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PART |

This Report contains forward-looking statements wihin the meaning of the Private Securities Litigatim Reform Act of 1995. All
statements, other than statements of historical facincluding statements regarding industry prospect and future results of operations
or financial position, made in this Report are forward looking. We use words such as “anticipate”, “bkeve”, “expect”, “intend”,
“estimate” (and the negative of any of these terms)future” and similar expressions to help identify forward-looking statements.
These forward-looking statements are subject to bursess and economic risk and reflect management’s ment expectations, and
involve subjects that are inherently uncertain andlifficult to predict. Our actual results could diff er materially. We will not
necessarily update information if any forward-looking statement later turns out to be inaccurate. Riskand uncertainties that may

affect our future results include, but are not limied to, those discussed under the heading “Risk Fas”, beginning on page 49.

ltem 1: Business
Overview

Electronic Arts develops, markets, publishes astliButes interactive software games (we sometiees to them as “titles”) that are
playable by consumers on the following devices:

«In-home video game players (such as the Sony Ritig8® 2, Microsoft Xbox® and Nintendo GameCubg — we call these players
“console”,

« Personal computers (PC

* Mobile video game players (such as the PlayStatiBo®able “PSP¥”, Game Boy® Advance and Nintendo D'%) and cellular
handset— we call thes¢ mobility” and

« Online, over the Internet and other proprietanjranhetworks
We refer to consoles, PCs, mobility and onlineeaxillvely as “platforms”.

We were initially incorporated in California in 188in September 1991, we reincorporated underathe bf Delaware. Our principal
executive offices are located near San Francisalifothia at 209 Redwood Shores Parkway, Redwodyl Cialifornia 94065 and our
telephone number is (650) 628-1500.

One of our strengths is our ability to publish matgive software games for multiple platforms. @uwducts that are designed to play on
consoles and mobile platforms are published uridense from the manufacturers of these platformsekample, Sony for the PlayStation 2
and PSP, Microsoft for the Xbox and Nintendo far Mintendo GameCube, Game Boy Advance and Nint&8)cand we pay a fee to these
platform manufacturers for technology and intellettproperty, which enables us to publish prodoatsheir platforms. We invest in the
creation of software tools to more efficiently deyegames for multiple platforms. We also make staeents in facilities and equipment that
allow us to create and edit video and audio reogslthat are used in our games. Since our inceptiehave published games for over

45 different platforms.

Our product development methods and organizatiemardeled on those used in other sectors of tregtaimtment industry. Employees
whom we call “producers” are responsible for ovenisg the development of one or more products. mteractive software games that we

develop and publish are broken down into three magtegories: (1) EA studio products, (2) co-pubilig products and (3) distribution
products.

EA Studio Products

We develop games internally at our developmentmaduction studios located near San FranciscoAmeles, Orlando (Florida), Chicago,
Vancouver, Montreal, London and Tokyo. We also geghird parties to develop games on our behatfeit own development and
production studios. We publish our EA Studio pradumder three major brands:

«EA SPORTS™ — We publish realistic sports simulation gamesairair EA SPORTS brand. Some of our recent proqudifished
under the EA SPORTS brand includadden NFL 200%professional footbal )NCAA® Football 200%collegiate football)Rugby
2005, FIFA Soccer 200!
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(professional socceBA Live 2005, NCA® March Madnes3“ 2005(collegiate basketballYiger Woods PGA TOUR 2005
(professional golf)NHL® 2005(professional hockey) arNASCAR 2005: Chase for the C(stock car racing]

«EA GAMES™ — We publish a variety of games under our EA GAME8&nd. Some of our recent products published uttder
EA GAMES brand includ8urnout® 3: Takedowf , The Lord of the Ring¥ , The Third Agév, GoldenEye: Rogue Agent, The
Sims™ 2, Need for Spee™ Underground zandMedal of Honor™ Pacific Assaul, and

«EA SPORTS BIG™ — We publish arcade-style extreme sports and riesbiffaditional sports games under our EA SPORTS Bl
brand. Some of our recent products published uthdeEA SPORTS BIG brand incluéd~L STREET 2: Unleashédtbotball), Def
Jan® Fight for NY ™ (wrestling),NBA STREET Vol. (basketball) anFIFA STREET(soccer).

Co-publishing and Distribution Products

Through our EA Partners global business unit, aentavith other game development companies that dpubkir own interactive software
games with our assistance, which we then publisitket and distribute. An example of one of our t@®-publishing products is
TimeSplitters Future Perfe®t , which was developed by Free Radical Design, aegdevelopment company located near London. We also
distribute interactive software games that are lbgeal by other companies. An example of one ofrecent distribution products &tar

Wars Knights of the Old Republic II: The Sith Lorgsiblished by LucasArts, which we distributed apdn.

Another strength of our business is that we devplopuct families (we call them “franchises”) ardumany of our products. For example,
every year we release new versions of most of BUSPORTS titles. Likewise, we have been succes#sfdéveloping, marketing, publishing
and distributing sequels to several of our EA GAM&E®S EA SPORTS BIG products. We also release ptsaatied “expansion packs” for
PC titles that provide additional content (chares;tetorylines, settings, missions) for gamesweahave previously published. For example,
we have published an expansion pabtle Sims 2: Universitywhich expands the characters, settings and gaymepthe originallhe Sims 2
game. We consider titles that iterate, sequel awspexpansion packs to be franchise titles.

Method of Delivery

The console, PC and some mobile games that wespudnle made available to consumers on a disk (ysDBl DVD or Universal Media

Disc (“UMD”) format) or a cartridge that is packagand typically sold in retail stores and througllire stores (including our own online
store). We refer to these as “packaged goods” mtsdin North America and Europe, our largest makbese packaged goods products are
sold primarily to retailers that may be mass mar&tilers (such as Wal-Mart), electronics spegistibres (such as Best Buy) or game
software specialty stores (such as GameStop). ¥enadintain a smaller business where we licensgattufacturers of products in related
industries (for example, makers of personal compude computer accessories) rights to include oeafour products with the
manufacturer’s product or offer our products tostaners who have purchased the manufacturer’s prodigccall these combined products
“OEM bundles”.

There are three ways in which we publish gamesateplayable online by consumers: (1) we publeimes that are playable only online.
One type of these online-only games is called ‘ipist state worlds” or “massively multiplayer ardigames”. Players experience these
games as interactive virtual worlds where thousandgher players can interact with one anothere&ample of our persistent state world
products idJltima Online. These persistent state world games are oftentea@dnsumers in the form of a CD or DVD that camanuch of

the software necessary to play the game onlinerAdading the game disk on their PCs, playerable to log-on to servers that we make
available in order to interact with other playdg); other types of online-only games that we pilibéiee available on the World Wide Web and
include card games, puzzle games and word gameg&dtad under our “pog® ” brand), all of which are made available to conssneerou
web site, www.pogo.com, and on certain online sewiprovided by America Online, Inc.; and (3) walude online capability features in
certain of our PC, PlayStation 2 and Xbox produstsich enable consumers to participate in onlimamanities and play against one another
via the Internet.
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Intellectual Property

Like other entertainment companies, our businebased on the creation, acquisition, exploitatiod protection of intellectual property.
Some of this intellectual property is in the forfrsoftware code, patented technology, and othémiglogy and trade secrets that we use to
develop our games and to make them run properth@platforms. Other intellectual property is ie florm of audio-visual elements that
consumers can see, hear and interact with whenatigeglaying our games — we call this form of ilgefual property “content”.

Each of our products embodies a number of sepfmates of intellectual property protection: the sedte and the content of our products are
copyrighted; our product brands and names maydaketnarks of ours or others; our products may conaices and likenesses of actors,
athletes and/or commentators (protected by pergauidicity rights) and often contain musical comifioas and performances that are also
copyrighted. Our products also may contain othetent licensed from others, such as trademark#rial characters, storylines and softw
code.

We acquire the rights to include these kinds dadliattual property in our products through liceageeements such as those with sports
leagues and player associations, movie studioparfdrming talent, music labels, music publisherd musicians. These licenses are
typically limited to use of the licensed rightsgroducts for specific time periods. In additiony puoducts that play on consoles, such as the
Sony PlayStation 2, include technology that is aivig the console manufacturer and licensed norndsix@ly to us for use. While we may
have renewal rights for some licenses, our busiardshe justification for the development of mafiyur products is dependent on our
ability to continue to obtain the intellectual pesty rights from the owners of these rights at oeasble rates.

Our products are susceptible to unauthorized capWe typically distribute our PC products usingyg@rotection technology that we
license from other companies. In addition, consamufacturers, such as Sony, typically incorposateurity devices in their consoles in an
effort to prevent unlicensed use of products. @imary protection against unauthorized use, dupticaand distribution of our products is
enforcement of our copyright and trademark intsréate typically own the copyright to the softwacele as well as the brand or title name
trademark under which our products are marketedrédyister our copyrights in the United States, mawister our significant trademarks in
multiple countries including the United States.

Market Segment

Historically, there have been multiple consoleslatée that play interactive software games likespand there has been vigorous
competition between console manufacturers. WhileySms for the past several years been the cleimdss segment leader (with its
PlayStation®and PlayStation 2 consoles), Microsoft and Ninteadplarge and viable competitors, and PCs continbe a strong interacti
game platform. We develop and publish productsrfoltiple platforms, and this diversification coni#s to be a cornerstone of our product
strategy.

We currently develop or publish products for eledéferent hardware platforms. In fiscal 2005, weéeased games designed to play on the
PlayStation 2, Xbox, Nintendo GameCube, PlayStatiy Game Boy Advance, Nokia N-Gdtye Sony PSP, Nintendo DS and the Internet.
In fiscal 2006, we plan to release games desigoepléy on the PlayStation 2, Xbox, Xbox 360, Nide GameCube, PC, Game Boy
Advance, Nokia N-Gage, Sony PSP, Nintendo DS, terthet and cellular phones (among others).

5
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Video Game Consoles

The current-generation of systems was initiatethieylaunch of Sony’s PlayStation 2 in fiscal 208id continued with the launches of the
Nintendo GameCube and Micros's Xbox in fiscal 2002. The following table detadlslect information on a sample of the console&qiats
for which we have published titles:

Year Introduced

Manufacturer Video Game Console/Platform Nam¢ in North America Medium/Product Base Technology
Segs Genesis 198¢ Cartridge 16-bit
Nintendo Super NES™ 1991 Cartridge 16-bit
Matsushite 3DO ™ |nteractive Multiplayem™ 199: Compact Disk 32-bit
Segs Saturn 199t Compact Disk 32-bit
Sony PlayStatior 199t Compact Disk 32-bit
Nintendo Nintendo 64 199¢ Cartridge 64-bit
Sony PlayStation - 200c Digital Versatile Disk 12¢€-bit
Nintendo Nintendo GameCuk 2001 Proprietary Optical Form: 12¢€-bit
Microsoft Xbox 2001 Digital Versatile Disk 12¢€-bit

PlayStation 2Sony released the PlayStation 2 console in Japitaich 2000, in North America in October 2000 améurope in November
2000. The PlayStation 2 console is a 128-bit, D\é3da system that, with a network adaptor, is letemady, as well as backward
compatible with games published for its predecegberPlayStation. We have published and are ctlyrdaveloping numerous products for
the Sony PlayStation 2.

Nintendo GameCubNintendo launched the Nintendo GameCube consalepan in September 2001, in North America in Novemzio01
and in Europe in May 2002. The Nintendo GameCubggpyames that are manufactured on a proprietdigabdisk. We have published and
are currently developing numerous products folNlreendo GameCube.

Xbox.Microsoft launched the Xbox console in North Amarin November 2001, in Japan in February 2002 aritlirope in March 2002.
The Microsoft Xbox is a 128-bit, DVD-based systdmattis Internet ready. In May 2004, we began tgetithe Xbox Live service with
features including Quickmatch, Optimatch, gamertXdpox Live friends list, voice communication ané Enessenger service. We have
published and are currently developing numeroudyzts for the Microsoft Xbox.

Mobile Video Game Platform

While Nintendo has been the leading manufacturenatfile video game platforms, Sony has recentlgrext this market with its PSP. The
following table details select information on a gdenof the mobile platforms for which we have pabéd titles:

Mobile Game Machine/ Year Introduced
Manufacturer Platform Name in North America
Nintendo Game Boy 198¢
Nintendo Game Boy Colo 199¢
Nintendo Game Boy Advanc 2001
Nokia N-Gage 200s¢
Nintendo DS 200¢
Sony PSP 200t

Nintendo DSNintendo launched the Nintendo DS in North Americ&lovember 2004, in Japan in December 2004 amdimope in March
2005. We have published several products and arently developing several more products for thetélido DS.

Sony PSPSony launched the PSP in Japan in December 200#h &fatth America in March 2005. The Sony PSP i$\MD based system.
We have published several products and are cuyrdatieloping and expect to develop numerous predoctthe Sony PSP.

6
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Online Games

To date, we have had limited success in findingsaafygenerating revenue and profits from online ggnncluding subscription fees, “pay-
to-play fees”, micro transactions and advertisingaddition, we have had limited experience withieleping optimal pricing strategies or
predicting usage patterns for our online gamesulrhistory, we have launched five persistent siatdd products with mixed results. While
we have achieved success withima Online, our other persistent state world products, mosilily The Sims Onlindhave not met our
expectations.

In fiscal 2004, we launched Club Potfg a subscription service for Pogo, offering exalagiames and premium features. We have over
800,000 paying subscribers as of March 31, 2008Barp 308,000 paying subscribers as of March 314200

Despite our limited success to date, we believedhkne capability is integral to our existing afudure products. The continued growth of
online sector of our industry will depend on thédwing key factors:

» Growing interest in multiplayer game

 Willingness by consumers to pay for online gameteat,

» Rapid innovation of new online entertainment exgreces

» Mass market adoption of broadband technolog

« Convergence of online capabilities in r-generation consoles, a

« Ability to create online products that are applieain diverse global market

Nexi-Generation Console

During the next 18 months, we expect the rgxteration of consoles to be released by MicroSafty and Nintendo. Our early investmen
products designed for play on 32 and 128-bit caessduch as the PlayStation and PlayStation 2ecésply, has been strategically important
in positioning us for the next-generation of coesoMWe believe that such investment continues impertant as the next-generation of
consoles is expected to introduce new complexgieh as Blu-ray Disk-Read Only Memory (“BD-ROM”)ddar High-Definition video
technologies. As we move through the life cyclewfrent-generation consoles, we will continue teade resources to developing games for
these consoles, while at the same time increasingneestment in tools and technologies for thetsggneration of consoles.

Competition

We compete in the entertainment industry. At thetfisndamental level, our products compete witlenfbrms of entertainment, such as
motion pictures, television and music, for theudegstime and discretionary spending of consumess bélieve that the software games
segment is best viewed as a segment of the owsrditainment market. We believe that large sotvemmpanies and media companies are
increasing their focus on the software games sepofehe entertainment market and as a result, lne@pme more direct competitors. Sev
large software companies and media companies [éigresoft and Sony) have been publishing prodtizas compete with ours for a long
time, and other diversified media/entertainment panies (e.g., Time Warner and Disney) have annaltia@r intent to significantly expand
their software game publishing efforts in the fetur

The software games business is highly competithis.characterized by the continuous introducttémew titles and the development of new
technologies. Our competitors vary in size fromyv@nall companies with limited resources to vergéa diversified corporations with

greater financial and marketing resources than. @uws business is driven by hit titles, which reguéver-increasing budgets for development
and marketing. As a result, the availability ofrsfgrant financial resources has become a majorpaiitive factor in developing and

marketing software games. Competition is also basegroduct quality and features, timing of prodwteases, brand-name recognition,
quality of in-game content, access to distributbannels, effectiveness of marketing and price.

7




Table of Contents

We currently compete with Sony, Microsoft and Nimde, each of which develop and publish softwareHeir respective console platforms.
We also compete with numerous companies whicHikeeys, licensed by the console manufactureretelbp and publish software games
that operate on their consoles. These competitatade Activision, Atari, Capcom, Eidos, Koei, Konia LucasArts, Midway, Namco, Sega,
Take-Two Interactive, THQ, Ubisoft and Vivendi Uargal Games, among others. As discussed abovesifile media companies such as
Time Warner and Disney have also indicated theégninto significantly expand their software gamélhing efforts in the future.

In addition to competing for product sales, we faeavy competition from other software game congmto obtain license agreements
granting us the right to use intellectual propéntgfuded in our products; and some of these cotiises are controlled by the diversified
media companies, which intend to expand their sarfvgame publishing divisions.

Finally, the market for our products is charactdiby significant price competition and we reguyldaice pricing pressures from our
competitors. These pressures have, from time te, tiequired us to reduce our prices on certainyarsd Our experience has been that
software game prices tend to decline once a géorrat consoles has been in the market for a sigmit period of time due to the increasing
number of software titles competing for acceptamceonsumers and the anticipation of the next-geiter of consoles.

Significant Relationships
Hardware Platform Companie

Sony.Under the terms of license agreements we entetedvith Sony Computer Entertainment of America, y@omputer Entertainment of
Europe and Sony Computer Entertainment Inc. (Japangre authorized to develop and distribute D\é3éad software products compatible
with the PlayStation 2. Pursuant to these agreesnesmt engage Sony to supply PlayStation 2 DVD®fwrproducts. Many of our

PlayStation 2 products are capable of being playgide by customers who have an online adaptorchvisi manufactured and sold by Sony.

