 were as follows (ilomd):

June 30 % of Net June 30 % of Net
2008 Revenue 2007 Revenue $ Change % Change
$ 12¢€ 16% $ 82 21% $ 46 56%

Marketing and sales expenses increased by $4®miltir 56 percent, during the three months ended 30, 2008, as compared to the three
months ended June 30, 2007. The increase was flyirdae to (1) an increase of $26 million in markegt advertising and promotional
expenses primarily to support our launch of our franchises and incremental spending on establifhedhises, as well as (2) a $16 million
increase in personnel-related costs primarily tegyufrom an increase in headcount and incentivetaompensation.

We expect marketing and sales expenses to incieassolute dollars in fiscal 2009 as comparedsiwaf 2008 primarily due to higher
advertising and marketing activity to support atles.

General and Administrative

General and administrative expenses consist obpaes and related expenses for executive and asirative staff, related overhead costs,
for professional services such as legal and acoayrdnd allowances for doubtful accounts.

General and administrative expenses for the thre@hms ended June 30, 2008 and 2007 were as fo{lavwnsillions):

June 30 % of Net June 30 % of Net
2008 Revenue 2007 Revenue $ Change % Change
$ 84 10% $ 71 18% $ 13 18%

General and administrative expenses increased ®yrfilion, or 18 percent, during the three monthdedl June 30, 2008, as compared to the
three months ended June 30, 2007. The increaspnimaarily due to an increase of $12 million in pmreel-related costs primarily resulting
from an increase in salaries, incentive-based cosgi®n and stock-based compensation.

We expect general and administrative expense<stedse in absolute dollars in fiscal 2009 as coetpty fiscal 2008 primarily due to an
increase in personnel-related costs.

Research and Development

Research and development expenses consist of egigesirred by our production studios for persomakdted costs, related overhead costs,
contracted services, equipment depreciation andrapgirment of prepaid royalties for pre-launchdurots. Research and development
expenses for our online business include expensesred by our studios consisting of direct develept and related overhead costs in
connection with the development and productionwfanline games. Research and development expalssemclude expenses associated
with the development of web site content, softwaenses and maintenance, network infrastructudenaanagement overhead.

34




Table of Contents

Research and development expenses for the thretasnemded June 30, 2008 and 2007 were as followmsi(lions):

June 30 % of Net June 30 % of Net
2008 Revenue 2007 Revenue $ Change % Change
§ 35¢€ 44% $ 25C 63% $ 10¢€ 42%

Research and development expenses increased by#llioé, or 42 percent, during the three monthdemhJune 30, 2008, as compared to the
three months ended June 30, 2007. The increaspnmaarily due to (1) an increase of $52 millionadditional personnel-related costs,
partially resulting from our recent acquisition\d&H, (2) higher external development costs of $2ian due to a greater number of projects
in development as compared to the prior year, fdherease of $18 million of incentive-based conmga¢ion due to the implementation of a
new incentive-based bonus plan and related timfrigeorecognition of the expense, and (4) an irsgeaa facilities-related expenses of

$6 million to support our research and developnfiamttions worldwide.

We expect research and development expenses &ag&im absolute dollars in fiscal 2009 as comptarédcal 2008 primarily due to an
increase in personnel-related costs and a greateber of titles in development.

Amortization of Intangibles

Amortization of intangibles for the three monthsled June 30, 2008 and 2007 was as follows (inon#lj:

June 30 % of Net June 30 % of Net
2008 Revenue 2007 Revenue $ Change % Change
¢ 15 2% $ 7 2% ¢ 8 114%

Amortization of intangibles increased by $8 milljan 114 percent, during the three months ended 3002008, as compared to three months
ended June 30, 2007, primarily due to the amoitiraif intangibles related to our acquisition of MG

We expect amortization of intangible expenses toeiase in fiscal 2009 as compared to fiscal 2008asily due to the amortization of
intangibles related to our recent acquisition oftV.G

Acquired In -process Technology

Acquired in-process technology includes the valugroducts in the development stage that are nogidered to have reached technological
feasibility or have an alternative future use. Adiogly, upon consummation of an acquisition, waegally incur a charge for the related
acquired in-process technology, as reflected inGandensed Consolidated Statement of Operatioresd&iielopment of the projects for which
we incurred an acquired in-process technology ehargonnection with our acquisition of VGH contaalto be in-progress at June 30, 2008.

Restructuring Charges

Restructuring charges for the three months ended 30, 2008 and 2007 were as follows (in millions):

June 30 % of Net June 30 % of Net
2008 Revenue 2007 Revenue $ Change % Change
$ 20 2% $ 2 1% $ 18 900%

In connection with our fiscal 2008 reorganizatidaring the three months ended June 30, 2008, weriat $20 million of reorganization
charges including a $16 million facility-relatedpairment charge.
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Losses on Strategic Investments

Losses on strategic investments for the three nscenkded June 30, 2008 and 2007 were as followsillions):

June 30 % of Net June 30 % of Net
2008 Revenue 2007 Revenue $ Change % Change
$ (6) (1%) $ — — $ (6) N/A

During the three months ended June 30, 2008, wigrézed $6 million of losses on strategic investtaglue to impairments with respect to
certain of our marketable equity securities aneéothvestments.

Interest and Other Income, Net

Interest and other income, net, for the three noatided June 30, 2008 and 2007 was as followsillioms):

June 30 % of Net June 30 % of Net
2008 Revenue 2007 Revenue $ Change % Change
$ 15 2% $ 27 7% $ (12) (44%)

During the three months ended June 30, 2008, sitaral other income, net, decreased by $12 milbod4 percent, as compared to the three
months ended June 30, 2007, primarily due to aedserin interest income resulting from lower yieldsour cash, cash equivalent and short-
term investment balances.

Income Taxes

Income tax expense (benefit) for the three montited June 30, 2008 and 2007 was as follows (iramd):

June 30 Effective June 30 Effective
2008 Tax Rate 2007 Tax Rate % Change
$ 7 8.1% $ (29) (15.1%) 129%

The tax expense reported for the three months eddleel 30, 2008 is based on our projected annwedtefé tax rate for fiscal 2009, and also
includes certain discrete tax charges recordeahdufie period. Our effective tax rates for the ¢hmeonths ended June 30, 2008 and 2007 were
a tax expense of 8.1 percent and a tax benefi df jercent, respectively. The effective tax rdt8.» percent for the three months ended

June 30, 2008 differs from the statutory rate aD3&ercent primarily due to certain discrete taargles recorded during the period related tc
integration of VGH, the effect of non-U.S. operagpand non-deductible stock-based compensatianeffactive tax rate for the three months
ended June 30, 2008 differs from the same perididéal 2008 primarily due to the discrete tax ¢fesrrecorded in the three months ended
June 30, 2008 related to our integration of VGHwael as differences in the effect of non-U.S. @piens.

We currently expect our effective tax rate for fiseal year 2009 to be 40 percent to 55 percentvéder, the expected effective tax rate for the
fiscal year is different from the tax rates in efféor the three months ended June 30, 2008 andbevillependent on our profitability for the
remainder of the fiscal year. In addition, our effee tax rates for the remainder of fiscal 2008 &arture periods will depend on a variety of
factors, including changes in our business sudatgsisitions and intercompany transactions, chaimgesr international structure, changes in
the geographic location of business functions sets changes in the geographic mix of income,ekas changes in, or termination of, our
agreements with tax authorities, valuation allovem@pplicable accounting rules, applicable taxsland regulations, rulings and
interpretations thereof, developments in tax aadd other matters, and variations in the estimatetiactual level of annual pre-tax income or
loss. We incur certain tax expenses that do ndirgeproportionately with declines in our pre-taonsolidated income or loss. As a result, in
absolute dollar terms, our tax expense will hageeater influence on our effective tax rate at Iolggels of pre-tax income or loss than at
higher levels. In addition, at lower levels of pax-income or loss, our effective tax rate willrhere volatile.

We historically have considered undistributed eggsiof our foreign subsidiaries to be indefinitedinvested outside of the United States and,
accordingly, no U.S. taxes have been provided tirer&lthough we repatriated funds under the Ameridabs Creation Act of 2004 in fiscal
2006, we currently intend to continue to indefilyiteeinvest the undistributed earnings of our fgresubsidiaries outside of the United States.
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Impact of Recently Issued Accounting Standards

In December 2007, the Financial Accounting Stansl®ulard (“FASB”) issued SFAS No. 141 (Revised 2003FAS No. 141(R)"), “Busines
Combinations’, which requires the recognition of assets acaljiiabilities assumed, and any noncontrollingriest in an acquiree at the
acquisition date fair value with limited exceptio®&AS No. 141(R) will change the accounting treathfor certain specific items and inclu

a substantial number of new disclosure requirem&HRAS No. 141(R) applies prospectively to busiressbinations for which the acquisiti
date is on or after the beginning of the first admmeporting period beginning on or after Decentd&r2008. The adoption of SFAS No. 141(R)
will have a material impact on our Condensed Caddat#d Financial Statements for material acquisgioonsummated on or after March 29,
20009.

In December 2007, the FASB issued SFAS No. 180yricontrolling Interests in Consolidated Financithtements — An Amendment of ARB
No. 51", which establishes new accounting and reporttagdards for noncontrolling interests.§., minority interests) and for the
deconsolidation of a subsidiary. SFAS No. 160 aistudes expanded disclosure requirements regattismgterests of the parent and its
noncontrolling interests. SFAS No. 160 is effecfioefiscal years, and interim periods within thdiseal years, beginning on or after
December 15, 2008. We do not expect the adopti@F&S No. 160 to have a material impact on our @osdd Consolidated Financial
Statements.

In December 2007, the FASB ratified Emerging Isst&sk Force’s (“EITF”) consensus conclusion on EOI#01, “Accounting for
Collaborative Arrangements EITF 07-01 defines collaborative arrangementd establishes reporting requirements for transastietween
participants in a collaborative arrangement anaveeh participants in the arrangement and thirdggrtnder this conclusion, a participant to
a collaborative arrangement should disclose inféionaabout the nature and purpose of its collaldeatrrangements, the rights and
obligations under the collaborative arrangemehts accounting policy for collaborative arrangemeatsl the income statement classification
and amounts attributable to transactions arisiomfthe collaborative arrangement between partit¢pfam each period an income statement is
presented. EITF 07-01 is effective for interim anaal reporting periods in fiscal years beginniftgraDecember 15, 2008 and requires
retrospective application to all prior periods mmted for all collaborative arrangements existin@fthe effective date. While we have not yet
completed our analysis, we do not anticipate th@ementation of EITF 07-01 to have a material inigaccour Condensed Consolidated
Financial Statements.