In fiscal 2005, approximately 43 percent of our leenue was derived from sales of EA Studio gatiesgyned for play on the PlayStation 2,
compared to 44 percent in fiscal 2004. We rele2Setitles worldwide in fiscal 2005 for the Play$tat2, compared to 24 titles in fiscal 20
Our top five PlayStation 2 releases for fiscal 20@5eNeed for Speed Underground Rladden NFL 2005 FIFA Soccer 2005Burnout 3:
TakedowrandNBA LIVE 2005.

Microsoft.Under the terms of a license agreement we entatednith Microsoft, we are authorized to developl aistribute DVD-based
software products compatible with the Xbox. We malany of our games capable of being played onliaéicrosoft's Xbox Live service.
Customers are able to play these products online tirey have paid an Xbox Live subscription feMiorosoft.

In fiscal 2005, approximately 16 percent of our lenue was derived from sales of EA Studio gagesgyned for play on the Xbox,
compared to 13 percent in fiscal 2004. We rele2éetitles worldwide in fiscal 2005 for the Xbox,rapared to 21 titles in fiscal 2004. Our
top five Xbox releases for the year wé&teed for Speed Underground Rladden NFL 2005 Burnout 3: Takedown, FIFA Soccer 20&&d
NCAA Football 2005

Nintendo.Under the terms of license agreements we entetedvith Nintendo of America and Nintendo Compang.L{lapan), we are
authorized to develop and distribute proprietariioap format disk products compatible with the Nindo GameCube. Pursuant to these
agreements, we engage Nintendo to supply Ninteradoe&ube proprietary optical format disk productsoiar products.

In fiscal 2005 and 2004, approximately seven pearoour net revenue was derived from sales of EAI® games designed for play on the
Nintendo GameCube. We released 20 titles worldwidiscal 2005 for the Nintendo GameCube, companeld titles in fiscal 2004. Our tc
five Nintendo GameCube releases for the year Weed for Speed Underground Rladden NFL 2005 Harry Potter and the Prisoner of
Azkabar™ , GoldenEye: Rogue AgeahdThe Lord of the Rings, The Third Age.

8
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Content Licensors

Many of our products are based on or incorporatdi@ctual property owned by others. For example,EeA SPORTS products include rights
licensed from the major sports leagues and plaagsaciations. Similarly, many of our hit EA GAME&richises, such as James Bond, Harry
Potter and Lord of the Rings, are based on keydifr literary licenses. In fiscal 2005, we entdntd exclusive license agreements with
ESPN, the NFL, PLAYERS, Inc. (the NFL players’ agation), Collegiate Licensing Company (the licemgsauthority for NCAA football)

and the Arena Football League. In addition, we Hamg-standing, exclusive relationships with vas@ports organizations and celebrities,
including FIFA, UEFA (professional soccer), NASCARger Woods and the PGA TOUR, and, in the futwe may enter into other
exclusive relationships with other partners.

Products and Product Development

In fiscal 2005, we generated approximately 71 paroéour net revenue from EA Studio-produced patslueleased during the year as
compared to approximately 69 percent in fiscal 2@4ring fiscal 2005, we introduced 35 EA Studiities, representing 109 stock keeping
units, or SKUs, compared to 32 EA Studios titlesnprising 97 SKUs, in fiscal 2004. In fiscal 200& had 31 titles that sold over one
million units (aggregated across all platforms)figcal 2004, we had 27 titles and in fiscal 20068vad 22 titles that sold over one million
units (aggregated across all platforms). A SKU v&@sion of a title designed for play on a partcyllatform and intended for distribution i
particular territory. In fiscal 2005, we had onttetiNeed for Speed Underground Bublished on five different platforms which repeated
approximately 11 percent of our total net revemetitle represented more than 10 percent of o teet revenue in fiscal 2004 while in
fiscal 2003, we had one titlelarry Potter and the Chamber of Secrdts published on seven different platforms, whichrespnted
approximately 10 percent of our total net revenue.

The products produced by EA Studios are designddcerated by our employee designers and artistbyndn-employee software
developers (we call them “independent artists"thirtl-party developers”\We typically advance development funds to the iedeient artist
and third-party developers during development afgames, which payments are considered advancasagabsequent royalties based on
the sales of the products. These terms are typisatlforth in written agreements entered into whthindependent artists and third-party
developers.

The retail selling prices of our newly releaseddurets in North America typically range from $29189%49.99. Other titles, including re-
releases of older titles marketed as “Classics/ehatail selling prices that range from $9.99 20 9. The retail selling prices of our titles
outside of North America vary widely depending antbrs such as local market conditions.

Our goal is to maintain our position as a leadingligher of games sold for play on the current-gatien of 128-bit video game consoles and
to extend our success into the next-generatiom$éales and mobile platforms. We will continuertedast in tools and technologies designed
to facilitate development of our products for catrgeneration platforms while also investing inlsoand technologies for the next-generation
of consoles and mobile platforms. These investmamsecorded in research and development in ons@idated Statement of Operations.
We had research and development expenditures & $@8on in fiscal 2005, $511 million in fiscal 2@ and $401 million in fiscal 2003.

EA.com Web Sitt

Free ContentWe offer free games on our web site under theiotig four brands: Pogo, EA GAMES, EA SPORTS and®?ORTS BIG.
The majority of these free games are original gadessgned solely for play on our web site (andh@egames-oriented areas of America
Online, our online games partner) while some ofteeluct offerings capitalize on our existing fraises adapted for online play. As of
March 31, 2005, the online product offerings withach brand included the following:

* Pogo.We offered approximately 73 free online games utiteiPogo brand. Pogo provides players a varietseefonline games gear
towards family entertainment. The offerings included games, board games, casino games, word gaimesgames and puzzles. Tl
category leverages prize
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tournaments, community and Pogo’s strength apdilpaty in free, familiar games to significantlycrease the appeal of our online
games service to the broad consumer ma

*« EA GAMESIn fiscal 2005, four PC, three PlayStation 2 armreehXbox titles of our EA GAMES brand had onlinerggplay capability.
In addition, we provided 10 free online games onRago web site under the EA GAMES brand. The EAMES offering consists of
original arcade-style games and other original gadesigned solely for online play, suchHighstakes Poo] Command & ConquéeM :
Attack Coptel, Command & Conque™ : Armored AttaclandNeed for Spee.

« EA SPORT!andEA SPORTS BIQn fiscal 2005, six PC, 12 PlayStation 2 and 12 Xbtles of our EA SPORTS and EA SPORTS BIG
brands had online gameplay capability. In additive,provided 18 free online games on our Pogo vteluader the EA SPORTS and
EA SPORTS BIG brands. In the EA SPORTS BIG categ®8X Snowdreantsverages our SSX snowboarding franchise to form a
community of sports gamers. The EA SPORTS categongists of original games designed solely forraplay such aBebble Beach
Golf, Top Down Baseba, All-Star Football, All-Star Football Challeng, 3-Point ShowdowiandIt’s Outta Here 2.

Paid ContentIn addition to our free suite of games, we alserofivo premium pay-to-play services under the Pmgad:

« Club Pogo — our online game subscription service. To joiniCPogo, players must register and subscribe oriflagers have the
option of selecting a monthly or annual subscripfiee plan. When a player joins Club Pogo, theyetaacess to all of the games and
content they had on the free service, plus preniaatures and benefits, such as additional membdusixe games, ad-free gameplay,
an enhanced prize system and more. Club Pogo adsaps a deeper community experience through aegkplayer profiles, weekly
game challenges and member bad

* Pogc-To-Go — our downloadable games offering. A one-timedkews users to download and own a version of tfaiorite Pogo
game to play offline. The Pogo-To-Go games inclexiea features like exclusive game modes, bonwdehigh scores and enhanced
graphics & sounds. We currently offer 45 downloddaames under the Pogo-To-Go service includingrsgwriginal games, versions
of popular free Pogo games and several licended.tlh addition, we offer these downloadable gafifierings at retalil

Persistent State World Gam

We also offer premium pay-to-play persistent stateld games, such adltima Online.In order to access these premium games, the player
must purchase a CD through retail stores or thrauglonline store. After an initial free-trial ped, the player must pay a subscription fee in
order to continue playing. These persistent statddrgames are designed to appeal to avid ganesstand adults looking to participate in
massively multiplayer online games made up of fstitavorlds, characters, adventures or activitieig-or small, real or imagined.

Our EA.com web site offerings and persistent statdd games focus on targeting and serving conssitmgr
« Offering engaging and accessible online gar

« Building a community in which consumers can intémgith one another via chat, bulletin boards, esemd match-making services for
multiplayer games and other conte

« Delivering innovative content that continually emdéns, anc

« Establishing a direct relationship with each audéemember through personalization and customizatiarser experience

Marketing and Distribution

We market the products produced by our EA Studiaeuthe EA GAMES, EA SPORTS and EA SPORTS BIG dsafProducts marketed
under the EA GAMES brand typically feature challiegggames and include franchises such as Needpied The Lord of the Rings and
Medal of Honor. Products marketed under the EA SP®Brand typically simulate professional and cadiegsports and include
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franchises such as Madden NFL, FIFA Soccer and NBA. Products marketed under the EA SPORTS Bl@dbtgpically feature extreme
sports or modified traditional sports in an arcatide game and include such titlestaesf Jam Fight for NY FIFA STREETandNFL STREET
2: Unleashed.

Formerly known as Electronic Arts Distribution, daf Partners global business unit operates undariaty of deal types and structures w
the intent of generating, leveraging and/or ownittgllectual properties conceived by other develsppublishers or licensors worldwide.
Through EA Partners we provide direct developmepedise to our partners via an internal producstadf, while also making available our
publishing resources to provide sales, marketirgdistribution services on a global basis. EA Radrcurrently has relationships with
Lionhead, Crytek, Free Radical Design and Eurocomeffainment Software, among others.

EA Partners also distributes finished goods on hefi@ther publishers. These titles are develoged manufactured by other publishers and
delivered to us as completed products, for whictprewide distribution services. In fiscal 2005, alistribution partners included Capcom
and Namco.

The interactive software game business is “hitVein, requiring significantly greater expendituresrharketing and advertising of our
products. There can be no assurance that we witlmage to produce “hit” titles, or that advertisifay any product will increase sales
sufficiently to recoup those advertising expenses.

We generated approximately 95 percent of our NArtterican net revenue from direct sales to retailehe remaining 5 percent of our North
American sales were made through a limited numbspecialized and regional distributors and radibgrs in markets where we believe
direct sales would not be economical. We had dsalgts to one customer, Wal-Mart Stores, Inc., iwnépresented 14 percent of total net
revenue in fiscal 2005, 13 percent in fiscal 200d 42 percent in fiscal 2003.

Outside of North America, we derive revenues pritmdrom direct sales to retailers. Our largestifedt sales relationship is with Pinnacle in
Europe. Sales of our products through Pinnacle ropkapproximately 10 percent of our total net rexeWWe use Pinnacle to provide
logistical and collection services to our retaistamers. Under the terms of our distribution ageetwith Pinnacle, product is held by
Pinnacle on consignment until shipment to the letain addition, we authorize returns from, orcgrprotection to, retailers and are oblige
give Pinnacle the corresponding credit. In a fewwnfsmaller markets, we sell our products throdigtributors with whom we have written
agreements or informal arrangements, dependingehusiness customs of the territories.

In North America, we have stock-balancing progréon®ur PC products, which allow for the exchan§®@ products by resellers under
certain circumstances. In all of our major geogregdhmarkets, we accept product returns on our ”P@ycts and we may decide to accept
product returns or provide price protection undatain circumstances for our console products afeeanalyze inventory remaining in the
channel, the rate of inventory sell-through in ¢hannel, and our remaining inventory on hand. dtuspolicy to exchange products or give
credits, rather than give cash refunds. We actim@yitor and manage the volume of our sales téleetaand distributors and their inventol
as substantial overstocking in the distributionreied can result in high returns or the requirenfiensubstantial price protection in subseq!
periods.

The distribution channels through which our ganressald have been characterized by change, induztinsolidations and financial
difficulties of certain distributors and retailefithe bankruptcy or other business difficulties afistributor or retailer could render our
accounts receivable from such entity uncollectitdieich could have an adverse effect on our opegagsults and financial condition. In
addition, an increasing number of companies arepetimg for access to our distribution channels. &wngements with our distributors and
retailers may be terminated by either party attamg without cause. Distributors and retailers mftarry products that compete with ours.
Retailers of our products typically have a limisadount of shelf space and promotional resourcdshbg are willing to devote to the
software games category, and there is intense ditiopdor these resources. There can be no assertduat distributors and retailers will
continue to purchase our products or provide oadipcts with adequate levels of shelf space and gtiormal support.

11




Table of Contents

Inventory and Working Capital

We manage inventories by communicating with outamers prior to the release of our products, aed thsing our industry experience to
forecast demand on a product-by-product and teyritg-territory basis. We then place manufacturanders for our products that match this
forecasted demand. Historically, we have experigigh turnover of our products, and the lead tiomse-orders of our products are
generally short, approximately two to three weé&ksther, as discussed in “Marketing and Distribwoitiand in “Management’s Discussion
and Analysis of Financial Condition and Result©gpkrations”, we have practices in place with owstamers (such as stock balancing and
price protection) that reduce product returns.

International Operations

We conduct business and have wholly-owned subsdiginroughout the world, including offices in Awdia, Austria, Belgium, Brazil,
Canada, China, the Czech Republic, Denmark, Engkinthnd, France, Germany, Greece, Hungary, Itipan, the Netherlands, New
Zealand, Norway, Poland, Portugal, Singapore, SAfrica, South Korea, Spain, Sweden, Switzerlaralwhn, and Thailand. International
net revenue increased by nine percent to $1.46drhibr 47 percent of total net revenue in fis@05, compared to $1.347 billion, or

46 percent of total net revenue in fiscal 2004. @arease in international net revenue was primaliiven by sales in Europe and Asia
Pacific, including the benefit of foreign exchange.

We believe that in order to increase our salessiaAve will need to devote significant resouraehite local development talent and expand
our infrastructure, most notably, the expansion emedtion of studio facilities to develop contemtdlly for each market. In addition, we may
establish online game marketing, publishing antfitistion functions in China. As part of this segy, we may seek to partner with
established local companies through acquisitianst yentures or other similar arrangements.

The amounts of net revenue and identifiable asd&tbutable to each of our geographic regionsewh of the last three fiscal years are set
forth in Note 17 of the Notes to Consolidated FriahStatements, included in Item 8 of this report.
Manufacturing and Suppliers
The suppliers we use to manufacture our games&ahdracterized in three types:
» Manufacturing entities that press our game di
« Entities that print our game instruction bookletsd
« Entities that package the disks and printed garmsteuction booklets into the jewel cases and bogesHipping to customer

In many instances, we are able to acquire matesiaks volume-discount basis. We have multiple p@ksources of supply for most
materials, except for the disk component of ouy8tation 2, PSP and Nintendo GameCube disk prodastdiscussed in “Significant
Relationships”. We also have alternate sourcethismanufacture and assembly of most of our preddc date, we have not experienced
any material difficulties or delays in productiohour software and related documentation and paogagiowever, a shortage of compone
manufacturing delays by Sony or Nintendo, or ofaetors beyond our control could impair our abitilymanufacture, or have manufactured,
our products.

Backlog

We typically ship orders immediately upon receifi.the extent that any backlog may or may not eatithe end of a reporting period, it
would be both coincidental and an unreliable indicaf future results of any period.

Seasonality

Our business is highly seasonal. We typically eigmee our highest revenue and profits in the hglekason quarter ending in December and
a seasonal low in revenue and profits in the quartding in June. Our
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results however can vary based on title releasssdabnsumer demand for our products and shiprnebetsles, among other factors.

Employees

As of March 31, 2005, we employed approximately06, people, of whom over 3,400 were outside theddnBtates. We believe that our
ability to attract and retain qualified employegsicritical factor in the successful developmémuw products and that our future success
depend, in large measure, on our ability to comtitiuattract and retain qualified employees. Te date have been successful in recruiting
and retaining sufficient numbers of qualified persel to conduct our business successfully. We belikat our relationships with our
employees are strong. Less than four percent oéoynloyees, each of whom is employed by one oSewedish subsidiaries, are represented
by a union, guild or other collective bargaininganization.

Executive Officers

The following table sets forth information regamgliour executive officers, who are appointed by sewe at the discretion of the Board of
Directors:

Name Age Position

Lawrence F. Probst | 55 Chairman and Chief Executive Offic

Don A. Mattrick 41 President, Worldwide Studic

Warren C. Jenson 48 Executive Vice President and Chief Financial andnidstrative
Officer

V. Paul Lee 40 Executive Vice President and Chief Operating Offis®orldwide
Studios

Joel Linznel 53 Executive Vice President, Business and Legal Adi

Bruce McMillan 42 Executive Vice President, Group Studio Head, WordigwStudios

J. Russell (Rusty) Rueff, J 43 Executive Vice President, Human Resources & Fadl

Nancy L. SmitF 52 Executive Vice President and General Manager, Nantierican
Publishing

Stephen G. Beé 41 Senior Vice President, General Counsel and Corp@atretar

Gerhard Florir 46 Senior Vice President and General Manager, Europedtishing

David P. Gardne 39 Senior Vice President, International Publish

Kenneth A. Barke 38 Vice President and Chief Accounting Offic

Mr. Probst has been a director of Electronic Arts since Jani8®1 and currently serves as Chairman and Chiet&ive Officer. He was
elected as Chairman in July 1994. Mr. Probst hasipusly served as President of Electronic ArtsSasior Vice President of EA
Distribution, Electronic Arts’ distribution divisig from January 1987 to January 1991; and fromeBelpér 1984, when he joined Electronic
Arts, until December 1986, served as Vice PresidéBales. Mr. Probst holds a B.S. degree fronlthiwersity of Delaware.