In February 2008, the FASB issued FASB Staff Posi{'FSP”) Financial Accounting Standard (“FAS”)7t2, “ Effective Date of FASB
Statement No. 157 FSP FAS 157-2 delays the effective date of SRS 157, “Fair Value Measurements for certain nonfinancial assets
and nonfinancial liabilities, except those that @eognized or disclosed at fair value in the fitriahstatements on a recurring basis (at least
annually). SFAS 157 establishes a framework forgugng fair value and expands disclosures about/fdie measurements. FSP FAS 157-2
defers the effective date of certain provisionSBAS 157 to fiscal years beginning after Novemtgr2D08, and interim periods within those
fiscal years, for items within the scope of thisP=8Ve do not expect the adoption of FSP FAS 15YHave a material impact on our
Condensed Consolidated Financial Statements.

In March 2008, the FASB issued SFAS No. 16Disclosures about Derivative Instruments and Heddhativities — An Amendment of SFAS
No. 133". SFAS 161 requires enhanced disclosures aboahtity’s derivative and hedging activities, inclagihow an entity uses derivative
instruments, how derivative instruments and rel&edged items are accounted for under SFAS No.“188¢counting for Derivative
Instruments and Hedging Activiti”, and how derivative instruments and related hedgams affect an entity’s financial position, fir@al
performance, and cash flows. The provisions of SN&S161 are effective for financial statementsiéssfor fiscal years beginning after
November 15, 2008, and interim periods within thfiseal years. We do not expect the adoption of SN®. 161 to have a material impact
our Condensed Consolidated Financial Statements.

In April 2008, the FASB issued FSP FAS 142-Bétermination of the Useful Life of Intangible Asse FSP FAS 1423 amends the factors
entity should consider in developing renewal oeaston assumptions used in determining the uséudi recognized intangible assets under
SFAS No. 142, ‘Goodwill and Other Intangible AssétsThis guidance for determining the useful lifeaofecognized intangible asset applies
prospectively to intangible assets acquired indiglty or with a group of other assets in eithemaset acquisition or business combination.
FAS 142-3 is effective for fiscal years, and inteperiods within those fiscal years, beginningraitecember 15, 2008, and early adoption is
prohibited. We are currently evaluating the img@sP FAS 142-3 will have on our Condensed Cons@dl&inancial Statements.
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LIQUIDITY AND CAPITAL RESOURCES

As of As of

June 30 March 31 Increase

(In millions) 2008 2008 (Decrease
Cash and cash equivale $ 1,19¢ $ 1,55: $ (359
Shor-term investment 74¢ 734 14
Marketable equity securitie 732 72¢ 3
Total $ 2,67¢ $ 3,01¢ $ (339

Percentage of total ass: 46% 50%
Three Months Ende

June 30 Increase

(In millions) 2008 2007 (Decrease
Cash used in operating activiti $ (29)) $ (192 $ (99
Cash used in investing activiti (96) (547) 451
Cash provided by financing activiti 34 26 8
Effect of foreign exchange on cash and cash ecrivs (1) 5 (6)
Net decrease in cash and cash equiva $ (359 $ (709 $ 354

Changes in Cash Flow

During the three months ended June 30, 2008, we $2@1 million of cash in operating activities asnpared to $192 million for the three
months ended June 30, 2007. The increase in cashiusperating activities for the three monthsezhdune 30, 2008 as compared to the three
months ended June 30, 2007 was primarily due fo@ease in operating expenses paid resulting inrimcrease in personnel-related
expenses and advertising and marketing costs.

For the three months ended June 30, 2008, we gedeba35 million of cash proceeds from maturitied aales of short-term investments. Our
primary use of cash in non-operating activitiessisted of $158 million used to purchase short-tenwestments and $42 million used for
acquisitions.

Short-term investments and marketable equity setias

Due to our mix of fixed and variable rate secusitieur short-term investment portfolio is suscdpttb changes in short-term interest rates. As
of June 30, 2008, our short-term investments hadsgunrealized gains of $4 million, or 1 percertheftotal in short-term investments, and
gross unrealized losses of $4 million, or 1 percéithe total in short-term investments. From timé¢ime, we may liquidate some or all of our
short-term investments to fund operational needstluer activities, such as capital expendituresjri®ss acquisitions or stock repurchase
programs. Depending on which short-term investmemstdiquidate to fund these activities, we couldagnize a portion, or all, of the gross
unrealized gains or losses.

Marketable equity securities increased to $732anilas of June 30, 2008, from $729 million as ofréfa31, 2008. This increase was prima
due to gross unrealized gains of $15 million offsggross unrealized losses of $11 million in thie ¥alue of our investments.
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Receivables, net

Our gross accounts receivable balances were $456mand $544 million as of June 30, 2008 and Ma3d, 2008, respectively. The decrease
in our accounts receivable balance was primarily tduower sales volumes in the first quarter s€dil 2009 as compared to the fourth quarter
of fiscal 2008, which was expected as we tradifigrtzave lower sales during our first fiscal quars compared to our fourth fiscal quarter.
We expect our accounts receivable balance to iserdaring the three months ending September 3@ Baed on our seasonal product rel
schedule. Reserves for sales returns, pricing alhmes and doubtful accounts decreased in absaliéesifrom $238 million as of March 31,
2008 to $186 million as of June 30, 2008. As a @atage of trailing nine month net revenue, resetteeseased from 7 percent as of March 31,
2008, to 5 percent as of June 30, 2008. We betlease reserves are adequate based on historieaiexpe and our current estimate of
potential returns, pricing allowances and doukdftdounts.

Inventories

Inventories increased to $223 million as of June2B®8, from $168 million as of March 31, 2008 nperily as a result of an increase of
$52 million of Rock Bandnventory of which approximately $22 million wastiransit as of June 30, 2008. Other tfRotk BandandNCAA
Football 09,which was released in July 2008, no single titfresented more than $6 million of inventory aswfel30, 2008.

Other current assets and other assets

Other current assets increased to $292 milliorf dsiwe 30, 2008, from $290 million as of March 3@08. Other assets decreased to

$146 million as of June 30, 2008, from $157 millmmof March 31, 2008. Other current assets arer afsets combined decreased by

$9 million primarily due to (1) a decrease in priedaxes of $24 million, (2) a $16 million faciliselated impairment charge for a facility
which is classified as an asset held for sale arCamndensed Consolidated Balance Sheets, andd@raase in Value-Added Tax receivables
of $15 million. These decreases were partiallyeiffsy an increase in prepaid royalties of $38 onilli

Accounts payable

Accounts payable decreased to $167 million as 10é B0, 2008, from $229 million as of March 31, 2008marily due to lower inventory
purchases during the first quarter of fiscal 2002@@mpared to the fourth quarter of fiscal 2008 assult of the seasonality of our business.

Accrued and other current liabilities

Our accrued and other current liabilities decredsekb77 million as of June 30, 2008 from $683 imnillas of March 31, 2008. The decrease
was primarily due to a $62 million decrease in medrincentive-based compensation. This decreaspavtally offset by (1) an increase of
$28 million in royalties payable primarily due talas ofRock Bandand (2) a $21 million increase in other accrued pemnsation and benefits.

Deferred income taxes, net

Our net deferred income tax asset position increhgeb23 million as of June 30, 2008 as comparaddoch 31, 2008 primarily due to an
increase of $21 million in deferred tax assetsltegufrom the tax benefit we recognized relate@tw operating loss during the three months
ended June 30, 2008.

Financial Condition

We believe that cash, cash equivalents, short-tevestments, marketable equity securities, caslergeed from operations and available
financing facilities will be sufficient to meet ooperating requirements for at least the next tevetonths, including working capital
requirements, capital expenditures and, potentillyire acquisitions or strategic investments. M&y choose at any time to raise additional
capital to strengthen our financial position, faate expansion, pursue strategic acquisitionsimavgstments or to take advantage of business
opportunities as they arise. There can be no asseirdowever, that such additional capital willdvailable to us on favorable terms, if at al
that it will not result in substantial dilution twr existing stockholders.
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On March 13, 2008, we commenced an unsoliciteddiRper share cash tender offer for all of the aemiding shares of Take-Two Interactive
Software, Inc., a Delaware corporation (“Take-Twddy a total purchase price of approximately $#lion. On April 18, 2008, we adjusted
the purchase price in the cash tender offer to2per share following the approval by Take-Twaklmlders of amendments to Take-Two'’s
Incentive Stock Plan, which would permit the issteanf additional shares of restricted stock to ickMedia Corporation pursuant to its
management agreement with Take-Two. The total agdeepurchase price for Take-Two did not change r@sult of the adjustment to the per
share purchase price in the tender offer. On M&008, we received a commitment from certain fimarnostitutions to provide us with up to
$1.0 billion of senior unsecured term loan finagcat any time until January 9, 2009, to be usgutdwide a portion of the funds for the offer
and/or merger. We will be required to repay anydiwe borrow under the term loan facility, plusraed interest, on the earlier of

(a) 364 days from the date on which we initiallyroav the funds and (b) August 9, 2009. We haveraddd the expiration date of the tender
offer until August 18, 2008. We intend to pay fbe fTake-Two shares and related transaction feesxgehses with internally available cash
and borrowings under the term loan facility or otfieancing sources, which may be available toruthe future.

The loan financing arrangements supporting our RedinCity headquarters leases with KeyBank Natidsalociation, described in the “Off-
Balance Sheet Commitments” section below, are sghddo expire in July 2009. At any time prior keetexpiration of the financing in

July 2009, we may raegotiate the lease and the related financing geraent. Upon expiration of the leases, we may @aselthe facilities fc
$247 million, or arrange for a sale of the faagito a third party. In the event of a sale toi@ tharty, if the sale price is less than $247 ianil)
we will be obligated to reimburse the differencéneen the actual sale price and $247 million, uméximum of $222 million, subject to
certain provisions of the leases.

As of June 30, 2008, approximately $1,229 millidroor cash, cash equivalents, short-term investsi@nd marketable equity securities that
was generated from operations was domiciled indoreax jurisdictions. While we have no plans tpatiate these funds to the United States
in the short term, if we choose to do so, we waddrue and pay additional taxes on any portiomefrépatriation where no United States
income tax had been previously provided.