Mr. Mattrick has served as President of Worldwide Studios steggember 1997. From October 1996 until Septem®@T,lhe served as
Executive Vice President, North American Studiaenk July 1991 to October 1996, he served as S#&fiver President, North American
Studios, Vice President of Electronic Arts and Exae Vice President/ General Manager for EA Canddfa Mattrick was founder and
former chairman of Distinctive Software Inc. frof@8R until it was acquired by Electronic Arts in 199

Mr. Jenson joined Electronic Arts in June 2002 as Executivee/President and Chief Financial and Administra@fficer. Before joining
Electronic Arts, he was the Senior Vice Presidet @hief Financial Officer for Amazon.com from 19@92002. From 1998 to 1999, he was
the Chief Financial Officer and Executive Vice Rdesit for Delta Air Lines. Prior to that, he workiedseveral positions as part of the
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General Electric Company. Most notably, he sense@hief Financial Officer and Senior Vice Presidentthe National Broadcasting
Company, a subsidiary of General Electric. Mr. d@nsarned his Masters of Accountancy-Business i@xand B.S. in Accounting from
Brigham Young University.

Mr. Lee has served as Executive Vice President and Chiefdlipg Officer, Worldwide Studios since August 20Brom 1998 to August
2002, he was Senior Vice President and Chief Oper&fficer, Worldwide Studios. Prior to this, herged as General Manager of EA
Canada, Chief Operating Officer of EA Canada, Chiefincial Officer of EA Sports and Vice Presiddfihance and Administration of EA
Canada. Mr. Lee was a principal of Distinctive 8@fite Inc. until it was acquired by Electronic Ainsl991. Mr. Lee holds a Bachelor of
Commerce degree from the University of British Gohia and is a Chartered Financial Analyst.

Mr. Linzner has served as Executive Vice President of LegaBarsihess Affairs since March 2005. From April 2@6March 2005, he
served as Senior Vice President of Legal and BasiAdfairs. From October 2002 to April 2004, Mrnkner held the position of Senior Vice
President of Worldwide Business Affairs and fronyi999 to October 2002, he held the position afé/President of Worldwide Business
Affairs. Prior to joining Electronic Arts in July9B9, Mr. Linzner served as outside litigation calrie Electronic Arts and several others in
the video game industry. Mr. Linzner earned his fr@m Boalt Hall at the University of CaliforniBerkeley, after graduating from Brandeis
University. He is a member of the Bar of the Stdt€alifornia and is admitted to practice in theitdd States Supreme Court, the Ninth
Circuit Court of Appeals and several United St&esrict Courts.

Mr. McMillan was named Executive Vice President of Electronis’AWorldwide Studios in June 2002. From Septeni®®9, he served as
Senior Vice President, Worldwide Studios. From 1891999, he held various senior positions withiecEonic Arts studios. Mr. McMillan
was an employee of Distinctive Software Inc. ulhtivas acquired by Electronic Arts in 1991. Mr. Mitlein holds degrees in Economics and
Computer Science from Simon Fraser University.

Mr. Rueff has served as Executive Vice President of HumaonuRess and Facilities since August 2002. From Cetdl998 to August 2002,
he served as Senior Vice President of Human RessuReior to joining Electronic Arts, Mr. Rueff kdefarious positions with the PepsiCo
companies for over 10 years, including: Vice Presidinternational Human Resources; Vice Presidgaffing and Resourcing at Pefizia
International; Vice President, Restaurant HumaroRes for Pizza Hut; and also various other mamage positions within the Frito-Lay
Company. Mr. Rueff holds a M.S. degree in Coungedind a B.A. degree in Radio and Television frorrdBe University in Indiana.

Ms. Smith has served as Executive Vice President and Geenahger, North American Publishing since March 1#38m October 1996
March 1998, Ms. Smith served as Executive Vice iBess, North American Sales. She previously heddgbsition of Senior Vice President
of North American Sales and Distribution from JUB93 to October 1996 and as Vice President of $ales1988 to 1993. Ms. Smith has
also served as Western Regional Sales Manager atiohidl Sales Manager since she joined Electronis i 1984. Ms. Smith holds a B.S.
degree in management and organizational behawor fhe University of San Francisco.

Mr. Bené has served as Senior Vice President, General CoamdeCorporate Secretary since October 2004. Fprit 2004 to October
2004, Mr. Bené held the position of Vice Presidémting General Counsel and Corporate Secretafram June 2003 to April 2004, he
held the position of Vice President and Associaé@&sal Counsel. Prior to June 2003, Mr. Bené hackdeas internal legal counsel since
joining the Company in March 1995. Mr. Eé earned his J.D. from Stanford Law School, andived his B.S. in Mechanical Engineering
from Rice University. Mr. Bené is a member of ther Bf the State of California.

Dr. Florin has served as Senior Vice President and Managiregidr, European Publishing since April 2003. Ptiothis, he served as Vice
President, Managing Director for European counsiase 2001. From the time he joined ElectronicsAmt1996 to 2001, he was the
Managing Director for German speaking countriefrRo joining Electronic Arts, Dr. Florin held viaus positions at BMG, the global music
division of Bertelsmann AG, and worked as a comasultvith McKinsey. Dr. Florin holds Masters and [Phdegrees in Economics from the
University of Augsburg, Germany.

Mr. Gardner has served as Senior Vice President, Internati®nhblishing since April 2004. During fiscal 2004, NBardner took a leave of
absence from EA. He previously held the positiosenior Vice President
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and Managing Director, European Publishing from Mag9 to April 2003. Prior to this, he held sevgrasitions in EA Europe, which he
helped establish in 1987, including Director of épgan Sales and Marketing and Managing Direct&/oEurope. Mr. Gardner has also h
various positions at Electronic Arts in the salaarketing and customer support departments sincmgpthe company in 1983.

Mr. Barker has served as Vice President and Chief Accountiiiged since June 2003. Prior to joining Electrofids, Mr. Barker was
employed at Sun Microsystems Inc., as Vice Presidied Corporate Controller from October 2002 toeJ2603 and Assistant Corporate
Controller from April 2000 to September 2002. Ptiothat, he was an audit partner at Deloitte. Bérker graduated from the University of
Notre Dame with a B.A. degree in Accountil

Investor Information

We file various reports with, or furnish them thetSecurities and Exchange Commission (the “SE@¢yding our annual report on

Form 10-K, quarterly reports on Form 10-Q, curmeports on Form 8-K, and amendments to such repbese reports are available free of
charge on the Investor Relations section of our sith http://investor.ea.comras soon as reasonably practicable after we etdctlly file

the reports with, or furnish them to, the SEC.

The charters of our Audit, Compensation, and Notmgaand Governance committees of our Board of @es, as well as our Global Code
of Conduct (which includes code of ethics provisiapplicable to our directors, principal executifiécer, principal financial officer,
principal accounting officer, and other senior finel officers), are available in the Investor Rielias section of our web site at
http://investor.ea.comWe will post amendments to our Global Code of diar in the Investor Relations section of our wigd. £opies of
our charters and Global Code of Conduct are availaiihout charge by contacting our Investor Relasi department at (650) 628-1500.

Shareholders of record may hold their shares otoarmon stock in bookntry form. This eliminates costs related to sadplkeg or replacin
paper stock certificates. In addition, sharehol@dérgcord may request electronic movement of bexty shares between their account with
our stock transfer agent and their broker. Stockfimates may be converted to book-entry sharemgttime. Questions regarding this service
may be directed to our stock transfer agent, Wredlgio Bank, N.A., at 1-800-468-9716.

Item 2:  Properties

The following diagram depicts the locations of thajority of our facilities throughout the world:
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We currently own a 207,000 square feet product ldpwmeent studio facility in Burnaby, British ColunghiCanada and a 122,000 square feet
administrative, sales and development facility e@@sey, England. In addition to the propertiesows, we lease approximately 2.3 million
square feet of facilities, including our
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headquarters in Redwood City, California, our stedn Los Angeles, California and Orlando, Floridag our distribution center in
Louisville, Kentucky. Our leased space is summariae follows (in square feet):

North Asia
Purpose America Europe Pacific Total
Distribution 250,00( 76,854 — 326,85
Sales & Administrative 736,47( 154,56 50,17t 941,20¢
Studio Developmer 982,40: 27,69¢ 23,43( 1,033,52!
Total Leased Square Foote 1,968,87. 259,11( 73,60¢ 2,301,58!

Redwood City, California Headquartel

In February 1995, we entered into a build-to-sediske with a third party for our headquarters fgciti Redwood City, California, which was
refinanced with Keybank National Association inyJB001 and expires in July 2006. We accountedHisrdrrangement as an operating lease
in accordance with Statement of Financial Accountitandards (“SFAS”) No. 13Accounting for Leases’; as amended. Existing campus
facilities developed in phase one comprise a wt850,000 square feet and provide space for salagketing, administration and research
and development functions. We have an option tohmasge the property (land and facilities) for a mraxin of $145 million or, at the end of
the lease, to arrange for (i) an extension of ¢asé or (ii) sale of the property to a third pavhjle we retain an obligation to the owner for
approximately 90 percent of the difference betwthbensale price and the guaranteed residual valup t§ $129 million if the sales price is
less than this amount, subject to certain provsiafithe lease.

In December 2000, we entered into a second buikliiblease with Keybank National Association fdive and one-half year term beginning
December 2000 to expand our Redwood City, Calitoh@adquarters facilities and develop adjacentgstpadding approximately

310,000 square feet to our campus. Constructioncaapleted in June 2002. We accounted for thismmgement as an operating lease in
accordance with SFAS No. 13, as amended. Thetfasifprovide space for marketing, sales and researd development. We have an op

to purchase the property for a maximum of $130iamilbr, at the end of the lease, to arrange faar{igxtension of the lease, or (ii) sale of the
property to a third party while we retain an obtiga to the owner for approximately 90 percenthaf tlifference between the sale price and
the guaranteed residual value of up to $119 milliche sales price is less than this amount, sildgecertain provisions of the lease.

Los Angeles, California and Orlando, Florida Studsp Louisville, Kentucky Distribution Cente

In July 2003, we entered into a lease agreemehtavitindependent third party (the “Landlord”) fostadio facility in Los Angeles,
California, which commenced in October 2003 andrespgn September 2013 with two five-year optiomgxtend the lease term.
Additionally, we have options to purchase the propafter five and ten years based on the fair miaviklue of the property at the date of s
a right of first offer to purchase the property ngerms offered by the Landlord, and a right tarehia the profits from a sale of the property.
Existing campus facilities comprise a total of D88 square feet and provide space for researckderalopment functions. Our rental
obligation under this agreement is $50 million otrex initial ten-year term of the lease. This cotnmeint is offset by sublease income of

$6 million for the sublet to an affiliate of the hdlord of 18,000 square feet of the Los Angelesifgcwhich commenced in October 2003
and expires in September 2013, with options ofydarmination by the affiliate after five years amyglus after four and five years.

In June 2004, we entered into a lease agreememiwitndependent third party for a studio facilityOrlando, Florida, which commenced in
January 2005 and expires in June 2010, with oreeyfear option to extend the lease term. The carfgmilies comprise a total of

117,000 square feet, which we intend to use fa@aeh and development functions. Our rental ohbigatver the initial five-and-a-half year
term of the lease is $13 million.

Our North American distribution is supported byemtralized warehouse facility that we lease in kwilie, Kentucky occupying
250,000 square feet.

16




Table of Contents

In addition to the properties discussed above, awe lother properties under lease which have besundied in our restructuring costs as
discussed in Note 6 of the Notes to Consolidatedrial Statements included in Item 8 of this reptthile we continually evaluate our
facility requirements, we believe that suitableitiddal or substitute space will be available asdedl to accommodate our future needs.

Item 3:  Legal Proceeding:

On July 29, 2004, a class action lawsKitschenbaum v. Electronic Arts Incwas filed against us in Superior Court in San@datalifornia
The complaint alleges that we improperly classifimdlage Production Employees” in California as ex¢mployees and seeks injunctive
relief, unspecified monetary damages, interestatmtneysfees. The complaint was first amended on or abawelber 30, 2004 to add t
former employees as named-plaintiffs, and amendathan or about January 5, 2005 to add anotherédoemployee as a named-plaintiff.
The allegations in the complaint were not materielanged by the amendments.

On February 14, 2005, a second employment-reldéesd ection lawsuitiasty v. Electronic Arts Ing.was filed against us in Superior Court
in San Mateo, California. The complaint allegeg thea improperly classified “Engineers” in Califoanis exempt employees and seeks
injunctive relief, unspecified monetary damageternest and attorneys’ fees. On or about March @852we received a first amended
complaint, which contains the same material aliegatas the original complaint. We answered thet imended complaint on April 20, 20

On March 24, 2005, a purported class action lawsatt filed against us and certain of our officerd directors. The complaint, which asserts
claims under Section 10(b) and 20(a) of the SdesriExchange Act of 1934 based on allegedly fatskenmaisleading statements, was filed in
the United States District Court, Northern Dista€tCalifornia, by an individual purporting to resent a class of purchasers of EA common
stock. Additional purported class action lawsudsédibeen filed in the same court by other indivislagserting the same claims against us.
We have not yet responded to any of the compldimtaddition, on April 12, 2005, a shareholder dative action was filed against certain of
our officers and directors. This suit asserts calrased on substantially the same factual allegmset forth in the federal class action
lawsuits. The complaint was filed in San Mateo SigreCourt. On April 13, 2005, a second shareholtlivative action was filed in

San Mateo Superior Court based on the same clantedirst complaint. On May 16, 2005, a sharediotterivative action based on
substantially the same allegations was filed inUh&ed States District Court, Northern District@élifornia. We have not responded to the
shareholder derivative complaints.

In addition, we are subject to other claims ariddtion arising in the ordinary course of busin€gr management considers that any liability
from any reasonably foreseeable disposition of sbbr claims and litigation, individually or ingtaggregate, would not have a material
adverse effect on our consolidated financial positir results of operations.

ltem 4.  Submission of Matters to a Vote of Security Hold¢

There were no matters submitted to a vote of sgchiolders during the quarter ended March 31, 2005.
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PART Il

ltem 5:  Market for Registran's Common Equity, Related Stockholder Matters andusr Purchases of Equity Securiti¢
Market Information

Our common stock is traded on the Nasdaq Natioraak®t under the symbol “ERTS”. The following taklkgs forth the quarterly high and
low price per share of our common stock from AfriR003 through March 31, 2005. Such prices reptgs@ces between dealers and do not
include retail mark-ups, mark-downs or commissiand may not represent actual transactions.

Prices
High Low

Fiscal Year Ended March 31, 20(

First Quartel $ 39.7C $ 28.1(

Second Quarte 48.5( 36.5¢

Third Quartel 52.8¢ 40.6(

Fourth Quarte 52.1¢ 43.4:
Fiscal Year Ended March 31, 20(

First Quartel $ 55.9] $ 47.4%

Second Quarte 55.01 45,52

Third Quartel 62.8¢€ 43.3¢

Fourth Quarte 71.1¢€ 54.5;

Holders

There were approximately 1,755 holders of recordusfcommon stock as of June 1, 2005. In additianbelieve that a significant number
beneficial owners of our common stock hold thearsls in street name.