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

$2 billion. Unless otherwise specified in a progpssupplement accompanying the base prospectuspule use the net proceeds from the
sale of any securities offered pursuant to thef shglstration statement for general corporate pseg, including for working capital, financing
capital expenditures, research and developmenkatiag and distribution efforts and, if opportuegiarise, for acquisitions or strategic
alliances. Pending such uses, we may invest thproeeeds in interest-bearing securities. In agldjtive may conduct concurrent or other
financings at any time.

Our ability to maintain sufficient liquidity coulde affected by various risks and uncertaintiesuiticlg, but not limited to, those related to
customer demand and acceptance of our productewplatforms and new versions of our products dstig platforms, our ability to collect
our accounts receivable as they become due, stigbgsshieving our product release schedules ataireng our forecasted sales objectives,
the impact of acquisitions and other strategicdaations in which we may engage, the impact of @iitipn, economic conditions in the
United States and abroad, the seasonal and cyohtate of our business and operating resultss wékroduct returns and the other risks
described in the “Risk Factors” section, includedPart Il, ltem 1A of this report.

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

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

In addition, we have certain celebrity, league emdtent license contracts that contain minimum gof@e 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 AssdoiaPremier League Limited) (professional socddASCAR (stock car racing);
National Basketball Association (professional b#s&k); PGA TOUR and Tiger Wooc
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(professional golf); National Hockey League and NPlayers’ Association (professional hockey); WarmBers. (Harry Potter and Batman);
New Line Productions and Saul Zaentz Company (Tével bf the Rings); Red Bear Inc. (John Madden)jdwat Football League Properti

and PLAYERS Inc. (professional football); Collegidticensing Company (collegiate football and bas&k), Viacom Consumer Products (1
Godfather); ESPN (content in EA SPORT™Sgames); Twentieth Century Fox Licensing and Merdiging (The Simpsons); and Hasbro, Inc.
(a wide array of Hasbro intellectual propertied)e$e developer and content license commitmentegept the sum of (1) the cash payments
due under non-royalty-bearing licenses and sendgesements, and (2) the minimum guaranteed pagnasdt advances against royalties due
under royalty-bearing licenses and services agretante majority of which are conditional uponfpemance by the counterparty. These
minimum guarantee payments and any related magkeimmitments are included in the table below.

The following table summarizes our minimum contuatiobligations and commercial commitments as aeJ80, 2008, and the effect we
expect them to have on our liquidity and cash flosuture periods (in millions):

Commercial
Contractual Obligation Commitments
Developer; Letter of Credit
Fiscal Yeai Licensor Bank anc
Ending March 31 Leases®) Commitments@ Marketing Other Guarante: Total
2009 (remaining nine month $ 53 $ 201 $ 73 $ 5 $ 332
2010 55 224 45 — 324
2011 41 30z 40 — 38:
2012 31 14¢€ 38 — 217
2013 27 13E 38 — 20C
Thereaftel 55 612 15E — 82z
Total $ 262 $ 1,622 $ 38¢ $ 5 $2,27¢

(1) See discussion on operating leases in the “Olfu® Sheet Commitmentséction below for additional information. Lease coittments
include contractual rental commitments of $13 millunder real estate leases for unutilized offfizce resulting from our restructuring
activities. These amounts, net of estimated fututelease income, were expensed in the periodgecoktated restructuring and are
included in our accrued and other current lialeitreported in our Condensed Consolidated BalaheetS as of June 30, 2008. See Note
7 of the Notes to Condensed Consolidated FinaSt&tbments

@  Developer/licensor commitments include $12 millafrrommitments to developers or licensors that Hmen recorded in current a
long-term liabilities and a corresponding amountunrent and long-term assets in our Condenseddlidated Balance Sheets as of June
30, 2008 because payment is not contingent updompance by the developer or licens

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

In addition to what is included in the table abca® of June 30, 2008, we had a liability for unggiped tax benefits and related interest
totaling $382 million, of which approximately $64llon is offset by prior cash deposits to tax aarities for issues pending resolution. For the
remaining liability, we are unable to make a reatyreliable estimate of when cash settlement witaxing authority will occur.
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OFF-BALANCE SHEET COMMITMENTS
Lease Commitments and Residual Value Guarantees

We lease certain of our current facilities, furnit@nd equipment under non-cancelable operatirsg lagreements. We are required to pay
property taxes, insurance and normal maintenansts éor certain of these facilities and will beuggd to pay any increases over the base yea
of these expenses on the remainder of our fagilitie

In February 1995, we entered into a build-to-sestske (“Phase One Lease”) with a third-party leksoour headquarters facilities in Redwood
City, California (“Phase One Facilities”). The Pa&@ne Facilities comprise a total of approxima889,000 square feet and provide space for
sales, marketing, administration and research amdldpment functions. In July 2001, the lessomnaaiced the Phase One Lease with KeyE
National Association through July 2006. The Phase Dease expires in January 2039, subject to &arlyination in the event the underlyi
financing between the lessor and its lenders iert@nded. Subject to certain terms and conditimesnay purchase the Phase One Facilities
or arrange for the sale of the Phase One Facitii@sthird party.

Pursuant to the terms of the Phase One Lease, weedmeoption to purchase the Phase One Facilitiasyatime for a purchase price of
$132 million. In the event of a sale to a thirdtpaif the sale price is less than $132 million, wil be obligated to reimburse the difference
between the actual sale price and $132 milliortougp maximum of $117 million, subject to certainyisions of the Phase One Lease, as
amended.

On May 26, 2006, the lessor extended its loan filmgnunderlying the Phase One Lease with its lentteough July 2007, and on May 14,
2007, the lenders extended this financing agaimfoadditional year through July 2008. On April 2808, the lenders extended the financing
for another year through July 2009, and modifiedaie definitions used in the covenants. On JurzZ098, the Phase One Lease was amended
to further modify certain definitions used in thevenants. At any time prior to the expiration af fimancing in July 2009, we may re-negotiate
the lease and the related financing arrangementadveunt for the Phase One Lease arrangement@seaating lease in accordance with
SFAS No. 13, “Accounting for Leas€$s as amended.

In December 2000, we entered into a second buiklitblease (“Phase Two Lease”) with KeyBank NagioAssociation for a five and ortealf
year term beginning in December 2000 to expandReatwood City, California headquarters facilitiesl aievelop adjacent propert‘Phase
Two Facilities”). Construction of the Phase Two iies was completed in June 2002. The Phase Taaililes comprise a total of
approximately 310,000 square feet and provide sfracgales, marketing, administration and researthdevelopment functions. Subject to
certain terms and conditions, we may purchase tiasdéTwo Facilities or arrange for the sale ofRhase Two Facilities to a third party.

Pursuant to the terms of the Phase Two Lease, wedraoption to purchase the Phase Two Facilitiesyatime for a purchase price of
$115 million. In the event of a sale to a thirdtpaif the sale price is less than $115 million, wid be obligated to reimburse the difference
between the actual sale price and $115 milliortougp maximum of $105 million, subject to certaioysions 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 iert@nded. Concurrently with the extension of teesk, the lessor extended the loan financing
underlying the Phase Two Lease with its lendermsutin July 2007. On May 14, 2007, the lenders exgénhis financing again for an

additional year through July 2008. On April 14, 80the lenders extended the financing for anotear yhrough July 2009, and modified
certain definitions used in the covenants. On JrkH08, the Phase Two Lease was amended to funibdify certain definitions used in the
covenants. At any time prior to the expirationtwd financing in July 2009, we may negotiate the lease and the related financing geraent
We account for the Phase Two Lease arrangemenmt @gesating lease in accordance with SFAS No. 43neended.

We believe that, as of June 30, 2008, the estinfatedalues of both properties under these opegdttases exceeded their respective
guaranteed residual values.

42




Table of Contents

The two lease agreements with KeyBank National gission described above require us to maintairagefinancial covenants, as amended
on June 9, 2008, shown below, all of which we wereompliance with as of June 30, 2008.

Actual as of
Financial Covenani Requiremen June 30, 200
Consolidated Net Worth (in million: equal to or greater thi $ 2,43 $ 4,32¢
Fixed Charge Coverage Ra equal to or greater the 3.0C 4.02
Total Consolidated Debt to Capi equal to or less the 60% 5.4%
Quick Ratio equal to or greater thi 1.0C 8.97

Director Indemnity Agreements

We entered into indemnification agreements witthezf¢he members of our Board of Directors at theetthey joined the Board to indemnify
them to the extent permitted by law against anyalhlhbilities, costs, expenses, amounts paiseitilement and damages incurred by the
directors as a result of any lawsuit, or any jualickdministrative or investigative proceeding iniei 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, inteagst and market prices. Market risk is
potential loss arising from changes in market ratebsmarket prices. We employ established pol@aiebpractices to manage these risks.
Foreign exchange option and forward contracts segl tio hedge anticipated exposures or mitigate sxsng exposures subject to foreign
exchange risk as discussed below. We have notrieslly, nor do we currently, hedge our short-téenvestment portfolio. We do not consider
our cash and cash equivalents to be exposed tificign interest rate risk because our cash ant egsivalent portfolio consists of highly
liquid investments with original maturities of tlerenonths or less. We also do not currently hedgenauket price risk relating to our equity
investments. Further, we do not enter into denestior other financial instruments for trading peculative purposes.

Foreign Currency Exchange Rate Risk

Cash Flow Hedging ActivitiesFrom time to time, we hedge a portion of our ifgmecurrency risk related to forecasted foreignrency-
denominated sales and expense transactions bygsimghoption contracts that generally have maagitif 15 months or less. These
transactions are designated and qualify as caghhémiges. The derivative assets associated withexging activities are recorded at fair
value in other current assets in our Condenseddlidased Balance Sheets. The effective portionaifig or losses resulting from changes in
fair value of these hedges is initially reporteet, of tax, as a component of accumulated other celngmsive income in stockholders’ equity
and subsequently reclassified into net revenugerating expenses, as appropriate in the period wieeforecasted transaction is recorded.
The ineffective portion of gains or losses resgltirom changes in fair value, if any, is reporteagach period in interest and other income, net,
in our Condensed Consolidated Statements of OpesatDur hedging programs are designed to redut&dnot entirely eliminate, the
impact of currency exchange rate movements in nigamd operating expenses. As of June 30, 2008adéoreign currency option contracts
to purchase approximately $7 million in foreignreuncies and to sell approximately $224 million afefign currencies. As of June 30, 2008,
these foreign currency option contracts outstantiad) a total fair value of $3 million, includeddther current assets.