Dividends

We have not paid any cash dividends and do natipate paying cash dividends in the foreseeabledut

Issuer Purchases of Equity Securities

On October 18, 2004, our Board of Directors auttestia program to repurchase up to an aggregafes6fiillion of shares of our common
stock. Pursuant to the authorization, we may rdpase shares of our common stock from time to timteé open market or through privately
negotiated transactions over the course of a twlesth period. The following table summarizes thenber of shares repurchased between
January 1, 2005 and March 31, 2005:

Maximum Dollar

Total Number of Value of Shares
Shares Purchased that May Yet Be
Total Number as Part of Publicly Purchased Under
of Shares Average Price Announced the Program
Period Purchased Paid per Share Program (in millions)
January -31, 200& 50,00( $63.92 50,00( $71€
February -28, 200& 100,00( $65.11 100,00( $70¢
March 331, 2005 — — — $70¢

18




Table of Contents

ltem 6: Selected Financial Data
ELECTRONIC ARTS INC. AND SUBSIDIARIES

SELECTED FIVE-YEAR CONSOLIDATED FINANCIAL DATA
(In millions, except per share data)

STATEMENTS OF OPERATIONS DATA

Year Ended March 31,

2005

2004

2003

2002

2001

Net revenue
Cost of goods sol
Gross profit
Operating expense
Marketing and sale
General and administrati\
Research and developm
Amortization of intangible®
Acquired ir-process technolog
Restructuring charge
Asset impairment chargs
Total operating expens
Operating income (los!
Interest and other income, r
Income (loss) before provision for (benefit fromgome taxes and minority intere
Provision for (benefit from) income tax
Income (loss) before minority intere
Minority interest
Net income (loss

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

Class B common stoc
Net loss, net of retained interest in EA.c
Net loss per shar
Basic
Diluted
Number of shares used in computati
Basic
Diluted

19

$3,12¢ $2,957 $2,48: $1,72¢ $1,32C
1,197 1,10: 107¢  81F 66t
1,03 1,85/ 1,40¢ 91C 657
301 37C 33z 241  18E
221 18t 131 106 104
632 511 401 381  37€
3 3 8 25 19

13 — — — 3

2 9 15 7 —

— — 66 13 —
126: 107¢ 952 77 687
66  77€ 456  13F (30)
56 21 5 13 17
728 797 461  14€ (13)
221 22  14¢ 46 ()
504 577 31 102 9)
— — @) — 2

$ 504 $ 577 $ 317 $ 10z $ (11
$ 504 $ 577 $ 32¢ $ 124 $ 12
$ 504 $ 577 $ 317 $ 102 $ (11)
$ 165 $1.95 $117 $ 045 $ 0.05
$15¢ $1.87 $ 106 $0.35 $(0.09)
30E 29t 282 274 267
31€ 308 297 286 264
NA NA $ (120 $ (22 $ (23
N/A  NA $(2.77) $(3.77) $(3.89
NA  NA $(2.77) $(3.77) $(3.89
N/A  N/A 4 6 6
N/A  N/A 4 6 6
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
SELECTED FIVE-YEAR CONSOLIDATED FINANCIAL DATA (Con tinued)

(In millions)
Year Ended March 31,

BALANCE SHEET DATA 2005®) 20041 2003@) 2002 2001
Cash and cash equivale! $1,27(C $2,15( $ 95C $ 55Z $ 42C
Shor-term investment 1,68¢ 264 63€ 244 47
Marketable equity securitie 14C 1 1 7 10
Working capital 2,87¢ 2,18¢ 1,33¢ 70C 47¢
Total asset 4,37(C 3,46¢ 2,42¢ 1,69¢ 1,37¢
Total liabilities 861 78€ 64C 458 34C
Minority interest 11 — 4 3 5
Total stockholder equity 3,49¢ 2,67¢ 1,78t 1,24: 1,03«

@) Results for fiscal 2005, 2004 and 2003 do nduihe amortization of goodwill as a result of adogtSFAS No. 142 “Goodwill and Other
Intangible Asse™. See Note 1 of the Notes to Consolidated Finandaksents, included in Item 8 of this repi
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Item 7:  Managemen’s Discussion and Analysis of Financial Conditionnal Results of Operation
OVERVIEW

The following overview is a top-level discussionafr operating results as well as some of the sremdl drivers that affect our business.
Management believes that an understanding of tinesds and drivers is important in order to underdtour results for fiscal 2005, as wel
our future prospects. This summary is not intertddok exhaustive, nor is it intended to be a stilistfor the detailed discussion and analysis
provided elsewhere in this Form 10-K, includingBusiness”, the remainder of “Management’s Discossind Analysis of Financial
Condition and Results of Operations”, “Risk Factansthe consolidated financial statements andiedlaotes.

About Electronic Arts

We develop, market, publish and distribute intévacsoftware games that are playable by consumel®me video game consoles (such as
the Sony PlayStation 2, Microsoft Xbox and Ninter@lameCube consoles), personal computers, mobit@ptes — including hand-held
game players (such as the Game Boy Advance, NiatBx&land Sony PSP) and cellular handsets — andegrdiver the Internet and other
proprietary online networks. Some of our gameshased on content that we license from others (@adden NFL Football, Harry Potter ¢
FIFA Soccer), and some of our games are based movouwholly-owned intellectual property (e.g., TBens and Need for Speed). Our goal
is to develop titles which appeal to the mass ntarkehich often means translating and localizirgnitfor sale in non-English speaking
countries. In addition, we also attempt to creafensare game “franchises” that allow us to publigw titles on a recurring basis that are
based on the same property. Examples of this ararthual iterations of our sports-based franchisgs, NCAA Football and FIFA Soccer),
tittes based on long-lived movie properties (elgmes Bond and Harry Potter) and wholly-owned ptagsethat can be successfully sequeled
(e.g., The Sims and Need for Speed).

Overview of Financial Result

Total net revenue for the fiscal year ended Marth2®05 was $3.129 billion, up 5.8 percent, as amenp to the fiscal year ended March 31,
2004. Six franchises sold more than five milliontsim the fiscal year ended March 31, 2005: ThasSiNeed for Speed, Madden, FIFA, The
Lord of the Rings and Harry Potter. We publishe@dttitles each on the Nintendo DS and the Sony B&Pnew platforms released during
the year ended March 31, 2005. Net revenue on thlaferms increased our net revenue by approxiyp &l million and we expect to
continue to develop titles for both platforms isctl 2006.

Net income for the fiscal year ended March 31, 2885 $504 million, a 12.7 percent decrease as cada the fiscal year ended March
2004 and diluted earnings per share were $1.58rmpared with $1.87 for the prior year.

We generated $634 million in cash from operatiamsng) the year ended March 31, 2005 as compar868@6 million in the fiscal year ended
March 31, 2004. The decrease in cash flow was pifiyrtae result of (1) our overall decline in naetbme for fiscal 2005, (2) higher accounts
receivable balances due to the timing of salekérfaurth quarter of fiscal 2005 and (3) highertcpayments for income taxes. These dec
were partially offset by higher balances in ourent liabilities.

Managemen's Overview of Historical and Prospective Businesefds

Transition to Next-Generation Consol€xur industry is cyclical and we believe it has eadkinto a transition stage heading into the next
cycle. Over the course of the next eighteen momthsexpect Sony, Microsoft and Nintendo to introslaew video game consoles into the
market. During this transition, we intend to congrdeveloping new titles for the current generatibmideo game consoles while we also
make significant investments as we prepare todiire products that operate on the next-generatinsates. We have and expect to continue
to incur higher costs during this transition to tag&neration consoles. We also expect developnusts or next-generation video games to
be greater on a per-title basis than developmesisdor current-generation video games. In additsaes of video games for current
generation consoles may begin to decline and coesimay defer game software purchases until thegemneration consoles become
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available. While we expect our sales and grosstgmincrease in fiscal 2006, such increases nmyoffset the increased costs we have and
expect to continue to incur during the transitide.we move through the transition, we expect owarafng results to be more volatile and
difficult to predict, which could cause our stodiice to fluctuate significantly.

Increasing Cost of TitleTitles have become increasingly expensive to predund market as the platforms on which they arngepl@ontinue
to advance technologically and consumers demaniihc@th improvements in the overall gameplay experge We expect this trend to
continue throughout the transition from currenteyation to next generation platforms as (1) we iredarger production teams to create our
titles, (2) the technology needed to develop titlesomes more complex, (3) the number and natutteegflatforms for which we develop
titles increases and becomes more diverse, (4abteof licensing the third-party intellectual peoty we use in many of our titles increases,
and (5) we develop new methods to distribute ontertt via the Internet and on hand-held and wisetksvices.

Software PricesAs current-generation console prices continue tresese, we expect more valogented consumers to purchase console:
software. We experienced this trend several yegwsadnen prices were reduced on previous-generatioroles (e.g., Sony PlayStation and
Nintendo 64). As a result of a more ve-oriented consumer base, and a greater numbeftofese titles being published, we expect average
software prices to continue to decline on curreariegation consoles, which may have a negative itgaour gross margin but not
necessarily our gross profit.

Sales of “Hit” Titles.Sales of “hit” titles, several of which were toplses across a number of international marketstiooad to contribute to
our revenue growth. Our top five selling titles@s all platforms worldwide during the fiscal yeaded March 31, 2005 wekieed for Spee
Underground 2 Madden NFL 2005, FIFA Soccer 2005, The Sima@Harry Potter and the Prisoner of Azkabatit titles are important to
our financial performance because they benefit fowerall economies of scale. We have developedjtasaur objective to continue to
develop, many of our hit titles to become franclhtides that can be regularly iterated.

Increased Console Installed BaAs consumers purchase the current-generation cfodes, either as a first-time buyer or by upgradiog

a previous generation, the console installed baseases. As the installed base for a particulasae increases, we generally are able to
increase our unit volume; however, these unit valsimften begin to decrease as consumers antithgatelease of the next-generation of
consoles. In March 2004, Microsoft reduced theilrptice of its Xbox console in the U.S. and in M2§04 Sony did the same with its
PlayStation 2 console. In August 2004, both comgmalso reduced their console retail prices in peirdlthough these price reductions
drove an increase in console sales in the UnitattS$&nd Europe, hardware shortages during theédyadieason limited the growth of the
installed base in fiscal 2005. Nonetheless, wesbelthe significant increase in the installed aseurrent-generation consoles was a
contributing factor to our total net revenue growthing fiscal 2005. Provided that the console nfiacturers are able to deliver an adequate
supply of consoles, we expect the installed baseiwEnt-generation consoles to increase durirmglfi2006 and unit sales of current-
generation titles to remain strong.

International Operations and Sales Growin fiscal 2005, net revenue from international salecounted for approximately 47 percent of our
total net revenue, up from 46 percent during fi@€l4. Our increase in international net revenug pvamarily driven by sales in Europe and
Asia Pacific, including the benefit of foreign exrfye. We anticipate that international net revemilleeontinue to increase during fiscal 20

as the console installed base continues to expatsitie of North America. In particular, we belighat in order to succeed in China and
Japan, it is important to develop content locally.such, we expect to devote resources to hird timgelopment talent and expand our
infrastructure in each country, most notably, tkeagsion and creation of local studio facilities alddition, we anticipate establishing online
game marketing, publishing and distribution funesion China. As part of this strategy, we may segtartner with established local
companies through acquisitions, joint venturestbeosimilar arrangements.

Foreign Exchange ImpacGiven that a significant portion of our businessasducted internationally in foreign currency ctiuations in
currency prices can have a material impact on esults of operations. For example, the averageaswgghrate for the Euro, as compared to
the U.S. dollar, increased from $1.17 per Eurorduthe twelve months ended March 31, 2004 to $fgie2F uro during the twelve months
ended March 31, 2005. As a result of the fluctutiim currency prices, we had a total foreign ergeabenefit on
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net revenue of approximately $95 million during thvelve months ended March 31, 2005. Although vtenid to continue to utilize foreign
exchange forward and option contracts to eitheigati¢é or hedge against some foreign currency expeswe cannot predict the effect
foreign currency fluctuations will have on us dgriiiscal 2006.

Expansion of Studio Resources and Technoln fiscal 2005, we devoted significant resourcethtooverall expansion of our studio facilit

in North America and Europe. We expect to contitmumake significant investments in our studio féie in North America in fiscal 2006.
As we move through the life cycle of current-getieraconsoles, we will continue to devote signifiteesources to the development of
current-generation titles while at the same timecantinue to invest heavily in tools and technodagior the next-generation of platforms and
technology.

Leader in Interactive Sports EntertainmeWe are a leading developer and publisher of intaasports entertainment. We generate a
significant portion of our revenue from sports-tethproduct franchises such as FIFA Soccer, MadiddnFootball, NCAA Football, Tiger
Woods Golf, NASCAR, NBA Basketball, and NCAA Badhali. We recently have taken a number of stepsit@ece our products in the
interactive sports category by entering into exgleisicense agreements with ESPN, the NFL, PLAYERS, (the NFL players’ association),
Collegiate Licensing Company (NCAA football), arie tArena Football League. In addition, we have stamnding, exclusive relationships
with various sports organizations and celebritiesluding FIFA (the worldwide soccer governing baatyd sponsor of the soccer World Ct
UEFA (the European soccer governing body and spafabe soccer Euro Cup), NASCAR, Tiger Woods #r@lPGA TOUR, and, in the
future, we may enter into other exclusive relatfops with other sports partners. While we expegédnerate increased revenue as a result of
these agreements, it may not be enough to offedtitpact of the associated costs on our grosstpwdfich could negatively affect our gross
margin on these products.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our consolidated financial statements have beepaped in accordance with accounting principles galyeaccepted in the United States.
The preparation of these consolidated financidéstants requires management to make estimatessanohptions that affect the reported
amounts of assets and liabilities, contingent assed liabilities, and revenue and expenses dtinegeporting periods. The policies discus
below are considered by management to be critiezdibse they are not only important to the portrafalr financial condition and results of
operations but also because application and irgtfion of these policies requires both judgmendtestimates of matters that are inherently
uncertain and unknown. As a result, actual resnétg differ materially from our estimates.

Revenue Recognition, Sales Returns, Allowances Bad Debt Reserve

We principally derive revenue from sales of packhbigeeractive software games designed for playidaoszgame consoles (such as the
PlayStation 2, Xbox and Nintendo GameCube), PCswawtulle platforms including hand-held game playstsh as the Nintendo Game Boy
Advance, Nintendo DS and Sony PSP) and cellulad$ets. We evaluate the recognition of revenue basele criteria set forth in
Statement of Position (“SOP”) 97-Foftware Revenue Recognitionas amended by SOP 98*Blodification of SOP 97-2, Software
Revenue Recognition, With Respect to Certain Tisa” and Staff Accounting Bulletin (*SAB”) No. 10IRevenue Recognition in
Financial Statemen” , as revised by SAB No. 10/Revenue Recognition” We evaluate revenue recognition using the follgbasic
criteria and recognize revenue when all four datere met:

« Evidence of an arrangement: We recognize reven@mwile have evidence of an agreement with the cestogflecting the terms and
conditions to deliver product

« Delivery: Delivery is considered to occur when glieducts are shipped and risk of loss has beesftiard to the customer. For online
games and services, revenue is recognized asrheesis provided

« Fixed or determinable fee: If a portion of the agament fee is not fixed or determinable, we recmgthat amount as revenue when
amount becomes fixed or determinal
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« Collection is deemed probable: At the time of ttamsaction, we conduct a credit review of eachatust involved in a significant
transaction to determine the creditworthiness efdhstomer. Collection is deemed probable if weeekfhe customer to be able to pay
amounts under the arrangement as those amountbeliee. If we determine that collection is not dalle, we recognize revenue
when collection becomes probable (generally upsh callection)

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

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

Product revenue, including sales to resellers dstdlilitors (“channel partners”), is recognized wiiee above criteria are met. We reduce
product revenue for estimated future returns, picgection, and other offerings, which may occithwur customers and channel partners.
In certain countries, we have stock-balancing poty for our PC products, which allow for the exa®eof PC products by resellers under
certain circumstances. It is our general practicexchange products or give credits, rather thae gash refunds.

In certain countries, from time to time, we dedidgrovide price protection for both our PC andedidyame system products. In our decision,
we analyze historical returns, current sell-throofidistributor and retailer inventory of our prads, current trends in the video game market
and the overall economy, changes in consumer dermathdcceptance of our products and other relattdrs when evaluating the adequacy
of the sales returns and price protection allowankeaddition, we monitor the volume of our satesur channel partners and their
inventories, as substantial overstocking in thé&ritistion channel could result in high returns aher price protection costs in subsequent
periods. While historically actual returns and prrotection have not generally exceeded our reseas we have previously publicly stated,
in the quarter ended March 31, 2005 we incurretidrigictual returns and price protection than weamditipated. We have reviewed current
sellthrough information through the date of this filiagd do not intend to accept sales returns or geopiice protection on unsold produc
our distribution channels existing as of March 3105 in amounts in excess of our March 31, 20G&ahces.

In the future, actual returns and price protectimay materially exceed our estimates as unsoldyatedn the distribution channels are
exposed to rapid changes in consumer preferen@&etrconditions or technological obsolescencetdurew platforms, product updates or
competing products. For example, the risk of prodettrns and/or price protection for our produntsy increase as the PlayStation 2, Xbox
and Nintendo GameCube consoles move through ffegytles and an increasing number and aggregabeiatnof competitive products
heighten pricing and competitive pressures. Whidmagement believes it can make reliable estimatgzrding these matters, these estimates
are inherently subjective. Accordingly, if our @stites changed, our returns and price protectia@rres would change, which would impact
the total net revenue we report. For example, tif@aeturns and/or price protection were signifitagreater than the reserves we have
established, our actual results would decreasesparted total net revenue. Conversely, if actaalms and/or price protection were
significantly less than our reserves, this woulttéase our reported total net revenue.

Significant judgment is required to estimate olmaance for doubtful accounts in any accountingqueiWe determine our allowance for
doubtful accounts by evaluating customer credithindss in the context of current economic trenaspdhding upon the overall economic
climate and the financial condition of our customy¢he amount and timing of our bad debt expendecash collection could change
significantly.

Royalties and License

Our royalty expenses consist of payments to (1)ergricensors, (2) independent software develgerd (3) co-publishing and/or
distribution affiliates. License royalties consi$tpayments made to celebrities,
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professional sports organizations, movie studiasather organizations for our use of their traddmeopyright, personal publicity rights,
content and/or other intellectual property. Royaltyments to independent software developers amagyas for the development of
intellectual property related to our games. Co-jshirhg and distribution royalties are payments madéird parties for delivery of product.

Royalty-based payments made to content licensarglmtribution affiliates generally are capitalizas prepaid royalties and expensed to cost
of goods sold at the greater of the contractualffeictive royalty rate based on net product s&espayments made to thinly capitalized
independent software developers and co-publishifilgates are generally in connection with the dieyenent of a particular product and,
therefore, we are generally subject to developmisktprior to the general release of the productgkdingly, payments that are due prior to
completion of a product are generally expense@ssarch and development as the services are idc®agments due after completion of the
product (primarily royalty-based in nature) are gratly expensed as cost of goods sold at the higfhttie contractual or effective royalty rate
based on net product sales.

Minimum guaranteed royalty obligations are inifalecorded as an asset and as a liability at theactual amount when no significant
performance remains with the licensor. When sigaift performance remains with the licensor, wenecoyalty payments as an asset when
actually paid rather than upon execution of thetreamt. Minimum royalty payment obligations are sléied as current liabilities to the extent
such royalty payments are contractually due withanext twelve months. As of March 31, 2005 anadWi&1, 2004, approximately

$51 million and $63 million, respectively, of miniim guaranteed royalty obligations had been receghiz

Each quarter, we also evaluate the future reatimaif our royalty-based assets as well as any ogrézed minimum commitments not yet
paid to determine amounts we deem unlikely to léized through product sales. Any impairments deireed before the launch of a product
are charged to research and development expengairinents determined post-launch are charged toof@®ods sold. In either case, we
rely on estimated revenue to evaluate the futuakzagion of prepaid royalties. If actual saleg@rised revenue estimates fall below the in
revenue estimate, then the actual charge takerbmayeater in any given quarter than anticipatedofarch 31, 2005, we had $18#llion
of royalty-related assets and $1,483 million ofasmgnized minimum commitments not yet paid thatdcbe impaired if our revenue
estimates change.

Valuation of Long-Lived Assets

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

Under current accounting standards, we make judtgradout the recoverability of purchased intangitdsets and other long-lived assets
whenever events or changes in circumstances irdécpbtential impairment in the remaining valu¢hef assets recorded on our consolidated
balance sheet. In order to determine if a poteirtiphirment has occurred, management makes vaagsisnptions about the future value of
the asset by evaluating future business prospadigstimated cash flows. Our future net cash flamesprimarily dependent on the sale of
products for play on proprietary video game corsdi@and-held game players and PCs (collectivebrred to as “platforms”)The success «
our products is affected by our ability to acculsapedict which platforms and which products werelep will be successful. Also, our
revenue and earnings are dependent on our alilityeiet our product release schedules. Due to pradies shortfalls, we may not realize
future net cash flows necessary to recover our-livegl assets, which may result in an impairmenrghdeing recorded in the future. We

not record any asset impairment charges in fisg@52During fiscal 2004 and 2003, we recognized than $1 million and $66 million,
respectively, of asset impairment charges.
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Income Taxes

In the ordinary course of our business, there amyntransactions and calculations where the taxalagvultimate tax determination is
uncertain. As part of the process of preparingoaunsolidated financial statements, we are requoegstimate our income taxes in each of the
jurisdictions in which we operate prior to the cdetipn and filing of tax returns for such period@is process requires estimating both
geographic mix of income and our current tax expesin each jurisdiction where we operate. TheSmates involve complex issues, req
extended periods of time to resolve, and requir®usake judgments, such as anticipating the positthat we will take on tax returns prior

to our actually preparing the returns and the au®of disputes with tax authorities. We are at¢sired to make determinations of the need
to record deferred tax liabilities and the recobdity of deferred tax assets. A valuation allowars established to the extent recovery of
deferred tax assets is not likely based on oumesidn of future taxable income in each jurisdictio

In addition, changes in our business, such as sitiguis, changes in our international structurancles in the geographic location of business
functions or assets, changes in the geographiofincome, as well as changes in, or terminatigroof agreements with tax authorities,
valuation allowances, applicable accounting rudgglicable tax laws and regulations, rulings andrjpretations thereof, developments in tax
audit and other matters, and variations in therestgd and actual level of annual pag-income can affect the overall effective incaierate

for future fiscal years. For example, in the thmeenths ended March 31, 2004, we resolved certainelated matters with the Internal
Revenue Service, which lowered our income tax espéday approximately $20 million and resulted inm@rcent rate reduction for the

fiscal year ended March 31, 2004. By contrast, emtvdevelopments in audits or applicable law raaliticreases in our tax expense.
Similarly, we could experience an increase in adrexpense if we take advantage of a new eledtiatvte are entitled to make under the
U.S. income tax rules regarding the allocation leetwU.S. and foreign jurisdictions of tax deductiatiributable to employee stock option
compensation.

RESULTS OF OPERATIONS

Ouir fiscal year is reported on a 52/53-week pettiad, historically, has ended on the final Saturdfaylarch in each year. The results of
operations for the fiscal years ended March 31520004 and 2003 each contain 52 weeks and endbthooh 26, 2005, March 27, 2004 ¢
March 29, 2003, respectively. For simplicity of peatation, all fiscal periods are treated as ending calendar month end. Beginning with
the fiscal year ending March 31, 2006, we will end fiscal year on the Saturday nearest March 31a fesult, our fiscal 2006 will be
reported as a 53 week year with the first quaretaining 14 weeks. Although certain amounts preeskhave been rounded to the nearest
million, corresponding percentage changes have balenlated on the basis of amounts rounded to¢lagest thousand.

Comparison of Fiscal 2005 to Fiscal 20(
Net Revenu

We principally derive net revenue from sales ofqa@ed interactive software games designed for ghayideo game consoles (such as the
PlayStation 2, Xbox and Nintendo GameCube), PCsawtdlle platforms which include hand-held game pfay(such as the Nintendo Game
Boy Advance, Nintendo DS and Sony PSP) and celhdadsets. Additionally, in Europe and Asia Pacifie generate a significant portior
net revenue by marketing and selling third-partgriactive software games through our establishetilolition network. We also derive net
revenue from selling subscriptions to some of aline games, programming third-party web sites with game content, allowing other
companies to manufacture and sell our productsijuaiction with other products, and selling adwennents on our online web pages.
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From a geographical perspective, our total netmagdor the fiscal years ended March 31, 2005 &d 2vas as follows (in millions):
Year Ended March 31,

%

2005 2004 Increase Change
North America $1,66¢ 53.2% $1,61( 54.0% $ 55 3.4%
Europe 1,28¢ 41.% 1,18C 39.% 104 8.8%
Asia Pacific 18C 5.8% 167 5.7% 13 7.€%
International 1,464 46.8%  1,34i 45.6% 117 8.€%
Total Net Revenu $3,12¢ 100.% $2,957 100.(% $ 172 5.8%

North America

For fiscal 2005, net revenue in North America ilased by 3.4 percent as compared to fiscal 2004n réranchise perspective, the net
revenue increase was primarily due to higher safi@soducts in our Need for Speed franchise. Thaagenue increase was also driven by
sales of titles in our Fight Night and Burnout fthises, neither of which had corresponding tittdeased in the prior fiscal year. Together,
these items resulted in a net revenue increas&8tf fillion during the fiscal year ended March 2Q05 as compared to the fiscal year ended
March 31, 2004. This increase was partially offgsetower sales of products in our Medal of HondXSand Lord of the Rings franchises,
which reduced net revenue by $135 million in tisedl year ended March 31, 2005 as compared tasited f/ear ended March 31, 2004. As
part of this overall increase in net revenue, waefieed from the launch of the Nintendo DS and SB&y in November 2004 and March
2005, respectively.

Europe

For fiscal 2005, net revenue in Europe increase8.®ypercent as compared to fiscal 2004. We estifieaeign exchange rates (primarily the
Euro and the British pound sterling) strengthersgmbrted European net revenue by approximately $8@&m or 7 percent, for the fiscal year
ended March 31, 2005. Excluding the effect of fpneéxchange rates, we estimate that Europeanveriue increased by approximately

$18 million, or 2 percent, for the year ended Ma3th2005. From a franchise perspective, the nvetmee increase was primarily due to

(1) higher sales of products in our Need for Spaedti The Sims franchises, (2) sales of productsiirBarnout franchise which did not have a
corresponding title release in the prior fiscalryaad (3) sales dJEFA Euro 2004 which was released during the three months ended
June 30, 2004 in conjunction with the UEFA Euro2@@otball tournament held in Europe. Togetherséhigems resulted in a net revenue
increase of $241 million during the fiscal year ethdMarch 31, 2005 as compared to the fiscal yede@&March 31, 2004. This increase was
partially offset by lower sales of products in &dedal of Honor, Final Fantasy, SSX and Lord of Riegs franchises, which reduced net
revenue by $143 million in the fiscal year endedd®ha31, 2005 as compared to the fiscal year endativi31, 2004.

Asia Pacific

For fiscal 2005, net revenue from sales in AsiafiRaocreased by 7.6 percent as compared to fi2884. The increase in net revenue was
driven primarily by higher sales of products in diged for Speed franchise and sales of produaariBurnout franchise, which did not he

a corresponding title release in the prior fisazdly partially offset by declines in our Medal afrtdr franchise. We estimate foreign exchange
rates strengthened reported Asia Pacific net revéguapproximately $9 million, or 5 percent, foe fiiscal year ended March 31, 2005.
Excluding the effect of foreign exchange rates gstimate that Asia Pacific net revenue increaseapipyoximately $4 million, or 3 percent,
for the fiscal year ended March 31, 2005.
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Our total net revenue by product line for fiscahgge2005 and 2004 was as follows (in millions):
Year Ended March 31,

Increase/ %
2005 2004 (Decrease) Change
Consoles
PlayStation - $1,33( 42.5% $1,31f 44.% $ 15 1.2%
Xbox 51€ 16.5% 384 13.(% 132 34.2%
Nintendo GameCuk 21z 6.8% 20C 6.€% 12 5.8%
Other console 10 0.2% 30 1.C% (20) (66.5%)
Total Console: 2,06¢ 66.1%  1,92¢ 65.2% 13¢ 7.2%
PC 531 17.(% 47C 15.% 61 13.1%
Mobility
Game Boy Advanc 76 2.4% 77 2.6% @ (1.2%)
Nintendo D< 23 0.8% — 0.C% 23 N/M
PSP 18 0.6% — 0.C% 18 N/M
Game Boy Colo 1 0.C% 1 0.C% — N/M
Total Mobility 11€ 3.8% 78 2.€% 40 50.5%
Cca-publishing and Distributio 282 9.C% 39¢ 13.5% (11%) (28.9%)
Internet Services, Licensing and Ot
Subscription Service 55 1.7% 49 1.7% 6 11.5%
Licensing, Advertising and Oth: 74 2.4% 33 1.1% 41 123.¢%
Total Internet Services, Licensing and
Other 12¢ 4.1% 82 2.8% 47 56.4%
Total Net Revenu $3,12¢ 100.% $2,95i 100.(% $ 172 5.8%

PlayStation 2

Net revenue from PlayStation 2 products increassad 1,315 million in fiscal 2004 to $1,330 milliagmfiscal 2005. As a percentage of tc
net revenue, sales of PlayStation 2 products deedelay 1.9 percent in fiscal 2005.

Xbox

Net revenue from Xbox products increased from $884on in fiscal 2004 to $516 million in fiscal 2B. As a percentage of total 1

revenue, sales of Xbox products increased by 3&epein fiscal 2005. The increase in net revenas primarily due to the continued growth
in the Xbox installed base driven by Microsoft'scerreductions in the U.S. in March 2004 and indperin August 2004, as well as the
overall greater demand for our products.

Nintendo GameCub:

Net revenue from Nintendo GameCube products inectrem $200 million in fiscal 2004 to $212 milliam fiscal 2005. The increase in 1
revenue was primarily due to growth in the insthlb@ase of the Nintendo GameCube.

PC

Net revenue from P-based products increased from $470 million indif004 to $531 million in fiscal 2005. As a perizgge of total net
revenue, sales of PC products increased by 1.®peircfiscal 2005. The increase
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in PC net revenue was primarily due to higher safggoducts in The Sims, Lord of the Rings and dNfxx Speed franchises, partially offset
by a decrease in sales of products in our CommaddCanquer and SimCity franchises.

Mobility

Net revenue from mobile products increased from®ilBon in fiscal 2004 to $118 million in fiscald®5. Mobile products include all mob
devices such as hand-helds and cellular handdsgsin€rease in mobility net revenue was primarile tb the release of titles in conjunction
with the launch of the Nintendo DS and PSP platfoimmNorth America and Japan.

Co-Publishing and Distribution

In fiscal 2005, net revenue from co-publishing drdribution products decreased by $115 millio$283 million as compared to fiscal 2004.
The decrease was primarily due to a significanteise in the number of co-publishing and distrdoutitles we released in fiscal 2005. We
released six co-publishing titles in fiscal 2005ampared to 11 titles in fiscal 2004.

Subscription Service

In fiscal 2005, net revenue from subscription segiproducts increased by $6 million to $55 millé@ancompared to fiscal 2004. The increase
in net revenue was primarily due to an increagbémumber of paying subscribers to Club Pogojalrbffset by a decrease in subscription
net revenue fronkarth & Beyond™ andThe Simg™ Online subscription services.

Licensing, Advertising and Othe

In fiscal 2005, net revenue from licensing, adwsamng and other products increased by $41 milliof#é million as compared to fiscal 2004.
The increase was primarily due to licensing revarlegted to the Nokia N-Gage platform.

Cost of Goods Sold

Cost of goods sold for our disk-based and cartriolgged products consists of (1) product costs;€@nin royalty expenses for celebrities,
professional sports and other organizations anepeddent software developers, (3) manufacturingltieg, net of volume discounts,

(4) expenses for defective products, (5) write-offpost-launch prepaid royalty costs, (6) amotimaof certain intangible assets, and

(7) operations expenses. Cost of goods sold fopolime product subscription business consists gmilsnof data center and bandwidth costs
associated with hosting our web sites, credit éeed and royalties for use of third-party proparti@ost of goods sold for our web site
advertising business primarily consists of ad-s&ngosts.

Costs of goods sold for fiscal years 2005 and 2068k (in millions):

March 31, % of Net March 31, % of Net
2005 Revenue 2004 Revenue % Change
$1,197 38.2% $1,10¢ 37.3% 8.5%

In fiscal 2005, cost of goods sold as a percentdgatal net revenue increased 0.9 percent fror@ Bércent to 38.2 percent. As a percentage
of total net revenue, the increase was primarily ttua 2.3 percent increase for: (1) pricing actiken in both North America and Europe
due to higher than anticipated channel inventdtyijr(ventory-related costs due to non-recurringaited across several titles, and

(3) incremental costs incurred to produce ourdifta the Nintendo DS and Sony PSP. In additionravdy and online costs increased by

0.8 percent.
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Offsetting these increases was a decrease of &2mieprimarily the result of lower co-publishiagd distribution royalties due to the lower
mix of co-publishing and distribution net revenugidg the year ended March 31, 2005 as compar#tketgear ended March 31, 2004.

We expect cost of goods sold as a percentagealfitet revenue to remain flat during fiscal 200@@spared to fiscal 2005. We expect
margin pressure as a result of a decrease in avsedling prices as current-generation platformsineaand our industry transitions to next-
generation technology and higher license royaltys:aAlthough there can be no assurance, and tualaesults could differ materially, we
expect this pressure to be essentially offset tmetananufacturing royalty rates, lower outside demment expense and, to some extent,
product mix.

Marketing and Sales

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

Marketing and sales expenses for fiscal years 20052004 were (in millions):

March 31, % of Net March 31, % of Net
2005 Revenue 2004 Revenue $ Change % Change
$391 12.5% $37C 12.5% $ 21 5.4%

Marketing and sales expenses increased by 5.4rgene remained flat as a percentage of net rexenifiscal 2005 as compared to fiscal
2004 primarily due to:

* An increase of $21 million in headcount and faieititrelated expenses, both to help support thethrofwour marketing and sales
functions worldwide

* An increase of $12 million in marketi-related costs to support our fiscal 2005 relee
The increase in marketing and sales expenses wiallgaffset by the following:

* A decrease of $9 million in advertising expense@spared to the prior fiscal yei

* A decrease of $4 million in bonus expense as coatpiar the prior fiscal yea

Marketing and sales expenses included vendor resements for advertising expenses of $42 millioth $45 million in fiscal 2005 and
fiscal 2004, respectively.

General and Administrative

General and administrative expenses consist cbpeed and related expenses of executive and adnaitivg staff, fees for professional
services such as legal and accounting, gains @pssefixed asset disposals, and allowances foidieats.

General and administrative expenses for fiscalsy2805 and 2004 were (in millions):

March 31, % of Net March 31, % of Net
2005 Revenue 2004 Revenue $ Change % Change
$221 7.1% $18¢ 6.2% $ 36 19.8%

General and administrative expenses increased BypEdcent, or 0.8 percent of net revenue, in i385 compared to fiscal 2004 primarily
due to:

* An increase of $48 million in employee-related sqetimarily due to (1) charges taken in connectiith certain employee-related
litigation matters and (2) an increase in headcandtother personnel-related costs to help supporadministrative functions
worldwide.