Balance Sheet Hedging Activiti. We use foreign exchange forward contracts togaié foreign currency risk associated with foreign-
currency-denominated assets and liabilities, prilgnartercompany receivables and payables. The &odwcontracts generally have a
contractual term of three months or less and aresticted near month-end. Our foreign exchange fdreantracts are not designated as
hedging instruments under SFAS No. 133 and areusted for as derivatives whereby the fair valuéhefcontracts are reported as other
current assets or other current liabilities in @endensed Consolidated Balance Sheets, and gairiesaes from changes in fair value are
reported in interest and other income, net. Thagyand losses on these forward contracts genefédigt the gains and losses on the underl
foreign-currency-denominated assets and liabilitisch are also reported in interest and otheonme, net, in our Condensed Consolidated
Statements of Operations. In certain cases, theiahud such gains and losses will significantlyfeliffrom the amount of gains and losses
recognized on the underlying foreign currency deinated asset or liability, in which case our resultll be impacted. As of June 30, 2008,
had forward foreign exchange contracts to purchasesell approximately $313 million in foreign emcies. Of this amount, $223 million
represented contracts to sell foreign currenciexahange for U.S. dollars, $7 million to sell figrecurrencies in exchange for British pounds
sterling and $83 million to purchase foreign cucien in exchange for U.S. dollars. The fair valieur forward contracts was immaterial as
June 30, 2008.

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

Notwithstanding our efforts to mitigate some foreiurrency exchange rate risks, there can be noasse that our hedging activities v
adequately protect us against the risks assoc@tadoreign currency fluctuations. As of June 2008, a hypothetical adverse foreign
currency exchange rate movement of 10 percent petéent would have resulted in a potential loggiinvalue of our option contracts used in
cash flow hedging of $3 million in both scenaridshypothetical adverse foreign currency exchange movement of 10 percent or 15 percent
would have resulted in potential losses on our &odicontracts used in balance sheet hedging ofrli8n and $40 million, respectively, as
June 30, 2008. This sensitivity analysis assunpgallel adverse shift of all foreign currency excbe rates against the U.S. dollar; however,
all foreign currency exchange rates do not alwagsenin the same direction. Actual results may diffaterially.
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Interest Rate Risk

Our exposure to market risk for changes in interasts relates primarily to our short-term invesitrgortfolio. We manage our interest rate
risk by maintaining an investment portfolio genbrabnsisting of debt instruments of high crediality and relatively short maturities.
However, because short-term securities maturevelatquickly and are required to be reinvestethatthen current market rates, interest
income on a portfolio consisting of short-term séms is more subject to market fluctuations tlagportfolio of longer term securities.
Additionally, the contractual terms of the secestdo not permit the issuer to call, prepay ormifse settle the securities at prices less tha
stated par value of the securities. Our investmargseld for purposes other than trading. Alsode@ot use derivative financial instruments
in our short-term investment portfolio.

As of June 30, 2008 and March 31, 2008, our slominvestments were classified as available-feg-aad, consequently, recorded at fair
market value with unrealized gains or losses reguftom changes in fair value reported as a sepa@mponent of accumulated other
comprehensive income, net of any tax effects,anldtolders’ equity. Our portfolio of short-term Estments consisted of the following
investment categories, summarized by fair valuefdsine 30, 2008 and March 31, 2008 (in millions):

As of As of
June 30 March 31

2008 2008
U.S. agency securitie $ 28t $ 26€
Corporate bond 22t 231
U.S. Treasury securitie 178 161
Asse-backed securitie 5C 64
Commercial pape 12 12
Total shor-term investment $ 74¢ $ 734

Notwithstanding our efforts to manage interest resties, there can be no assurance that we wildeg@ately protected against risks associ
with interest rate fluctuations. At any time, arghehange in interest rates could have a signifizapact on the fair value of our investment
portfolio. The following table presents the hypdita& changes in fair value in our short-term irtvesnt portfolio as of June 30, 2008, arising
from potential changes in interest rates. The modeechnique estimates the change in fair valomfimmediate hypothetical parallel shifts in
the yield curve of plus or minus 50 basis poinBRS”), 100 BPS, and 150 BPS.

Valuation of Securitie Fair Value Valuation of Securitie
Given an Interest Ra as of Given an Interest Ra
(In millions) Decrease of X Basis Poir June 30 Increase of X Basis Poin

(150 BPS (100 BPS (50 BPS) 2008 50 BPS 100 BPS 150 BPS
U.S. agency securitie $ 29¢ $ 29¢ $ 291 $ 28¢ $ 28¢ $ 28¢ $ 281
Corporate bond 22¢ 22¢ 22¢€ 22t 224 228 221
U.S. Treasury securitie 177 17¢€ 174 17z 171 16¢ 16¢€
Asse-backed securitie 50 50 50 5C 49 49 49
Commercial pape 12 12 12 12 12 12 12
Total shor-term investment $ 764 $ 75¢ $ 75: $ T4¢ $ T4z $ T3¢ $ 731

Market Price Risk

The value of our equity investments in publiclydied companies is subject to market price volatditg foreign currency risk for investments
denominated in foreign currencies. As of June 8082and March 31, 2008, our marketable equity séesiwere classified as available-for-
sale and, consequently, were recorded in our Casdke@onsolidated Balance Sheets at fair markeewaith unrealized gains or losses
reported as a separate component of accumulated @imprehensive income, net of any tax effectstookholders’ equity. The fair value of
our marketable equity securities was $732 milliod &729 million as of June 30, 2008 and March 8D82 respectively. In the three months
ended June 30, 2008, we recognized an other-timapetery impairment loss of $5 million.
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At any time, a sharp change in market prices iniougstments in marketable equity securities ctnalde a significant impact on the fair value
of our investments. The following table presentpdtietical changes in the fair value of our maret@quity securities as of June 30, 2008,

arising from changes in market prices plus or mhipercent, 50 percent and 75 percent.

Valuation of Securities Give Fair Value Valuation of Securities Give
an X Percentage Decree as of an X Percentage Increa
(In millions) in Each Stoc’s Market Price June 30 in Each Stoc’s Market Price
(75%) (50%) (25%) 2008 25% 50% 75%
Marketable equity securitie $ 18: $ 36€ $ 54¢ $ 73 $ 91f $ 1,09¢ $ 1,281
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Item 4. Controls and Procedures
Definition and limitations of disclosure controls

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

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

Evaluation of disclosure controls and procedures

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

Changes in internal control over financial reportim
During the quarter ended June 30, 2008, no chasgmsred in our internal control over financial oeging that materially affected, or are
reasonably likely to materially affect, our intelreantrol over financial reporting.
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

We are subject to claims and litigation arisinghia ordinary course of business. We do not belibaeany liability from any reasonably
foreseeable disposition of such claims and litmatindividually or in the aggregate, would havaaterial adverse effect on our consolidated
financial position or results of operations.

Iltem 1A: Risk Factors

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

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

We derive most of our revenue from the sale of petgifor play on video game hardware systems (whiglalso refer to as “platforms”)
manufactured by third parties, such as Sony’s R&idh 2, PLAYSTATION 3 and PlayStation Portableichdsoft’'s Xbox 360 and Nintendo’s
Wii and DS. The success of our business is drimdarge part by the commercial success and adequptsy of these video game hardware
systems, our ability to accurately predict whicktsyns will be successful in the marketplace, ardhbility to develop commercially
successful products for these systems. We must prakleict development decisions and commit signiicasources well in advance of
anticipated product ship dates. A platform for viihiee are developing products may not succeed orlragg a shorter life cycle than
anticipated. If consumer demand for the systemsvfach we are developing products is lower thanepectations, our revenue will suffer,
we may be unable to fully recover the investmergshave made in developing our products, and oantiial performance will be harmed.
Alternatively, a system for which we have not dedosignificant resources could be more succedsdul tve had initially anticipated, causing
us to miss out on meaningful revenue opportunities.

Our industry is cyclical, driven by the transition from older video game hardware systems to new one&s we continue to move through
the current cycle, our operating results may be valtile and difficult to predict.

Video game hardware systems have historically Hifd aycle of four to six years, which causes ¥iteo game software market to be cyclical
as well. The current cycle began with Microsoftisihch of the Xbox 360 in 2005, and continued in62@Ben Sony and Nintendo launched
their next-generation systems, the PLAYSTATION 8 &me Wii, respectively. During fiscal 2008, thestimled base of each of these systems
continued to expand and, as a result, sales gbrmalucts for these systems have also increasetlisignly. At the same time, however,
demand for video games for prior-generation systgaicularly the original Xbox and the Nintendar@eCube, has declined significantly.
Although we expect to continue developing and mi@mgenew titles for the prior-generation PlayStatin fiscal 2009, we only expect to
release one title for the original Xbox and naestfor the Nintendo GameCube. As a result, we eéxqpecsales of video games for prior-
generation systems to continue to decline. Thardeah prior-generation product sales, particuldinly PlayStation 2, may be greater or faster
than we anticipate, and sales of products for #ve platforms may be lower or increase more slowintwe anticipate. Moreover, we expect
development costs for the new video game systerogritinue to be greater on a per-title basis trereldbpment costs for prior-generation
video game systems. As a result of these factaringithe next several quarters, we expect ouraipey results to be more volatile and
difficult to predict, which could cause our stodkcp to fluctuate significantly.

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

Our business is highly seasonal, with the highmstls of consumer demand and a significant pergerdfour sales occurring in the December
guarter. In addition, we seek to release many ofooducts in conjunction with specific events,sas the release of a related movie or the
beginning of a sports season or major sporting teViewe miss these key selling periods for anysmg including product delays or delayed
introduction of a new platform for which we havevdped products, our sales will suffer disproporétely. Likewise, if a key event to which
our product release schedule is tied were to beyddlor cancelled, our sales would also sufferrdsmrtionately. Our ability to meet product
development schedules is affected by a
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number of factors, including the creative procedseslved, the coordination of large and sometirgesgraphically dispersed development
teams required by the increasing complexity ofmaducts and the platforms for which they are dewedtl, and the need to fine-tune our
products prior to their release. We have experigmgyelopment delays for our products in the palsich caused us to push back release ¢
In the future, any failure to meet anticipated prctibn or release schedules would likely resuli mhelay of revenue and/or possibly a
significant shortfall in our revenue, increase davelopment expense, harm our profitability, angseaour operating results to be materially
different than anticipated.

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

Competition in our industry is intense and we expesv competitors to continue to emerge in the éthtates 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 offered loy competitors may take a larger share of conswpending than we anticipate, which could
cause revenue generated from our products andcserta fall below expectations. If our competitdeselop more successful products or
services, offer competitive products or servicdewaer price points or based on payment modelsgied as offering a better value proposi
(such as pay-for-play or subscription-based mogdelsf we do not continue to develop consistehilyh-quality and well-received products
and services, our revenue, margins, and profitghilill decline.

We have recently reorganized our business and opdiag structure. We may encounter a variety of issugin connection with the
reorganization that could negatively impact our opeating results, financial condition and ability to report our financial results.

In an effort to streamline our internal decisionking processes, improve our global focus, and acatd the process of bringing new ideas to
market, we have reorganized our business into akmew divisions, including four new labels. Thenganization presents a number of
ongoing operational challenges, which, if not sssédly managed, could cause our operating retubsffer in the near-term and/or delay or
inhibit the anticipated benefits of the reorgarizat Implementing any reorganization necessarifuies time and focus from all levels of the
organization — time and focus that may be takerydween other business needs. For example, as oploges assume new responsibilities
under the new structure, their responsibilitiesarrttie old structure may not be successfully régass or adequately addressed, which could
result in operational problems that negatively iotpaur financial condition and operating resultsnifarly, as our employees’ roles and
responsibilities change in a new structure, itdsgible that we could experience a greater loggypersonnel than we have historically.

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

Rapid technology changes in our industry requireowenticipate, sometimes years in advance, wkichrtologies we must implement and take
advantage of in order to make our products andces\competitive in the market. Therefore, we Ugushrt our product development with a
range of technical development goals that we hofretable to achieve. We may not be able to achifese goals, or our competition may be
able to achieve them more quickly and effectivalgrt we can. In either case, our products and vy be technologically inferior to our
competitors’, less appealing to consumers, or Hbthe cannot achieve our technology goals wittie original development schedule of our
products and services, then we may delay theiasel@ntil these technology goals can be achievieidhwnay delay or reduce revenue and
increase our development expenses. Alternativedymay increase the resources employed in reseadctievelopment in an attempt to
accelerate our development of new technologieseetb preserve our product or service launch sdieest to keep up with our competition,
which would increase our development expenses.

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

In order to publish products for a video game systech as the Xbox 360, PLAYSTATION 3 or Wii, we shitake a license from the
manufacturer, which gives it the opportunity to thet fee structure that we must pay in order tdiphlgames for that platform. Similarly,
certain manufacturers have retained the flexibititghange their fee structures, or adopt diffefeatstructures for online gameplay and other
new features for their consoles. The control tlatiivare manufacturers have over the
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fee structures for their platforms and online asazsild adversely impact our costs, profitabilitganargins. Because publishing products for
video game systems is the largest portion of ogirass, any increase in fee structures would sogmifly harm our ability to generate reven
and/or profits.

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

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

We also require compatibility code and the conséMicrosoft, Sony and Nintendo in order to inclualdine capabilities in our products for
their respective platforms. As online capabilifiesvideo game systems become more significantrddiaft, Sony and Nintendo could restrict
the manner in which we provide online capabilif@sour products. If Microsoft, Sony or Nintenddused to approve our products with online
capabilities or significantly impacted the finardderms on which these services are offered tacastomers, our business could be harmed.

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

Many of our products are based on or incorporatdléctual property owned by others. For example,EBA SPORTS products include rights
licensed from major sports leagues and playergi@asons. Similarly, many of our other hit fransés, such as The Godfather, Harry Potter
and Lord of the Rings, are based on key film atedtdry licenses. In addition, one of our most sasfiéd products in fiscal 200&ock Band

was a game which we did not develop but for whiehhad acquired distribution rights. Competitiontfugse licenses and rights is intense. If
we are unable to maintain these licenses and rarhibtain additional licenses or rights with sfgr@nt commercial value, our revenues and
profitability will decline significantly. Competitin for these licenses may also drive up the adwmerantees and royalties that we must pay
to licensors and developers, which could signifilyaimcrease our costs and reduce our profitability

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

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

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

The market for technical, creative, marketing atiteopersonnel essential to the development antlatiag of our products and management
of our businesses is extremely competitive. Outileaposition within the interactive entertainmamtustry makes us a prime target for
recruiting of executives and key creative taleinivé cannot successfully recruit and retain the leyges we need, or replace key employees
following their departure, our ability to developcdamanage our business will be impaired.
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Acquisitions, investments and other strategic traractions could result in operating difficulties, diltion to our investors and other
negative consequences.

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

(i) acquisitions of companies, businesses, inteliE@roperties, and other assets, (i) minorityestments in strategic partners, and (iii)
investments in new interactive entertainment bissiae (for example, online and mobile games). Arthede strategic transactions could be
material to our financial condition and resultopkrations. Although we regularly search for oppoittes to engage in strategic transactions,
we may not be successful in identifying suitablpaunities. We may not be able to consummate piateacquisitions or investments or an
acquisition or investment we do consummate mayenbtance our business or may decrease rather ttra@age our earnings. The process of
acquiring and integrating a company or businessuocessfully exploiting acquired intellectual pedy or other assets, could divert a
significant amount of resources as well as our gameent’s time and focus and may create unforesperating difficulties and expenditures,
particularly for a large acquisition. Additionaskis and variations of the foregoing risks we faduide:

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

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

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

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

. Potential impairment charges incurred to write dakecarrying amount of intangible assets generasesi result of an acquisitic

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

. Significant accounting charges resulting fromdbenpletion and integration of a sizeable acquisiind increased capital
expenditures

. Significant acquisitio-related accounting adjustments, particularly retato an acquired compe’'s deferred revenue, that may ca
reported revenue and profits of the combined compame lower than the sum of their st-alone revenue and profit

. The possibility that the combined company wouwdt achieve the expected benefits, including anicegated operating and product
synergies, of the acquisition as quickly as ansitagd,

. The possibility that the costs of, or operationfiallties arising from, an acquisition would beegter than anticipate

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

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

Future acquisitions and investments could alsolie/the issuance of our equity and equity-linkecusities (potentially diluting our existing
stockholders), the incurrence of debt, contingiailities or amortization expenses, write-offsgmiodwill, intangibles, or acquired in-process
technology, or other increased cash and non-cgstnees such as stock-based compensation. Any fdrdgpoing factors could harm our
financial condition or prevent us from achievingormvements in
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our financial condition and operating performarita tould have otherwise been achieved by us tena-slone basis. Our stockholders may
not have the opportunity to review, vote on or aa# future acquisitions or investments.

If patent claims continue to be asserted against ysze may be unable to sustain our current businesaodels or profits, or we may be
precluded from pursuing new business opportunitieén the future.

Many patents have been issued that may apply telyvigsed game technologies, or to potential new moftldslivering, playing or monetizir
game software products. For example, infringemkitns under many issued patents are now beingtadsagainst interactive software or
online game sites. Several such claims have besemtad against us. We incur substantial expensegailuating and defending against such
claims, regardless of the merits of the claimghmevent that there is a determination that we fiafvinged a thirdparty patent, we could inc
significant monetary liability and be preventednfrasing the rights in the future, which could négdy impact our operating results. We may
also discover that future opportunities to prouigsv and innovative modes of game play and gameetglio consumers may be precluded by
existing patents that we are unable to licenseeasanable terms.

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

Many of our products include extremely realistiaghical images, and we expect that as technologymeees to advance, images will become
even more realistic. Some of the images and ottveteat are based on reabrld examples that may inadvertently infringe uploa intellectua
property rights of others. Although we believe tivat make reasonable efforts to ensure that ourystsdaio not violate the intellectual prope
rights of others, it is possible that third partstii may claim infringement. From time to timegweceive communications from third parties
regarding such claims. Existing or future infringarhclaims against us, whether valid or not, magirbe consuming and expensive to defend.
Such claims or litigations could require us to stefling the affected products, redesign thoseyrtzdto avoid infringement, or obtain a
license, all of which would be costly and harm business.

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

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

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

Legislation is continually being introduced thatynadfect both the content of our products and thetribution. For example, data and
consumer protection laws in the United States amie impose various restrictions on our web sikésse rules vary by territory although
Internet recognizes no geographical boundarieseiGQtbuntries, such as Germany, have adopted layuateng content both in packaged
games and those transmitted over the Internetitieagtricter than current United States laws. éhUhited States, the federal and several state
governments are continually considering conterttict®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 thealddeel, that prohibits the sale of certain
games .g., violent games or those with “M (Mature)” or “A@dqults Only)” ratings) to minors. Any one or morktbese factors could harm
our business by limiting the products we are ablefter to our customers, by limiting the size lo¢ {potential market for our products, and by
requiring costly additional differentiation betwegroducts for different territories to address vwagyregulations.

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

Throughout the history of our industry, many vidgones have been designed to include certain hicloi@ient and gameplay features that are
accessible through the use of in-game cheat cadather technological means that are intended baece the gameplay experience. However,
in several recent cases, hidden content or feahaes been found to be included in other publishEmlucts by an employee who was not
authorized to do so or by an outside developerauitithe knowledge of the publisher. From time toetj some hidden content and features
have contained profanity, graphic violence and atxexplicit or otherwise objectionable material.a few cases, the Entertainment Software
Ratings Board (“ESRB”) has reacted to discoverfdsdden content and features by reviewing thengathat was originally assigned to the
product, requiring the
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publisher to change the game packaging and/ordfittie publisher. Retailers have on occasion redotéte discovery of such hidden content
by removing these games from their shelves, refusirsell them, and demanding that their publishecept them as product returns. Likew
consumers have reacted to the revelation of hiddatent by refusing to purchase such games, demguneliunds for games they’ve already
purchased, and refraining from buying other gamdsighed by the company whose game contained tleetadnable material.

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

to occur, our business and financial performanegdcbe significantly harmed.

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

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

Our international net revenue is subject to curreng fluctuations.