* An increase of $20 million in professional and canted services, such as Sarbanes-Oxley compl@sts, business development
expenses and legal fees, along with other costsgport our busines
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The increase in general and administrative expemnasgartially offset by the following:

* A decrease of $17 million in facilities-related erges primarily due to accelerated depreciatioaquipment and software that were
replaced and due to wr-offs of assets that were taken out of service énpttior fiscal year

* A decrease of $8 million in bonus expense as coatpiar the prior fiscal yea

* A decrease of $8 million in our investment in it university relationship

Research and Development

Research and development expenses consist of egigrsirred by our production studios for persomaklted costs, consulting, equipment
depreciation and any impairment of prepaid roysit@ pre-launch products. Research and developexgr@nses for our online business
include expenses incurred by our studios consistfrdjrect development costs and related overheatsén connection with the development
and production of our online games. Research anelalgment expenses also include expenses assouidbedevelopment of web site
content, network infrastructure direct expensefinsoe licenses and maintenance, and network amgement overhead.

Research and development expenses for fiscal 28@&and 2004 were (in millions):

March 31, % of Net March 31, % of Net
2005 Revenue 2004 Revenue $ Change % Change
$633 20.2% $511 17.3% $122 24.(%

Research and development expenses increased bpetddht, or 2.9 percent of net revenue, in fig0@ls as compared to fiscal 2004
primarily due to:

* An increase of $103 million in personnel-relatedtsaesulting from a 30 percent increase in emg@dyeadcount primarily in our
Canadian and European studios, which included $i&mbf stock-based employee compensation reledealir acquisition of Criterion
Software Group Ltd (“Criterion”). These increasesrevpartially offset by a $20 million reductionbionus expense as compared to the
prior fiscal year

* An increase of $19 million in external developmerpenses due to the development of new produdtsawit co-publishing partners
and development costs for Renderware and mobitéoptas.

« An increase of $18 million in faciliti-related expenses to help support the growth of@agarch and development functions worldw

We expect research and development spending tonaertb increase in total dollars and as a pergentd net revenue in fiscal 2006 as we
continue to invest in next-generation tools andhbedogies, products for new platforms, and, tosade extent, as we increase spending on
titles for the PC and current-generation consobelpcts.

Acquired In-process Technology

Acquired in-process technology charges for fisegrg 2005 and 2004 were (in millions):

March 31, % of Net March 31, % of Net
2005 Revenue 2004 Revenue $ Change % Change
$13 0.4% $ — 0.0% $ 13 N/M

The acquired in-process technology was the re$atioacquisitions of 100 percent of Criterion adadditional 44 percent of Digital
lllusions C.E. (“DICE") during the year ended Mar@h, 2005. Acquired in-process technology incluttesvalue of products in the
development stage that are not considered to leaahed technological feasibility or have alterrafivture use. Accordingly, the acquired in-
process technology was expensed in the Consolig&tttdment of Operations upon consummation of thegaisitions. See Note 4 of the
Notes to Consolidated Financial Statements fortamtail information.
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Interest and Other Income, Net

Interest and other income, net, for fiscal yeai@2&nd 2004 was (in millions):

March 31, % of Net March 31, % of Net
2005 Revenue 2004 Revenue $ Change % Change
$56 1.8% $21 0.7% $ 35 163.8¥%

Interest and other income, net, in fiscal 2005eéased from fiscal 2004 primarily due to:

* An increase of $15 million in interest income, ret,a result of higher yields on higher averagh,cessh equivalents and short-term
investments balances in fiscal 20

* An increase of $10 million due to gains on invesitae

* An increase of $8 million due to a net gain fron fmreign currency activities

Income Taxes

Income taxes for fiscal years 2005 and 2004 weren(ilions):

March 31, Effective March 31, Effective
2005 Tax Rate 2004 Tax Rate % Change
$221 30.5% $22C 27.5% 0.7%

Our effective income tax rate reflects tax benefasived from significant operations outside th& Uwhich are generally taxed at rates lower
than the U.S. statutory rate of 35 percent. Thectiffe income tax rate was 30.5 percent for fi2€&l5 and 27.5 percent for fiscal 2004. Our
increased effective income tax rate in fiscal 2pfimarily reflects the fact that we resolved carti@ix-related matters with the Internal
Revenue Service during fiscal 2004, which loweredfscal 2004 income tax expense by approximakaly million and resulted in a

2.5 percent rate reduction. Additionally, adjusttserelated to certain tax audit developments, aghan valuation allowance, and non-
deductible acquisition-related costs, partiallyseffby the geographic mix of taxable income sulijetdwer tax rates for fiscal 2005,
increased our effective income tax rate in fis@0%

We currently intend to indefinitely reinvest ouicamulated foreign earnings outside the United Stated, accordingly, have not provided
U.S. taxes that would be incurred if such earningee repatriated back to the U.S. Undistributediegs of our foreign subsidiaries
amounted to approximately $896 million as of MaBdh 2005.

Our effective income tax rates for fiscal 2006 &utdre periods will depend on a variety of factdfer example, changes in our business,
including acquisitions, changes in our internatlateucture, changes in the geographic locatiobusiness functions or assets, changes in the
geographic mix of income, as well as changes itemnination of, our agreements with tax authasitiealuation allowances, applicable
accounting rules, applicable tax laws and regutatioulings and interpretations thereof, developgmentax audit and other matters, and
variations in the estimated and actual level ofushpre-tax income can affect the overall effectneme tax rate for future fiscal years. In
addition, we may incur additional tax expense todRtent we undertake certain international resirings that we are considering.

The American Jobs Creation Act of 2004 (the “Jobg"Aenacted on October 22, 2004, provides famagorary 85 percent dividends
received deduction on certain foreign earningstregiad in fiscal 2005 or fiscal 2006. The deductiwould result in an approximate

5.25 percent federal tax on a portion of the faredgrnings repatriated. State, local and foreigag@ould apply as well. To qualify for this
federal tax deduction, the earnings must be retedds the United States pursuant to a domestiwvesiment plan established by our chief
executive officer and approved by the Board of Etiwes. Certain other criteria in the Jobs Act nhessatisfied as well. The maximum amc
of our foreign earnings that we may repatriate ecttjo the Jobs Act deduction is $500 million.

We historically have considered undistributed aagsiof our foreign subsidiaries to be indefinitedjnvested and, accordingly, no U.S. taxes
have been provided thereon. As a result of the Aahswe are in the process
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of evaluating whether we will change our intentioegarding a portion of our foreign earnings ar tadvantage of the repatriation
provisions of the Jobs Act, and if so, the amohat tve would repatriate. We may not take advantddiee new law at all. In addition to not
having made a decision to repatriate any foreigniegs, we are not yet in a position to accuratigdiermine the impact of a qualifying
repatriation, should we choose to make one, onmmame tax expense for fiscal 2006. If we decidesfmatriate a portion of our foreign
earnings, we would be required to recognize inctareexpense related to the federal, state, lochfaneign taxes that we would incur on the
repatriated earnings when the decision is madeetimate that the reasonably possible amount dhtteame tax expense could be up to
$35 million. We expect to be in a position to fizalour analysis no later than February 2006.

Net Income

Net income for fiscal years 2005 and 2004 was (ilians):

March 31, % of Net March 31, % of Net
2005 Revenue 2004 Revenue $ Change % Change
$504 16.1% $577 19.5% $(73) (12.7%)

Reported net income decreased in fiscal 2005 apaed to fiscal 2004 primarily due to growth in @xpenses, especially research and
development, as we prepared for the adoption afgemeration technology within our industry whiletlze same time we continued to devote
resources to the development of products for cthgeneration consoles.

Comparison of Fiscal 2004 to Fiscal 2003
Net Revenue

From a geographical perspective, our net revenuthéofiscal years ended March 31, 2004 and 20G3asdollows (in millions):
Year Ended March 31,

%

2004 2003 Increase Change
North America $1,61( 54.0% $1,43¢ 57.6% $ 174 12.1%
Europe 1,18( 39.9%% 87¢ 35.4% 301 34.2%
Asia Pacific 167 5.7% 167 6.8% — (0.2%)
International 1,347 45.6%  1,04¢ 42.2% 301 28.8%
Consolidated Net Reveni $2,957 100.(% $2,48: 100.(% $  47E 19.1%

North America

For fiscal 2004, net revenue in North America ilased by 12.1 percent as compared to fiscal 20@8n Rrfranchise perspective, the net
revenue increase was primarily driven by higheesalf products released during the year ended MgircB004 in the following eight
franchises: Need for Speed, NBA STREET, NFL STRB#&dden NFL, Def Jam, SSX, Tiger Woods/ PGA TOUR &P Baseball.
Increased sales in these franchises resulted imcagase in net revenue of $353 million for theryer@ded March 31, 2004 as compared to the
year ended March 31, 2003. Increases in net revieanethese franchises were partially offset byg Decrease in our Harry Potter franch

as the fiscal 2004 titldjarry Potter™ : Quidditch™ World Cup, had no associated movie release, while our fa8@8 productHarry Potter
and the Chamber of Secretgs released in conjunction with the blockbustevimof the same title, (2) the termination of ogudre EA

joint venture agreement, and (3) a decrease irenehue in our Bond franchise as a result of théng of the release James Bond 007:
Everything or Nothin¢(on all platforms except the Game Boy Advancehmfourth quarter of fiscal 2004, as compared éostinong sales of
James Bond 007: NIGHTFIRwhich was released in the third quarter of fis€¥2 Together, lower sales in these franchises
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reduced net revenue by $177 million for the yeateghMarch 31, 2004 as compared to the year endechigd., 2003.

Europe

For fiscal 2004, net revenue in Europe increase8h$ percent as compared to fiscal 2003. We etdifpaeign exchange rates (primarily the
Euro and the British pound sterling) strengtheregmbrted European net revenue by approximately #1i8i®n or 15 percent for the year
ended March 31, 2004. From a franchise perspedtieenet revenue increase was primarily drivenighér sales of products released during
the year ended March 31, 2004 in the following efefranchises: Need for Speed, The Sims, FIFA Sptoed of the Rings, Medal of

Honor, Final Fantasy, SSX, Football Manager, Free&ighters, Tiger Woods/ PGA TOUR and Rugby. Inseebsales in these franchises
resulted in an increase in net revenue of $373anifor the year ended March 31, 2004 as comparéidet year ended March 31, 2003. The
increase was partially offset by (1) a decreasmuinHarry Potter franchise, as the fiscal 2004 titlarry Potter: Quidditch World Cuphad nc
associated movie release, while our fiscal 2008 yecgHarry Potter and the Chamber of Secretss released in conjunction with the
blockbuster movie of the same title, and (2) areexgd decrease in sales of our World Cup franahigeto strong sales in the year ended
March 31, 2003 in conjunction with the World Cupertvand no similar event in the year ended Marct2804. Together, the two items nc
above, reduced net revenue by $92 million for tharyended March 31, 2004 as compared to the ydadeviarch 31, 2003.

Asia Pacific

For fiscal 2004, net revenue from sales in our Asaific region remained flat as compared to fi€43. Although there were net revenue
increases from our Need for Speed, The Sims aret &fnchises, these increases were offset byrdecin the sales of products in our Harry
Potter, World Cup and Final Fantasy franchises.edtenate foreign exchange rates strengthened expésia Pacific net revenue by
approximately $21 million or 12.4 percent, for tfear ended March 31, 2004. Excluding the effedbr#ign exchange rates, we estimate that
Asia Pacific net revenue decreased by approxim&2lymillion or 12.6 percent, for the year endeddia31, 2004.
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Our net revenue by product line for fiscal year82and 2003 is as follows (in millions):
Year Ended March 31,

Increase/ %

2004 2003 (Decrease) Change
Consoles
PlayStation : $1,31¢ 44.% $ 911 36.7% $ 404 44.4%
Xbox 384 13.(% 21¢ 8.8% 16t 75.2%
Nintendo GameCuk 20C 6.8% 177 7.1% 23 13.2%
Other console 30 1.C% 10C 4.C% (70 (70.4%)
Total Console! 1,92¢ 65.2% 1,407 56.€% 522 37.1%
PC 47C 15.%% 49¢ 20.2% (29 (6.C%)
Mobility
Game Boy Advanc 77 2.6% 79 3.2% 2 (2.2%)
Game Boy Colo 1 0.C% 26 1.1% (25) (96.€%)
Total Mobility 78 2.6% 10t 4.2% (27) (25.€%)
Cca-publishing and Distributio 39¢ 13.5% 37¢ 15.1% 22 6.C%
Internet Services, Licensing and Otl
Subscription Service 49 1.7% 45 1.8% 4 10.%
Licensing, Advertising and Oth: 33 1.1% 50 2.C% (A7) (34.2%)
Total Internet Services, Licensing and
Other 82 2.8% 95 3.8% (13 (13.C%)
Total Net Revenu $2,951 100.(% $2,48: 100.(% $ 47E 19.1%

PlayStation 2

Net revenue from PlayStation 2 products increasad $911 million in fiscal 2003 to $1,315 million fiscal 2004. As a percentage of tc
net revenue, sales of PlayStation 2 products isexkay 7.7 percent in fiscal 2004. The increaseetrrevenue was primarily due to growth in
the installed base and greater demand for our ptedu

Xbox

Net revenue from Xbox products increased from $2ilBon in fiscal 2003 to $384 million in fiscal 2@. As a percentage of total 1
revenue, sales of Xbox products increased by 4@pein fiscal 2004. The increase in net revenae primarily due to growth in the
installed base and greater demand for our products.

Nintendo GameCub:

Net revenue from Nintendo GameCube products inecetem $177 million in fiscal 2003 to $200 milliém fiscal 2004. The increase in t
revenue was primarily due to growth in the insthlbase of the Nintendo GameCube.

Other console:

In fiscal 2004, net revenue from Other consolesnanily the PlayStation, decreased by $70 millior$80 million as compared to fiscal 2003.
We anticipated the decline in net revenue from 8latjon products as we continued to transition aft@y that platform.
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PC

Net revenue from P-based products decreased from $499 million irafi@03 to $470 million in fiscal 2004. As a perizgye of total net
revenue, sales of PC products decreased by 4.8miercfiscal 2004. PC net revenue declined, Igrdek to declines of sales in the Harry
Potter, World Cup and Bond franchises as discuabeue, which were partially offset by an increasedles of the Lord of the Rings
franchise.

Mobility

Net revenue from mobile products decreased frond$idillion in fiscal 2003 to $78 million in fiscald®4. The decrease in mobility w
primarily due to the expected decline in our Gamg Bolor net revenue as we transitioned away frigam platform.

Cc-Publishing and Distribution

In fiscal 2004, net revenue from co-publishing didribution products increased by $22 million 898 million as compared to fiscal 2003.
The increase was due to a $75 million increaseuioje primarily from increased sales in the Firexttasy, Freedom Fighters and Battlefield
franchises, partially offset by a decline in the¢@ddom Hearts franchise in North America. Althoughpablishing and distribution net rever
increased, it declined as a percentage of totalevenue.

Subscription Service

In fiscal 2004, net revenue from subscription segsiproducts increased by $4 million to $49 milléencompared to fiscal 2003. The increase
in net revenue was primarily due to the numbewbisribers to Club Pogo (launched in July 2003) gurdhasers of Pogo Downloadables
(launched in May 2003), partially offset by a dex® in subscription net revenue frdime Simg“ Online, Ultima Online™ , and

Earth & Beyond™ subscription services.

Licensing, Advertising and Othe

In fiscal 2004, net revenue from licensing, adwsamty and other products decreased by $17 milliggB® million as compared to fiscal 2003.
The decrease was a result of expected declinagriadvertising and programming net revenue follgnonir renegotiation of the terms of our
relationship with AOL during the three months endade 30, 2003.

Operations by Segment

In March 2003, we consolidated the operations effA.com business segment into our core businessibe we began to consider online
capability and gameplay as integral to our existind future products. Accordingly, beginning Adril2003, we no longer managed our
online products and services as a separate busiage®ent, and we consolidated the reporting retatedr online products and services into
reporting for the overall development and publmatdf our core products for all reporting periodsliag after that date. This change better
reflected the way in which our Chief Executive O&ii (our chief operating decision maker) reviews aranages our business and reflects the
importance of our online products and servicegixgdo the rest of our business. Concurrently eliminated separate reporting for our

Class B common stock for all reporting periods agdifter April 1, 2003. Fiscal 2003 has been rest&d conform with fiscal 2004
presentation. See Note 6 of the Notes to Conselitleinancial Statements, included in Item 8 of thjzort.

Our view and reporting of business segments maggdhdue to changes in underlying business factgiatwimstances and the evolution of
our reporting to our Chief Executive Officer.
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Cost of Goods Sold
Costs of goods sold for fiscal years 2004 and 208 (in millions):

March 31, % of Net March 31, % of Net
2004 Revenue 2003 Revenue % Change
$1,10: 37.3% $1,07: 43.2% 2.8%

In fiscal 2004, cost of goods sold as a percenthget revenue decreased by 5.9 percentage poi3s.3 percent, from 43.2 percent for fis
2003, primarily due to a 3.3 percent decreaseadymt costs and a 2.8 percent decrease in royskg.r

The 3.3 percent decrease in product costs was plyraaresult of:

« Lower co-publishing and distribution product costs,a percentage of net revenue, due to a higheofnesb-publishing titles relative to
distribution titles in fiscal 2004. Co-publishinifjés generally have higher gross margins thamidigion titles. Lower cgublishing an
distribution costs, as a percentage of net revanaeased total gross margin by 1.6 percent gafi2004.