For the three months ended June 30, 2008, intemethet revenue comprised 47 percent of our tetatevenue. We expect foreign sales to
continue to account for a significant portion of total net revenue. Such sales may be subjeciggpected regulatory requirements, tariffs
and other barriers. Additionally, foreign sales parienarily made in local currencies, which may flumte against the U.S. dollar. We use for:
exchange forward contracts to mitigate some foreigmency risk associated with foreign currencyateimated assets and liabilities (primarily
certain intercompany receivables and payables)famm, time to time, foreign currency option contsato hedge foreign currency forecasted
transactions (primarily related to a portion of tegenue and expenses denominated in foreign ayigenerated by our operational
subsidiaries). However, these activities do ndyfptotect us from foreign currency fluctuationgdanan themselves, result in losses.
Accordingly, our results of operations, includingr eeported net revenue and net income, and fiahnondition can be adversely affected by
unfavorable foreign currency fluctuations, partésiy the Euro, British pound sterling and Canadiahar.

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

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

We are also required to estimate what our tax abbgs will be in the future. Although we believerdax estimates are reasonable, the
estimation process and applicable laws are inhigrantertain, and our estimates are not bindingaarauthorities. The tax laws’ treatment of
software and internet-based transactions is péatiguuncertain and in some cases ill-suited torassi these kinds of transactions. Apart from
an adverse resolution of these uncertainties, fhecteve tax rate also could be adversely affedtg@ur profit level, by changes in our business
or changes in our structure resulting from thegenization of our business and operating structiranges in the mix of earnings in countries
with differing statutory tax rates, changes in ¢fhections we make, or changes in applicable tas laswvell as other factors. Further, our tax
determinations are regularly subject to audit byaathorities and developments in those auditsdcadlersely affect our income tax provisi
Should our ultimate tax liability exceed our estiega our income tax provision and net income s tasuld be materially affected.
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We incur certain tax expenses that do not declinpgrtionately with declines in our consolidated-peix income or loss. As a result, in
absolute dollar terms, our tax expense will hageeater influence on our effective tax rate at Iolegels of pre-tax income or loss than higher
levels. In addition, at lower levels of pre-taxadnge or loss, our effective tax rate will be moréatite.

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

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

As we expand our international operations, adopt meducts and new distribution models, implemédratnges to our operating structure or
undertake intercompany transactions in light ofngliag tax laws, expiring rulings, acquisitions and current and anticipated business and
operational requirements, our tax expense couléase. For example, in the fourth quarter of fi46, we repatriated $375 million under
American Jobs Creation Act of 2004. As a resultraegnized an additional one-time tax expenseaaf 2006 of $17 million.

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

As a result of the enactment of the Sarbanes-Oxé&yand the review of accounting policies by theCShd national and international
accounting standards bodies, the frequency of adttwupolicy changes may accelerate. For exam@&B-Interpretations No. 48 has affec
the way we account for income taxes and has haaterial impact on our financial results. In additiour adoption of SFAS

No. 141(R) will have a material impact on our Comskd Consolidated Financial Statements for matacgliisitions consummated af

March 28, 2009. Similarly, changes in accountiragndards relating to stock-based compensation egsito recognize significantly greater
expense than we had been recognizing prior todbptaon of the new standard. Likewise, policiegefing software revenue recognition have
and could further significantly affect the way wecaunt for revenue related to our products andicesyFor example, we expect a more
significant portion of our games will be online-bfed in the future and we could be required to geée the related revenue over an extended
period of time rather than at the time of salewssenhance, expand and diversify our business ardlipt offerings, the application of existi
or future financial accounting standards, partidulthose relating to the way we account for reveand taxes, could have a significant adv
effect on our reported results although not necégsm our cash flows.

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

During the three months ended June 30, 2008, ajpppadely 70 percent of our United States sales weade to seven key customers. In
Europe, our top ten customers accounted for apmabely 27 percent of our sales in that territoryiry the three months ended June 30, 2008.
Worldwide, we had direct sales to two customers|-Mat Stores Inc. and GameStop Corp., which regmtesd approximately 14 percent and
12 percent, respectively, of total net revenudHlerthree months ended June 30, 2008. Though odupts are available to consumers through
a variety of retailers, the concentration of ouesan one, or a few, large customers could leaalghort-term disruption in our sales if one or
more of these customers significantly reduced theichases or ceased to carry our products, arid otake us more vulnerable to collection
risk if one or more of these large customers becamable to pay for our products. Additionally, seceivables from these large customers
increase significantly in the December quartehay stock up for the holiday selling season. Alging such a large portion of our total net
revenue concentrated in a few customers could ezducnegotiating leverage with these customers.

Our products are subject to the threat of piracy aml unauthorized copying, which could negatively impat our growth and future
profitability.

Software piracy is a persistent problem, partidylar countries where laws are less protectiventéliectual property rights. The global
expansion of organized pirate operations, the figraliion of technology designed to circumvent thetgrtion measures we use in our products,
the availability of broadband access to the Inteamel the ability to download pirated copies
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of our games from various Internet sites and thinqueer-to-peer channels, and the widespread matide of Internet cafes using pirated
copies of our products, all have contributed toaing and expanding piracy. Though we take legaltantnical steps to make the unauthor
copying and distribution of our products more diffit, as do the manufacturers of consoles on whictgames are played, these efforts may
not be successful in controlling the piracy of puwducts. These factors could have a negativetedfeour growth and profitability in the
future.

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

The market price of our common stock historicalys lbeen, and we expect will continue to be, sulbjesignificant fluctuations. These
fluctuations may be due to factors specific toinslgding those discussed in the risk factors alas/evell as others not currently known to us
or that we currently do not believe are materialchanges in securities analysts’ earnings estisnait ratings, to our results or future financial
guidance falling below our expectations and analystd investors’ expectations, to factors affegtime entertainment, computer, software,
Internet, media or electronics industries, to daility to successfully integrate any acquisitions may make, or to national or international
economic conditions.
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Iltem 6. Exhibits

The following exhibits (other than exhibits 32.1d&82.2, which are furnished with this report) akedfas part of, or incorporated by
reference into, this report:

Exhibit
Number  Title

10.1 Fifth Omnibus Amendment (2000 Transaction), datedfalune 9, 2008 among Electronic Arts Redwood LALI essee,
Electronic Arts Inc., as Guarantor, SELCO ServicepOration (doing business in California as “OhBLEO Service
Corporation”), as Lessor, the Various Liquidity Barparty thereto, as Liquidity Banks, and KeyBardtibhal Association, as
Agent.

10.2 Fifth Omnibus Amendment (2001 Transaction), datedfalune 9, 2008 among Electronic Arts Redwood A<l essee,
Electronic Arts Inc., as Guarantor, SELCO ServiogpOration (doing business in California as “OhlELEO Service
Corporation”), as Lessor, the Various Liquidity Barparty thereto, as Liquidity Banks, The Bank a@ividl Scotia, as
Documentation Agent and KeyBank National Associates Agent

10.3 Form of Performanc«-Based Restricted Stock Unit Agreement. (*)

15.1 Awareness Letter of KPMG LLP, Independent Registéteblic Accounting Firm

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

31.2 Certification of Executive Vice President, Chieh&ncial Officer pursuant to Rule 1-14(a) of the Exchange Act, as adop
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

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

32.2 Certification of Executive Vice President, Chieh&ncial Officer pursuant to Section 906 of the Sag-Oxley Act of 2002

* Management contract or compensatory plan or arraege
(1) Incorporated by reference to exhibit filed with Rtigan’s Current Report on Forn-K, filed May 21, 2008
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SIGNATURE

Pursuant to the requirements of the Securities &xg Act of 1934, the Registrant has duly causisdé¢iport to be signed on its behalf by the
undersigned thereunto duly authorized.

ELECTRONIC ARTS INC

(Registrant

/s/ Eric F. Browr
DATED: Eric F. Brown
August 4, 200¢ Executive Vice Presider

Chief Financial Office
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EXHIBIT
NUMBER

ELECTRONIC ARTS INC.
FORM 10-Q
FOR THE PERIOD ENDED JUNE 30, 2008

EXHIBIT INDEX

EXHIBIT TITLE

10.1

10.2

15.1

311

31.2

Fifth Omnibus Amendment (2000 Transaction), datedfalune 9, 2008 among Electronic Arts Redwood A<l esset
Electronic Arts Inc., as Guarantor, SELCO ServicepOration (doing business in California as “OhBLEO Service
Corporation”), as Lessor, the Various Liquidity Barparty thereto, as Liquidity Banks, and KeyBardtibhal Association, as
Agent.

Fifth Omnibus Amendment (2001 Transaction), datedfalune 9, 2008 among Electronic Arts Redwood LA<] esset¢
Electronic Arts Inc., as Guarantor, SELCO ServicepOration (doing business in California as “OhBLEO Service
Corporation”), as Lessor, the Various Liquidity Barparty thereto, as Liquidity Banks, The Bank @ivid Scotia, as
Documentation Agent and KeyBank National Associatas Agent

Awareness Letter of KPMG LLP, Independent Registéreblic Accounting Firm

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

Certification of Executive Vice President, Chieh&ncial Officer pursuant to Rule 13a-14(a) of tixelange Act, as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

Additional exhibits furnished with this repo

32.1

32.2

Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 2002

Certification of Executive Vice President, Chieh&ncial Officer pursuant to Section 906 of the &agi-Oxley Act of 2002
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Exhibit 10.1

FIFTH OMNIBUS AMENDMENT

Dated as of June 9, 2008

Among

ELECTRONIC ARTS REDWOOD LLC,
as Lessee,

ELECTRONIC ARTSINC.,
as Guarantor,

SELCO $%RVICE CORPORATION

(doing business in California as “Ohio SELCO Sesv@@orporation”),
as Lessor,

THE VARIOUS LIQUIDITY BANKS PARTY HERETQ,
as Liquidity Banks,

and

KEYBANK NATIONAL ASSOCIATION,
as Agent




FIFTH OMNIBUS AMENDMENT

This HTH OMNIBUS AMENDMENT (this “Amendment” ) is entered into as of June ___ , 2008 arr
ELECTRONIC ARTS REDWOOD LLC , a Delaware limited liability company, as keg (the‘Lessee” ); ELECTRONIC
ARTS INC. , a Delaware corporation, as Guarantor (Gearantor” ); SELCO &RVICE CORPORATION, an Ohic
corporation (doing business in California as “O8BLCO Service Corporation”), as Lessor (thessor” ); each of th
liquidity banks party hereto (each;laquidity Bank” or, sometimes referred to asRurchaser” and collectively, th
“Liquidity Banks” or sometime referred to as tffeurchasers”); and KEYBANK NATIONAL ASSOCIATION, as Ager
(the“Agent” ). All capitalized terms used herein without definitishall have the same meanings herein as such
are defined in Appendix A to the Participation Agmeent dated as of December 6, 2000 (as amendegleswgntec
restated or otherwise modified from time to tinteg ‘tParticipation Agreement”) among certain of the parties ps¢
hereto, and the rules of interpretation set fanthuch Appendix shall apply to this Amendment.