 Lower average manufacturing costs increased totalsgmargin by 1.0 percent in fiscal 20

« Lower period costs primarily due to improved inv@gtmanagement in North America. Lower period castseased total gross margin
by 0.5 percent in fiscal 200

The 2.8 percent decrease in royalty rates was pilinithe result of:

« Decreased third-party development royalties primahie to a higher mix of titles developed intetpahther than externally in fiscal
2004. Significant titles that were developed inédisnin fiscal 2004 for which a comparable titlechaeen developed externally in fiscal
2003 includedlames Bond 007: Everything or Nothiagd The Lord of the Rings; The Return of the KM estimate that lower
development royalties increased gross margin byé&r@ent, which was spread across multiple plat$o

 Lower license royalties, as a percentage of netrmeg, afNeed for Speed Undergroundur highest grossing title of fiscal 2004, had a
significantly lower license royalty rate thatarry Potter and the Chamber of Secretaur highest grossing title of fiscal 2003. Lower
license royalties, as a percentage of net revénaesased total gross margin by 1.1 percent irafi2004.

Marketing and Sales

In fiscal 2003, marketing and sales expense inclikle amortization of the carriage fees payabldéHerdistribution of our online games on
AOL, which we are no longer required to pay.

Marketing and sales expenses for fiscal years 20042003 were (in millions):

March 31, % of Net March 31, % of Net
2004 Revenue 2003 Revenue $ Change % Change
$37C 12.5% $33z 13.4% $ 38 11.4%

Marketing and sales expenses increased by 11.4mdrcfiscal 2004 as compared to fiscal 2003 prilpdue to:

* An increase in our advertising, contract serviaes$ gromotional expenses of $38 million as we in@etally increased our advertising
campaigns to support the release of new ti

« A 13.6 percent increase in average headcount tedusupport the growth of our marketing and shlastions worldwide, which
resulted in an increase to persorrelated costs of approximately $17 millic

The increase in marketing and sales expenses wiallgaffset by the discontinuance of carriage femyments to AOL, which resulted in a
decrease of $18 million.
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As a percentage of net revenue, marketing and safeEnses declined from 13.4 percent in fiscal 2002.5 percent in fiscal 2004.
Marketing and sales expenses included vendor ragements for advertising expenses of $45 milliofiscal 2004 and $28 million in fiscal
2003.

General and Administrative

General and administrative expenses for fiscals/2804 and 2003 were (in millions):

March 31, % of Net March 31, % of Net
2004 Revenue 2003 Revenue $ Change % Change
$18t 6.3% $131 5.3% $54 41.2%

General and administrative expenses increased Bypétcent, or 1.0 percent of net revenue, in fiz084 compared to fiscal 2003 primarily
due to:

* An increase in depreciation expense of approxima#i&8 million primarily due to accelerated depréoion equipment and software
that are being replaced and due to v-offs of assets that have been taken out of seiwiiscal 2004.

* An increase of approximately 9 percent, or $15iamillin personn«-related costs to support the continued growth ofbausiness
* An increase in contributions of $8 million as weest in our strategic university relationshi

* An increase of approximately $11 million in profiessl services

« An increase of approximately $10 million in infortizm technology and facilities expens

The increase in general and administrative expenasgartially offset by a decrease in bad deberse of $9 million, primarily as a resuli
collecting on accounts that we had previously detoreollectible.

Research and Development

Research and development expenses for fiscal 28@rkand 2003 were (in millions):

March 31, % of Net March 31, % of Net
2004 Revenue 2003 Revenue $ Change % Change
$511 17.3% $401 16.1% $11C 27.4%

Research and development expenses increased bp&¢eht, or 1.2 percentage points of net revanudescal 2004 compared to fiscal 2003
primarily due to:

« Increases in personnel-related costs of $101 mithiowhich approximately $64 million resulted frar22.2 percent increase in average
regular ful-time employee headcoui

 An overall increase in external development expe$&23 million related to development of new proid.

The increase in research and development experasepantially offset by a decrease in depreciatimh@her operating expenses due to asse!
impairments recognized in the third and fourth terarof fiscal 2003.

Amortization of Intangibles

Amortization of intangibles for fiscal years 2004da2003 was (in millions):

March 31, % of Net March 31, % of Net
2004 Revenue 2003 Revenue $ Change % Change
$ 3 0.1% $ 8 0.3% $(5) (63.4%)

Amortization of intangibles resulted primarily fromur acquisitions of Westwood, Kesmai, DreamWorketactive, ABC Software, Pogo &
other acquisitions. The decline in amortization wassult of the impairment charges taken in fi2043.
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Restructuring and Asset Impairment Charges

Restructuring and asset impairment charges foalfigears 2004 and 2003 were (in millions):

March 31, % of Net March 31, % of Net
2004 Revenue 2003 Revenue % Change
Restructuring Charge $ 9 0.3% $ 15 0.6% (35.7%)
Asset Impairment Charg: $— 0.0% $ 66 2.7% (100.0%)

Fiscal 2004 Studio Restructuring

During the fourth quarter of fiscal 2004, we closiee majority of our leased studio facility in WatrCreek, California and our entire owned
studio facility in Austin, Texas in order to conisialte local development efforts in Redwood CitylifSenia. We recorded total pre-tax
charges of $9 million, consisting of $7 million foonsolidation of facilities (net of expected fidwwublease income), $2 million for workforce
reductions of approximately 117 personnel andtleas $1 million for the write-off of non-currentsegs, primarily leasehold improvements.

Fiscal 2003 Studio Restructurin

During the third quarter of fiscal 2003, we closed office located in San Francisco, California aud studio located in Seattle, Washington
in order to consolidate local development effontRedwood City, California and Vancouver, Britisbl@nbia, Canada. We recorded total
pretax charges of $9 million, consisting of $7 millitar consolidation of facilities (net of expectadure sublease income), $1 million for
write-off of non-current assets, primarily leasehishprovements, and $1 million for workforce redans of approximately 33 personnel.

Additionally, during the fourth quarter of fiscad@3, we approved a plan to consolidate the Los Rsg€alifornia, Irvine, California and L
Vegas, Nevada, studios into one major game studim$ Angeles. We recorded a total pre-tax restrig charge of $5 million, including
$2 million for the shutdown of facilities and asided costs, $2 million for the write-off of nonfecent assets, primarily leasehold
improvements and $1 million for workforce reducson

Fiscal 2003 Online Restructuring

In March 2003, we consolidated the operations ofc@ into our core business, and eliminated sepaegtorting for our Class B common
stock for all future reporting periods after fis@8l03. We recorded restructuring charges, includsgget impairment, of $67 million,
consisting of $2 million for workforce reductionsapproximately 50 personnel, $2 million for condation of facilities and $63 million for
the write-off of non-current assets. The consolaradf facilities resulted in the closure of EA.cen€hicago and Virginia facilities and an
adjustment for the closure of EA.com’s San Dieguiit in fiscal 2002.

As part of the restructuring efforts, we perfornimgairment tests under SFAS No. 144¢counting for the Impairment or Disposal of Long-
Lived Asse” , to evaluate the recoverability of our long-livassets and remaining finite-lived identifiable mdéble assets utilized in the
EA.com business. This test was performed in thettioguarter of fiscal 2003 in conjunction with threerall valuation of the EA.com legal
entity and its Class B common stock. As of MarchZ103, the unit sales and the number of subserifoemhe Sims Onlinegur flagship
EA.com product, and overall EA.com performance veggeificantly below our expectations, which we sigiered to be a triggering event
under SFAS No. 144. These results caused us t@karust of our plans to develop similar online protd that would have utilized the long-
lived assets associated with the EA.com businagsairment charges on long-lived assets amount&63amillion and included $25 million
relating to impaired customized internal-use sofensystems for the EA.com infrastructure, $26 wrilfor other long-lived assets and

$12 million of finite-lived intangibles impairmenharges relating to EA.com’s acquisitions of Kes@aiporation and Pogo Corporation.
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Fiscal 2002 Online Restructuring

In October 2001, we announced restructuring it involving EA.com and the closure of EA.coman®iego studio and consolidation of
our San Francisco and Virginia facilities. As autesve recorded restructuring charges of $20 onilliconsisting of $4 million for workforce
reductions, $3 million for consolidation of fadéis and other administrative charges and $13 mifiaw the write-off of noncurrent assets al
facilities.

All restructuring charges recorded prior to Decen8ie 2002 were recorded in accordance with Emgrtgsues Task Force (“EITF") No. 94-
3, “ Liability Recognition for Certain Employee Termiioait Benefits and Other Costs to Exit an Activityc(uding Certain Costs Incurred ir
Restructuring”, EITF No. 95-03,"Recognition of Liabilities in Connection with a Rihase Business Combinationand SAB No. 100,
“Restructuring and Impairment Charges’All restructuring charges recorded subsequeBtetcember 31, 2002, were recorded in accordance
with SFAS No. 1465Accounting for Costs Associated with Exit or DispbActivities”. Adjustments to the restructuring reserves will be
made in future periods, if necessary, based upsthétn-current events and circumstances.

The following table reflects our unaudited pro farconsolidated basic earnings per share for toalfigear ended March 31, 2003 as if the
consolidation of the operations of our EA.com bassegment into our core business had occurtbd beginning of the period (in millior
except per share data):

Year Ended
March 31,
2003
Net income;
As reportec $ 317
Pro forma $ 317
Earnings per shar
As reportec $ 1.17
Pro forma $ 1.1z2
Number of shares used in computati
As reportec 282
Add: conversion of AOL and News Corp Clas 1
Pro forma 282

For further discussion on our restructurings arsgisnpairment charges, see Note 6 in the Not€otwsolidated Financial Statements,
included in Item 8 of this report.

Interest and Other Income, Net

Interest and other income, net for fiscal years42@0d 2003 was (in millions):

March 31, % of Net March 31, % of Net
2004 Revenue 2003 Revenue $ Change % Change
$21 0.7% $5 0.2% $16 N/M

Interest and other income, net, in fiscal 2004eased from fiscal 2003 primarily due to the follogi
* Interest income increased by $8 million in fisc@02 as a result of higher average cash balandesatiyear
« During the year ended March 31, 2003, we recordddmillion for other-than-temporary impairmentsimfestments in affiliates, offset
by income of $5 million recorded from our equity@stment in Square EA, LL(
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Income Taxes

Income taxes for fiscal years 2004 and 2003 weren(ilions):

March 31, Effective March 31, Effective
2004 Tax Rate 2003 Tax Rate % Change
$22C 27.5% $14z 31.0% 53.3%

Our effective income tax rate reflected tax besefgrived from significant operations outside th8.Uwhich are generally taxed at rates
lower than the U.S. statutory rate of 35 percehe &ffective income tax rate was 27.5 percentismaf 2004 and 31.0 percent for fiscal 2003.
The reduced effective income tax rate in fiscal2pfimarily reflected the resolution of certaint@tated matters with the Internal Revenue
Service in the fourth quarter of fiscal 2004, whictvered our income tax expense by $20 million eeslilted in a 2.5 percent rate reduction,
and also reflected a change in the geographic frtiacxable income subject to lower tax rates.

Net Income

Net income for fiscal years 2004 and 2003 was (ilians):

March 31, % of Net March 31, % of Net
2004 Revenue 2003 Revenue $ Change % Change
$577 19.5% $317 12.8% $26C 82.1%

Reported net income increased in fiscal 2004 coatptr fiscal 2003 primarily due to the reasonsutised above. Although the dollar
amount of our expenses increased in fiscal 20@bampared to fiscal 2003, net income as a percemfwet revenue increased to

19.5 percent as compared to 12.8 percent in fX@@B8 as expenses, including our cost of goods goday at a slower rate than did our net
revenue.

Impact of Recently Issued Accounting Standar

In March 2004, the Financial Accounting Standardaf8 (“FASB”) ratified the other-than-temporary iaipnent measurement and
recognition guidance and certain disclosure requérgs for impaired securities as described in HEBEe No. 03-1;The Meaning of Other-
Than-Temporary Impairment and Its Application tat@im Investments” In September 2004, the FASB issued a proposdtiFgiaition
(“FSP”) EITF Issue No. 03-1-dmplementation Guidance for the Application of Rgraph 16 of EITF 03-1 The proposed FSP will
provide measurement and recognition guidance \egpect to debt securities that are impaired saleéyto interest rates and/or sector
spreads. In October 2004, the FASB delayed theteftedate for the other-thaemporary impairment measurement and recognitiddegiee
contained in paragraphs 10-20 of EITF Issue Nol @8xil FSP Issue No. 03-1-a is issued. Howevés,dhlay does not suspend the
requirement to recognize other-than-temporary immpaints as required by existing authoritative litiera; nor does it delay the required
disclosures about unrealized losses that havee®t tecognized as other-than-temporary impairniemaragraphs 21-22 of EITF Issue
No. 0:-1. See Note 2 of the Notes to Consolidated Firsi8tatements. Management is unable to determim wipact the adoption of the
measurement and recognition guidance in EITF I188ue)3-1 will have on our consolidated financiatsments.

In November 2004, the FASB issued SFAS No. 1Bientory Costs — an amendment of ARB No. 43, @nalj . SFAS No. 151 amends
the guidance in Accounting Research Bulletin (“ARBIb. 43, Chapter 4)nventory Pricing” , to clarify the accounting for abnormal
amounts of idle facility expense, freight, handlgwsts, and wasted material (spoilage) and reqthietshose items be recognized as current-
period charges. SFAS No. 151 also requires thatatilon of fixed production overheads to the co$tsonversion be based on the normal
capacity of the production facilities. SFAS No. 1sEffective for inventory costs incurred duringchl years beginning after June 15, 2005.
Management believes the adoption of SFAS No. 13Inwi have a material impact on our consolidaiedricial statements.

In December 2004, the FASB issued SFAS No. 158change of Non-monetary Assets — an amendmekBfOpinion No. 29"
SFAS No. 153 amends Accounting Principles BoardP®3) No. 29,“Accounting
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for Nor-monetary Transactions; to eliminate the exception for non-monetary exgfes of similar productive assets and replacedttit av
general exception for exchanges of non-monetagtasisat do not have commercial substance. SFAS Bdis effective for non-monetary
exchanges occurring in fiscal periods beginningraftine 15, 2005. Management believes the adoptiSRAS No. 153 will not have a
material impact on our consolidated financial steats.

In December 2004, the FASB issued SFAS No. 1239eeh2004) (“SFAS No. 123R"Share-Based Payment”’SFAS No. 123R requires
that the cost resulting from all share-based payrmansactions be recognized in financial statesasing a fair-value-based method. The
statement replaces SFAS No. 123, supersedes APB3\and amends SFAS No. 95tatement of Cash Flows”While the fair value
method under SFAS No. 123R is very similar to tiefalue method under SFAS No. 123 with regardaéasurement and recognition of
stock-based compensation, management is currerglyating the impact of several of the key diffares between the two standards on our
consolidated financial statements. For example, SNA. 123 permits us to recognize forfeitures ay ticcur while SFAS No. 123R will
require us to estimate future forfeitures and adjus estimate on a quarterly basis. SFAS No. 128B will require a classification change in
the statement of cash flows, whereby a portiomeftax benefit from stock options will move fromeogting cash flow activities to financing
cash flow activities (total cash flows will remainchanged).

In March 2005, the Securities and Exchange ComomsSSEC”) released SAB No. 107Share-based Payment’which provides the views
of the staff regarding the interaction between SE&S 123R and certain SEC rules and regulationpdittic companies. In April 2005, the
SEC adopted a rule that amends the compliance da&SAS No. 123R. Under the revised complianceslave will be required to adopt the
provisions of SFAS No. 123R no later than the fingtrim period of fiscal 2007. While managementtoaues to evaluate the impact of
SFAS No. 123R on our consolidated financial stat@sjave currently believe that the expensing oflstoased compensation will have an
impact on our Consolidated Statements of Operagsongar to our pro forma disclosure under SFAS 23, as amended.

LIQUIDITY AND CAPITAL RESOURCES

Year Ended
March 31, March 31,
2005 2004 Increase
(In millions)
Cash, cash equivalents and s-term investment $ 2,95¢ $ 2,41¢ $ 544
Marketable equity securitie 14C 1 13¢
Total $ 3,09¢ $ 2,41¢ $ 68¢
Percentage of total assi 70.9% 69.7%
Year Ended
March 31, March 31,
2005 2004 Decrease
(In millions)
Cash provided by operating activiti $ 634 $ 66¢ $ (35
Cash provided by (used in) investing activit (1,726 28¢ (2,019
Cash provided by financing activiti 20C 22t (25)
Effect of foreign exchange on cash and cash ecprits 12 18 (6)
Net increase (decrease) in cash and cash equis $ (880 $ 1,20( $ (2,080

Changes in Cash Flov

During the year ended March 31, 2005, we genei$68d million of cash from operating activities asnpared to $669 million for the year
ended March 31, 2004. This decline was primarigy/ risult of (1) our

42




Table of Contents

overall decline in net income for fiscal 2005, k&Jher accounts receivable balances due to thediwii sales in the fourth quarter of fiscal
2005 and (3) higher cash payments for income tadesse declines were partially offset by higheabags in our current liabilities. We
expect to continue to generate significant opegatesh flow in fiscal 2006. For the year ended M&t, 2005, our primary use of cash in
non-operating activities consisted of net purcha$&d ,446 million in short-term investments, $Iflion in capital expenditures, primarily
related to the expansions of our Los Angeles amitWaver studios as well as upgrades to our worledE@RP systems, $90 million for our
purchase of a 19.9 percent investment in Ubis@ft, ®illion for our acquisitions of 100 percent afit€rion and an additional 44 percent of
DICE, and $41 million towards the repurchase amideraent of our common stock. These non-operatupgrditures were partially offset by
$241 million in proceeds from the sale of our comrstock through stock plans and $16 million in gexs from the sale of property during
the year ended March 31, 2005. We anticipate makamginued capital investments in our Vancouvedistaluring fiscal 2006 as well as
completing the remaining $709 million of our $750lion share repurchase program by September 306.20

Short-term investments and marketable equity securii

The composition of our portfolio of cash, cash gglénts and short-term investments changed fromayily cash equivalents, which were
$1.991 billion as of March 31, 2004, to primarilyost-term investments, which were $1.688 billiorod#arch 31, 2005 and, therefore, our
portfolio is more susceptible to changes in shenttinterest rates. As of March 31, 2005, our st@rh investments had gross unrealized
losses of approximately $22 million or 1.3 percefithe total in short-term investments. From tirodine, we may liquidate some or all of
our short-term investments to fund operational se®dther activities, such as capital expenditurasiness acquisitions, or stock repurchase
programs. Depending on the short-term investméiatisvre liquidate to fund these activities, we caeldognize a portion of the gross
unrealized losses.