WITNESSETH:

VWHEREAS the parties hereto wish to amend the OperativeuBents to change the definition @@dnsolidate
EBITDAR” and add additional definitions relating tGuarantor’s proposed acquisition of Takee Interactivi
Software, Inc.; and

Now, THEREFORE in consideration of the mutual agreements contalma@in, and other good and valui
consideration, the receipt and sufficiency of whach hereby acknowledged, the parties hereto hegtee as follows:

Section 1. Amendments to Operative Documents(a) From and after the Amendment Effecate, th
definition of “Consolidated EBITDAR”contained in Appendix A to the Participation Agresrshall be and is here
amended in its entirety and restated as follows:

“Consolidated EBITDA”means, with respect to the Guarantor, the sumefdhowing, which shall t
calculated for any Fiscal Quarter on the last dhguzh Fiscal Quarter on a rolling four quarterigag) the
Guarantor’'s and its Subsidiariesbnsolidated Net Income before any extraordinagyng and deduction
interest expenses and income taxes, fiyislepreciation and amortization expenses of @warantor and i
Subsidiaries accruing during such period, fdiisthe aggregate amount of all “rentalet interest paid durir
such period by the Guarantor and its Subsidiarreteuany “synthetic lease”, pls) any capitalized intere:
plus (or minus as appropriate) (v) all pre-tpro formaadjustments included or excluded from the GHRAP
results in the Guarantor’'s Formk3relating to earnings release for such Fiscal @udiled with the SEC. Wil
respect to the Fiscal Quarter in which the Guaraatoany Subsidiary makes the Acquisition (and sghgen
Fiscal Quarters), “Consolidated EBITDAshall be calculated as of the last day of suchaFiQuarter (an
thereafter) as if the Acquisition had occurred ba first day of the rolling four quarter period lunding anc
ending with such Fiscal Quarter. Further, with ezsgo inclusion of the
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Target’s “Consolidated EBITDA” in Guarantor’s “Casiglated EBITDA” (o the extent that the first and last
of each of Guarantor’s and Target’'s most recertddFiQuarters are not respectively the same daBesgrantors
“Consolidated EBITDA” shall be calculated using fhargets most recent financial data provided at the el
the Target’s Fiscal Quarter immediately precedimgrelevant Fiscal Quarter of the Guarantor.

(b) From and after the AmendmenteEiive Date, the following definitions are herebyded (in prope
alphabetical order) to Appendix A to the ParticipatAgreement:

“Acquisition” means the acquisition of the Target, as more &élyforth in that certain Commitment
Letter dated May 9, 2008 among the Guarantor, Mor§tanley Senior Funding, Inc., Morgan Stanley
Bank, BNP Paribas, BNP Paribas Securities Corpe Bank of Nova Scotia and KeyBank National
Association.

“Target” means Take-Two Interactive Software, Inc., a Deftavearporation.

(c) From and after the AmendmentEiiive Date, the phrase “Consolidated EBITDAR{erever it appears
the Operative Documents is hereby deleted andttesp “Consolidated EBITDA” inserted in lieu thefteo

Section 2.  Representations and Warranties The Lessee and the Guarantor each herebgsegs ar
warrants to the Agent, the Purchasers and the Lésa as of the date hereof, (a) no Lease Detauliease Event
Default has occurred and is continuing, and (b)rttogifications to the Participation Agreement compéated by thi
Amendment and the other Operative Documents tolwhies a party and the transactions contemplae@by an
thereby (i) are within its respective corporatehauty and legal right, (ii) have been duly autlzed by all necesse
corporate proceedings, (iii) do not conflict withresult in any breach or contravention of any giow of law, statut
rule or regulation to which it is subject or anggment, order, writ, injunction, license or periplicable to it whic
could have a Material Adverse Effect, (iv) do nobflict with any provision of its corporate chartarbylaws of, or ar
agreement or other instrument binding upon it,d@)not require any consent, approval or authoomatf an
Governmental Authority or any other Person not gyphereto and (vi) do not result in, or require tbreation ¢
imposition of, any Lien on any of its propertieb@t than as contemplated by the Operative Documents

Section 3.  Ratification; Continuing Effectiveness.After giving effect to the amendments and agremr
contained herein, the parties hereto agree thahesastofore and herein amended, the Participatigredment, tr
Master Lease and each of the Operative Documemthi¢iing, without limitation the Master Lease anda@nty, bt
not including the Liquidity Documentation) shallntain in full force and effect and each of the agreets an
obligations contained therein (as previously amdnaled as amended hereby) is hereby ratified anfirced in al
respects. After the Amendment Effective Date, aferences to any of the Operative Documents caedain th
Operative Documents shall refer to such Operatiweuinent as amended hereby.

-2-
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Section 4.  Counterparts. This Amendment may be executed in any numbecooiterparts and by t
different parties on separate counterparts, anti sach counterpart shall be deemed to be an ofrigmaall sucl
counterparts shall together constitute one anddahee Amendment.

Section 5. Governing Law. This Amendment shall be a contract made undéiganerned by the laws of 1
State of California applicable to contracts made tabe performed entirely within such state.

Section 6.  Successors and AssigrBhis Amendment shall be binding upon the partiesetoeand the
respective successors and assigns, and shalltmtine benefit of the parties hereto, and theipeeBve successors ¢
assigns.

Section 7. Further Assurances The parties hereto shall take or cause to kent&om time to time all actic
reasonably necessary to assure that the inteheqdarties hereunder is given effect. The par@éesth shall execute a
deliver, or cause to be executed and deliveredhe¢oother parties hereto from time to time, prognpigbon reque
therefor, any and all other and further instrumehtt may be reasonably requested by any partydévecure an
deficiency in the execution and delivery of this &mdment or any other Operative Document to whichat party.

Section 8.  Effectiveness. The amendments set forth in Section 1 abovd Bhabme effective as of the d
hereof (thé’Amendment Effective Date} upon the Agens receipt of counterparts of this Amendment exetbiethe
Lessee, the Guarantor, the Agent, the Lessor antditjuidity Banks.

[Signature Pages to Follow]

-3-
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This Amendment is entered into betweerioughe uses and purposes hereinabove set fordf e date fir:

above written

Lessee:

Guarantor:

Lessor:

ELECTRONIC ARTSREDWOODLLC , a Delaware
limited liability company

By
Name
Its

ELECTRONIC ARTSINC.

By
Name
Its

SELCO $RVICE CORPORATION(doing business
in California as “Ohio SELCO Service
Corporation”)

By
Name
Its

S-1
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Agent: KEYBANK NATIONAL ASSOCIATION, as Agen

By
Name
Its

Liquidity Bank: KEYBANK NATIONAL ASSOCIATION

By
Name
Its

Liquidity Bank: BARCLAYS BANK PLC

By
Name
Its

Liquidity Bank: BNP PARIBAS LEASING CORPORATION

By
Name
Its

Liquidity Bank: THE BANK OF NOVA SCOTIA

By
Name
Its




Exhibit 10.2

FIFTH OMNIBUS AMENDMENT

Dated as of June 9, 2008
Among

ELECTRONIC ARTS REDWOODLLC,
as Lessee,

ELECTRONIC ARTSINC. ,
as Guarantor,

SELCO %RVICE CORPORATION
(doing business in California as “Ohio SELCO Sesu@orporation”),
as Lessor,
THE VARIOUS LIQUIDITY BANKS PARTY HERETQ,
as Liquidity Banks,

THE BANK OF NOVA SCOTIA,
as Documentation Agent

and

KEYBANK NATIONAL ASSOCIATION,
as Agent




FIFTH OMNIBUS AMENDMENT

This HTH OMNIBUS AMENDMENT (this “Amendment” ) is entered into as of June ___ , 2008 arr
ELECTRONIC ARTS REDWOOD LLC , a Delaware limited liability company, as keg (thé'Lessee”); ELECTRONIC
ARTS INC. , a Delaware corporation, as Guarantor (Gearantor” ); SELCO &RVICE CORPORATION, an Ohic
corporation (doing business in California as “O8BLCO Service Corporation”), as Lessor (thessor” ); each of th
liquidity banks party hereto (each;laquidity Bank” or, sometimes referred to asRurchaser” and collectively, th
“Liquidity Banks” or sometime referred to as theurchasers” ); THE BANK OF NOVA SCOTIA , as Documentatic
Agent (the “Documentation Agent”’); and KEYBANK NATIONAL ASSOCIATION , as Agent (the'Agent” ). All
capitalized terms used herein without definitioralsihave the same meanings herein as such termdedireed ir
Appendix A to the Participation Agreement datesbBduly 16, 2001 (as amended, supplemented, rdstatetherwis
modified from time to time, referred to as tHearticipation Agreement”or sometimes as th&redit Agreement”)
among certain of the parties party hereto, andubes of interpretation set forth in such Appenshall apply to thi
Amendment.

WITNESSETH:

VWHEREAS the parties hereto wish to amend the OperativeuBents to change the definition @@dnsolidate
EBITDAR” and add additional definitions relating tGuarantor’s proposed acquisition of Takee Interactivi
Software, Inc.; and

NoW, THEREFORE in consideration of the mutual agreements contalme@in, and other good and valu:
consideration, the receipt and sufficiency of whach hereby acknowledged, the parties hereto hexgtee as follows:

Section 1. Amendments to Operative Documents(a) From and after the Amendment Effecate, th
definition of “Consolidated EBITDAR”contained in Appendix A to the Participation Agresmshall be and is here
amended in its entirety and restated as follows:

“Consolidated EBITDA”means, with respect to the Guarantor, the sumefdhowing, which shall t
calculated for any Fiscal Quarter on the last dagurh Fiscal Quarter on a rolling four quarteri®ag) the
Guarantor’s and its Subsidiariesbnsolidated Net Income before any extraordinagyng and deduction
interest expenses and income taxes, fiyislepreciation and amortization expenses of @warantor and i
Subsidiaries accruing during such period, fliisthe aggregate amount of all “rentalst interest paid durir
such period by the Guarantor and its Subsidiarreteuany “synthetic lease”, pls) any capitalized intere:
plus (or minus as appropriate) (v) all pre-tpro formaadjustments included or excluded from the GHRAP
results in the Guarantor’'s Formk3relating to earnings release for such Fiscal @udiled with the SEC. Wil
respect to the Fiscal Quarter in which the Guaraatoany Subsidiary makes the Acquisition (and sghgen
Fiscal Quarters), “Consolidated EBITDAshall be calculated as of the last day of suchaFiuarter (an
thereafter) as
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if the Acquisition had occurred on the first daytbé rolling four quarter period including and emgliwith sucl
Fiscal Quarter. Further, with respect to inclusiohthe Target's “Consolidated EBITDA” in Guarantor’
“Consolidated EBITDA” (to the extent that the fietd last day of each of Guarantor’'s and Tasgetost recel
Fiscal Quarters are not respectively the same JaBsarantor's “Consolidated EBITDAShall be calculate
using the Target's most recent financial data mledi at the end of the TargetFiscal Quarter immediats
preceding the relevant Fiscal Quarter of the Guaran

(b) From and after the Amendment &ffe Date, the following definitions are herebydad (in prope
alphabetical order) to Appendix A to the ParticipatAgreement:

“Acquisition” means the acquisition of the Target, as more &élyforth in that certain Commitment
Letter dated May 9, 2008 among the Guarantor, Mor§tanley Senior Funding, Inc., Morgan Stanley
Bank, BNP Paribas, BNP Paribas Securities Corpe BaAnk of Nova Scotia and KeyBank National
Association.

“Target” means Take-Two Interactive Software, Inc., a Detavearporation.

(c) From and after the Amendment &ffe Date, the phrase “Consolidated EBITDARFHerever it appears
the Operative Documents is hereby deleted andhiresp “Consolidated EBITDA” inserted in lieu thefteo

Section 2.  Representations and Warranties The Lessee and the Guarantor each herebgsequs ar
warrants to the Agent, the Purchasers and the Léisa as of the date hereof, (a) no Lease Detauliease Event
Default has occurred and is continuing, and (b)rttogifications to the Participation Agreement comiéated by thi
Amendment and the other Operative Documents totwhiés a party and the transactions contemplat@lby an
thereby (i) are within its respective corporatehauty and legal right, (ii) have been duly autlzed by all necesse
corporate proceedings, (iii) do not conflict withresult in any breach or contravention of any giow of law, statut
rule or regulation to which it is subject or anggument, order, writ, injunction, license or peragiplicable to it whic
could have a Material Adverse Effect, (iv) do nobflict with any provision of its corporate chartarbylaws of, or ar
agreement or other instrument binding upon it,d@)not require any consent, approval or authoomatf an
Governmental Authority or any other Person not gyphereto and (vi) do not result in, or require tbreation ¢
imposition of, any Lien on any of its propertieb@t than as contemplated by the Operative Documents

Section 3.  Ratification; Continuing Effectiveness. After giving effect to the amendments and agrent
contained herein, the parties hereto agree thaheestofore and herein amended, the Participatigredment, tr
Master Lease and each of the Operative Documemthi¢iing, without limitation the Master Lease anda@nty, bt
not including the Liquidity Documentation) shallmmain in full force and effect and each of the agreets an
obligations contained therein (as previously amdnaled as amended hereby) is hereby ratified anfirced in al
respects. After the Amendment Effective Date, efiérences to any of the

-2-
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Operative Documents contained in the Operative Dmnis shall refer to such Operative Document asndet
hereby.

Section 4. Counterparts. This Amendment may be executed in any numiberoanterparts and by t
different parties on separate counterparts, anti sach counterpart shall be deemed to be an ofrigmaall sucl
counterparts shall together constitute one anddahege Amendment.

Section 5. Governing Law. This Amendment shall be a contract made uaddrgoverned by the laws
the State of California applicable to contracts enadd to be performed entirely within such state.

Section 6.  Successors and Assigns. This Amendment shall be binding upon the partiereto and th
respective successors and assigns, and shalltmtine benefit of the parties hereto, and theip@etve successors ¢
assigns.

Section 7.  Further Assurances The parties hereto shall take or cause ttaken from time to time ¢
action reasonably necessary to assure that thetiofethe parties hereunder is given effect. Theigm hereto she
execute and deliver, or cause to be executed dnebisel, to the other parties hereto from timeimoet promptly upo
request therefor, any and all other and furthetrumsents that may be reasonably requested by aty Ipareto to cut
any deficiency in the execution and delivery ostAmendment or any other Operative Document to lwhits a party.

Section 8.  Effectiveness. The amendments set forth in Section 1 aboa# Bacome effective as of the o
hereof (thé’Amendment Effective DateJ’ upon the Agens receipt of counterparts of this Amendment exetbiethe
Lessee, the Guarantor, the Agent, the Lessor anditfuidity Banks.

[Signature Pages to Follow]
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This Amendment is entered into betweerioughe uses and purposes hereinabove set fortf e date firs

above written

Lessee:

Guarantor

Lessor:

ELECTRONICARTS REDWOODLLC , a Delaware
limited liability company, as Lesst

By
Name
Its

ELECTRONIC ARTSINC.

By
Name
Its

SELCO $%RVICE CORPORATION(doing business
in California as “Ohio SELCO Service
Corporatiol”)

By
Name
Its
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Agent: KEYBANK NATIONAL ASSOCIATION

By

Name
Its

Liquidity Bank: KEYBANK NATIONAL ASSOCIATION

By

Name
Its

Liquidity Bank: BNP FARIBAS LEASING CORPORATION

By

Name
Its

Liquidity Bank: U.S. EANK NATIONAL ASSOCIATION

By

Name
Its

S-2
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Liquidity Bank and Documentation Agetl THE BANK OF NOVA SCOTIA
By

Name
Its

Liquidity Bank: BANK OF AMERICA, NATIONAL ASSOCIATION

By
Name
Its

Liquidity Bank: WELLS FARGO BANK, NATIONAL ASSOCIATION

By
Name
Its




Exhibit 15.1

Awareness Letter of KPMG LLP, Independent Registerd Public Accounting Firm

The Board of Directors
Electronic Arts Inc.:

With respect to the subject registration statementsorm S-8 (Nos. 33-66836, 33-55212, 33-5330224 B335, 33-82166, 33-61783, 333-
09683, 333-32239, 333-32771, 333-60513, 333-60833,84215, 333-39432, 333-44222, 333-67430, 33299333-107710, 333-117990,
333-120256, 33-127156, 333-131933, 333-138532,13%3-82, and 333-148596) and the registration stteéon Form S-3 (No. 33802797)
of Electronic Arts Inc., we acknowledge our awas=nef the incorporation by reference therein ofreport dated August 4, 2008 related to
our review of interim financial information includen Form 10-Q for the quarterly period ended J28e2008.

Pursuant to Rule 436 under the Securities Act 881(&he Act), such report is not considered pad tdgistration 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 .

/sl KPMG LLP

Mountain View, California
August 4, 2008
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ELECTRONIC ARTS INC.

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

[, John S. Riccitiello, certify that:
1. I have reviewed this Quarterly Report on Forn-Q of Electronic Arts Inc.

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgittde a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nkadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statements$ atéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

4.  The registrant’s other certifying officeré)d | are responsible for establishing and maiitgidisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hay

a. Designed such disclosure controls and proceduregused such disclosure controls and proceduies tesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared

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

C. Evaluated the effectiveness of the regissatisclosure controls and procedures and predéntthis report our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period covgrehis report based on
such evaluation; an

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

5.  The registrars other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financia
reporting, to the registrant’s auditors and theitacmnmittee of the registrastboard of directors (or persons performing thewedent
functions):

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

b.  Any fraud, whether or not material, thatalwes management or other employees who have #dis#gn role in the registrarg’
internal control over financial reportin

Dated: August 4, 200¢ By: /s/ John S. Riccitiello
John S. Riccitiello
Chief Executive Officer
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ELECTRONIC ARTS INC.

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

[, Eric F. Brown, certify that:

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

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

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

4.  The registrant’s other certifying officerés)d | are responsible for establishing and maimgidisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
13z-15(f) and 15-15(f)) for the registrant and hay

a.

Designed such disclosure controls and proceduresiused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared

Designed such internal control over financial réjpgr or caused such internal control over finah@aorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataroece with generally accepted accounting princjj

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

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

5.  The registrant’s other certifying officer@)d | have disclosed, based on our most recehtaian of internal control over financial
reporting, to the registrant’s auditors and theittemmmittee of the registrastboard of directors (or persons performing thewedent
functions):

a.

All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; anc

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registra’s
internal control over financial reportin
Dated: August 4, 2008 By: /s/ Eric F. Brown

Eric F. Brown
Executive Vice Presider
Chief Financial Officer
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ELECTRONIC ARTS INC.

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

In connection with the Quarterly Report of ElecimArts Inc. on Form 10-Q for the period ended J88e2008 as filed with the Securities and
Exchange Commission on the date hereof (the “R8pardohn S. Riccitiello, Chief Executive Officef Electronic Arts Inc., certify, pursuant
to 18 USC Section 1350, as adopted pursuant tooBead6 of the Sarbanes-Oxley Act of 2002 (“Sec®06”), that to my knowledge:

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

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

/s/ John S. Riccitiello

John S. Riccitiello
Chief Executive Office
Electronic Arts Inc

August 4, 2008

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

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

In connection with the Quarterly Report of ElecimArts Inc. on Form 10-Q for the period ended J88e2008 as filed with the Securities and
Exchange Commission on the date hereof (the “R8parEric F. Brown, Executive Vice President a@tief Financial Officer of Electronic
Arts Inc., certify, pursuant to 18 USC Section 13&®adopted pursuant to Section 906 of the Sasb@rkey Act of 2002 (“Section 906”), that
to my knowledge:

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

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

/sl Eric F. Browr

Eric F. Brown

Executive Vice President, Chief Financial Offit
Electronic Arts Inc

August 4, 2008

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