Marketable equity securities increased to $140imnilas of March 31, 2005, from $1 million as of a1, 2004, primarily due to our
purchase of a 19.9 percent investment in UbisofeEainment.

Receivables, ne

Our gross accounts receivable balance was $45Bmahd $367 million as of March 31, 2005 and Ma8th 2004, respectively. The
increase in our accounts receivable balance wasapily due to an increase in our fourth quarteisgrsales (prior to reserve adjustments)
versus the prior year and the timing of those sal&ch occurred later in the fourth quarter o€&52005 than in the prior year. We expect to
collect a substantial portion of these amountfiénthree months ended June 30, 2005. Reserveaslésrreturns, pricing allowances and
doubtful accounts increased from $155 million aMafch 31, 2004 to $162 million as of March 31, 20Both the sales return and price
protection reserves increased in absolute doliadlsaa a percentage of trailing six month net regeand remained relatively flat as a
percentage of trailing nine month net revenue adaich 31, 2005. We believe these reserves areuatiegased on historical experience and
our current estimate of potential returns and adloges.

Inventories

Inventories increased to $62 million as of March &105 from $55 million as of March 31, 2004 prifhadue to overall growth in Europe.
We typically have a higher inventory balance, aerentage of net revenue, on hand in Europe tha&loith America, due to the need to
provide multiple language versions of each titi¢hat region. No single title represented more tbé@million of inventory as of March 31,
2005.

Other current asset

Other current assets increased to $164 milliorf &saoch 31, 2005, from $163 million as of March 2004, primarily due to the amortizati
of certain prepaid amounts and collections of atisiag credits owed to us by our suppliers offsehigher prepaid royalties as we continue
to invest in our product development.
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Accounts payabl

Accounts payable increased to $134 million as ofdd&1, 2005, from $114 million as of March 31, 2pfrimarily due to higher gross sales
volumes and an extension of payment terms withveadors in fiscal 2005.

Accrued and other liabilities

Our accrued and other liabilities increased to $®@4on as of March 31, 2005 from $630 million @sMarch 31, 2004. The increase was
to increases in income taxes payable, accrualseinding litigation and increases to our deferred amd deferred revenue, offset by a
decrease in royalties payable and accrued payrdltelated expenses. We anticipate our accrueditued liabilities balance will decline
following our bonus payments during the three memthded June 30, 2005.

Financial Condition

We believe that existing cash, cash equivalentstdbrm investments, marketable equity securdigd cash generated from operations will
be sufficient to meet our operating requirementsafdeast the next twelve months, including wogkiapital requirements, capital
expenditures, potential future acquisitions ortstyiz investments, and funding of our stock repasehprogram. We may choose at any time
to raise additional capital to strengthen our firiahposition, facilitate expansion, pursue stratégvestments or to take advantage of busi
opportunities as they arise. There can be no gtedhat such additional capital will be availatolels on favorable terms, if at all, or that it
will not result in substantial dilution to our etiigg stockholders.

Our two lease agreements with Keybank National gission, described in the “Off-Balance Sheet Commeitts” section below, are
scheduled to expire in June 2006 and July 2006c\viently are evaluating whether to extend thedsagurchase the properties under lease,
or identify a third party buyer for the propertighen the leases expire. Should we choose to remeleases, we would not expect a material
change in our lease payments from the amounts uhdeaurrent lease agreements. Should we choqa@r¢base the properties, we could
incur a cash outflow of at least $200 million. Waerk not yet determined the course of action thatvilleéake.

A portion of our cash that was generated from dp®ra domiciled in foreign tax jurisdictions (apgnmately $987 million as of March 31,
2005) is designated as indefinitely reinvestedarespective tax jurisdiction. While we have nanglto repatriate these funds to the United
States in the short-term, if we were required t@ddn order to fund our operations in the Unitéak&s, we would accrue and pay additional
taxes in connection with their repatriation. We iaréhe process of evaluating whether we will rejp#e foreign earnings under the
repatriation provisions of the Jobs Act.

On October 18, 2004, our Board of Directors auttestia program to repurchase up to an aggregafes6fiillion of shares of our common
stock. Pursuant to the authorization, we may rdpase shares of our common stock from time to timteé open market or through privately
negotiated transactions over the course of a twlosth period. During the year ended March 31, 20@85repurchased and retired

805,500 shares of our common stock for approximaiéll million.

We have a “shelf” registration statement on For® & file with the Securities and Exchange CommissT his shelf registration statement,
which includes a base prospectus, allows us atiargyto offer any combination of securities desedlin the prospectus in one or more
offerings up to a total amount of $2.0 billion. Es$ otherwise specified in a prospectus suppleawampanying the base prospectus, we
will use the net proceeds from the sale of any sl offered pursuant to the shelf registratitatesment for general corporate purposes,
including for working capital, financing capitalganditures, research and development, marketinglistribution efforts and, if opportuniti
arise, for acquisitions or strategic alliances.ddeg such uses, we may invest the net proceeaderest-bearing securities. In addition, we
may conduct concurrent or other financings at angt

Our ability to maintain sufficient liquidity coulde affected by various risks and uncertaintiesuigiclg, but not limited to, those related to
customer demand and acceptance of our titles onpretforms and new
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versions of our titles on existing platforms, obility to collect our accounts receivable as thegdme due, successfully achieving our
product release schedules and attaining our foletasles objectives, the impact of competitioa,gbonomic conditions in the domestic and
international markets, seasonality in operatinglissrisks of product returns and the other riggscribed in the “Risk Factors&ction below

Contractual Obligations and Commercial Commitments
Letters of Credit

In July 2002, we provided an irrevocable standiigteof credit to Nintendo of Europe. The standityer of credit guarantees performance of
our obligations to pay Nintendo of Europe for trgdgables of up to € 18 million. The standby lettecredit expires in July 2005. As of
March 31, 2005, we had € 0.5 million payable totbiimio of Europe covered by this standby letterefit.

In August 2003, we provided an irrevocable stanehtgr of credit to 300 California Associates ILC in replacement of our security deposit
for office space. The standby letter of credit guees performance of our obligations to pay casdecommitment up to approximately

$1 million. The standby letter of credit expireircember 2006. As of March 31, 2005, we did neetepayable balance on this standby
letter of credit.

Development, Celebrity, League and Content Licensgsyments and Commitmen

The products produced by our studios are designéddi@ated by our employee designers, artistsyaoétprogrammers and by nemploye:
software developers (“independent artists” or ‘hpiarty developers”)Ne typically advance development funds to the irdelent artists ar
third-party developers during development of ounga, usually in installment payments made upormrdnepletion of specified development
milestones. Contractually, these payments are dereil advances against subsequent royalties arakke of the products. These terms are
set forth in written agreements entered into whih independent artists and third-party developeraddition, we have certain celebrity,
league and content license contracts that contaimmm guarantee payments and marketing commitntbatsare not dependent on any
deliverables. Celebrities and organizations wittomhwe have contracts include: ESPN (content in BORTS games); FIFA and UEFA
(professional soccer); NASCAR (stock car racinghridMadden (professional football); National BabkditAssociation (professional
basketball); PGA TOUR (professional golf); Tiger Wds (professional golf); National Hockey League Biitl PA (professional hockey);
Warner Bros. (Harry Potter, Batman and Superma@MiDanjaq (James Bond); New Line Productions (Lbel of the Rings); National
Football League, Arena Football League and PLAYHRS (professional football); Collegiate Licensi@gmpany (collegiate football and
basketball); ISC (stock car racing); Island Def Jéighting); and Viacom Consumer Products (The Gtur). These developer and content
license commitments represent the sum of (i) tlsé gayments due under non-royalty-bearing liceasdsservices agreements, and (ii) the
minimum payments and advances against royaltiesidder royalty-bearing licenses and services agee&nthe majority of which are
conditional upon performance by the counterparhese minimum guarantee payments and any relatekbtiray commitments are included
in the table below.
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The following table summarizes our minimum contwatbbligations and commercial commitments as ofdd&1, 2005, and the effect we
expect them to have on our liquidity and cash floiuture periods (in millions):

Contractual Obligations Commercial Commitments
Developer/ Letters
Fiscal Year Licensor Bank and of
Ended March 31, Leases?) Commitments Marketing Other Guarantees Credit  Total
2006 $ 30 $ 134 $ 33 $ 4 $ 1 $ 20z
2007 24 131 34 — — 18¢
2008 20 12¢ 30 — — 17¢
2009 15 13¢€ 30 — 181
2010 12 124 31 — — 167
Thereafte 35 83C 197 — — 1,062
Total $ 13€ $ 1,48: $ 35k $ 4 $ 1 $197¢

(1) See discussion on operating leases in the “OlfuB® Sheet Commitments” section herein and Natet®e Notes to Consolidated
Financial Statements, included in Item 8 of thigorg, for additional informatior

@ Developer/licensor commitments include $50 millaf commitments to developers or licensors thaehzseen included in both current
and long-term assets and liabilities in our Conisidéd Balance Sheets as of March 31, 2005 becagskeveloper or licensor does not
have any performance obligations to us. In addjtiarm developer/licensor and marketing commitménteeased significantly in the lat
half of fiscal 2005 primarily as a result of agrests we renewed with the National Football LeaguRLAYERS Inc., as well as an
exclusive, long-term agreement we entered into ®w#PN Inc. (‘ESPN”) for the development and intégglamarketing of ESPN content
in EA SPORTS games beginning in calendar 2006. &tk commitments with ESPN are not contractually dntil fiscal 2011 and
beyond and are presented as such in the table alvevanticipate paying these commitments earliavepublish titles associated with
the agreemen

The lease commitments disclosed above exclude comanis included in our restructuring activities éontractual rental commitments of
$23 million under real estate leases for unutiliafiite space, offset by $13 million of estimatetlire sublease income. These amounts w
expensed in the periods of the related restruguaird are included in our accrued and other ligdslireported on our Consolidated Balance
Sheets as of March 31, 2005. See Note 6 of thesNot€onsolidated Financial Statements, includdteim 8 of this report, for additional
information.

Transactions with Related Parties

On June 24, 2002, we hired Warren Jenson as oef Eimancial and Administrative Officer and agréedoan him $4,000,000, to be
forgiven over four years based on his continuingleyment. The loan does not bear interest. On 24n2004, pursuant to the terms of the
loan agreement, we forgave two million dollarsha toan and provided Mr. Jenson approximately $iilfon to offset the tax implications
of the forgiveness. As of March 31, 2005, the remmg outstanding loan balance was $2,000,000, whitttbe forgiven on June 24, 2006,
provided that Mr. Jenson has not voluntarily resiyhis employment with us or been terminated fosegorior to that time. No additional
funds will be provided to offset the tax implicat@of the forgiveness of the remaining two millawllars.
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OFF-BALANCE SHEET COMMITMENTS
Lease Commitments

We lease certain of our current facilities andaiarequipment under non-cancelable operating lagssements. We are required to pay
property taxes, insurance and normal maintenansts éor certain of our facilities and will be remed to pay any increases over the base yeal
of these expenses on the remainder of our fagilitie

In February 1995, we entered into a build-to-sediske with a third party for our headquarters fgciti Redwood City, California, which was
refinanced with Keybank National Association inyJB001 and expires in July 2006. We accountedHisrdrrangement as an operating lease
in accordance with SFAS No. I3ccounting for Leases’, as amended. Existing campus facilities developgidhase one comprise a total of
350,000 square feet and provide space for salaketiteg, administration and research and developfiuections. We have an option to
purchase the property (land and facilities) foraximum of $145 million or, at the end of the leasearrange for (i) an extension of the lease
or (ii) sale of the property to a third party while retain an obligation to the owner for approxieha90 percent of the difference between
sale price and the guaranteed residual value td 129 million if the sales price is less thars thimount, subject to certain provisions of the
lease.

In December 2000, we entered into a second buikliiblease with Keybank National Association fdive and one-half year term beginning
December 2000 to expand our Redwood City, Calitoh@adquarters facilities and develop adjacentgstpadding approximately

310,000 square feet to our campus. Constructioncaapleted in June 2002. We accounted for thismmgement as an operating lease in
accordance with SFAS No. 13, as amended. Thetfasifprovide space for sales, marketing, admirtisttaand research and development
functions. We have an option to purchase the ptgpfer a maximum of $130 million or, at the endtbé lease, to arrange for (i) an extension
of the lease, or (ii) sale of the property to adhparty while we retain an obligation to the owfa@rapproximately 90 percent of the differel
between the sale price and the guaranteed residlued of up to $119 million if the sales priceésd than this amount, subject to certain
provisions of the lease.

We believe the estimated fair values of both prigeiunder these operating leases are in excahgiofespective guaranteed residual values
as of March 31, 2005.

For the two lease agreements with Keybank Natigisabciation, as described above, the lease ratdsased upon the Commercial Paper
Rate and require us to maintain certain finanaakoants as shown below, all of which we were imglgance with as of March 31, 2005.

Actual as of
Financial Covenants Requirement March 31, 2005
Consolidated Net Worth (in million: $ 2,061 $ 3,49¢
Fixed Charge Coverage Ra 3.0C 19.9:
Total Consolidated Debt to Capi 60% 6.6%
Quick Ratio— Q1 & Q2 1.0C N/A
Q3&Q 1.7¢ 13.0%

As our two lease agreements with Keybank Natiorsso&iation are scheduled to expire in June 200&8Jalyd2006, we currently are
evaluating whether to extend the leases, purclhasproperties under lease, or identify a thirdyphrtyer for the properties when the leases
expire. We have not yet determined the course tafrathat we will take. See the “Liquidity and CegpiResources” section above for
additional information.

In July 2003, we entered into a lease agreemehtanitindependent third party (the “Landlord”) fostadio facility in Los Angeles,
California, which commenced in October 2003 andresgn September 2013 with two five-year optiomgxtend the lease term.
Additionally, we have options to purchase the propafter five and ten years based on the fair miavilue of the property at the date of s
a right of first offer to purchase the property ngerms offered by the Landlord, and a right tarehia the profits from a sale of the property.
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We have accounted for this arrangement as an apgtagse in accordance with SFAS No. 13, as anteritdasting campus facilities
comprise a total of 243,000 square feet and prosidee for research and development functionsréntal obligation under this agreemer
$50 million over the initial ten-year term of treake. This commitment is offset by sublease incoi$® million for the sublet to an affiliate
of the Landlord of 18,000 square feet of the Log@les facility, which commenced in October 2003 arpires in September 2013, with
options of early termination by the affiliate affare years and by us after four and five years.

In June 2004, we entered into a lease agreememiwitndependent third party for a studio facilityOrlando, Florida, which commenced in
January 2005 and expires in June 2010, with oreeyfear option to extend the lease term. The carfgmilies comprise a total of

117,000 square feet, which we intend to use faared and development functions. We have accodatdtis arrangement as an operating
lease in accordance with SFAS No. 13, as amendeadieDtal obligation over the initial five-and-akhgear term of the lease is $13 million.

Litigation

On July 29, 2004, a class action lawsKitschenbaum v. Electronic Arts Incwas filed against us in Superior Court in San@datalifornia
The complaint alleges that we improperly classifieage Production Employees” in California as ex¢mployees and seeks injunctive
relief, unspecified monetary damages, interestatmtneys’fees. The complaint was first amended on or abawvelber 30, 2004 to add t
former employees as named-plaintiffs, and amendathan or about January 5, 2005 to add anotherédoemployee as a named-plaintiff.
The allegations in the complaint were not mategrialanged by the amendments.

On February 14, 2005, a second employment-reldsesd action lawsuitiasty v. Electronic Arts Ing.was filed against us in Superior Court
in San Mateo, California. The complaint allegeg tha improperly classified “Engineers” in Califoanis exempt employees and seeks
injunctive relief, unspecified monetary damageternest and attorneys’ fees. On or about March @852we received a first amended
complaint, which contains the same material aliegatas the original complaint. We answered thet imended complaint on April 20, 20

On March 24, 2005, a purported class action lavwsaé filed against us and certain of our officerd directors. The complaint, which asserts
claims under Section 10(b) and 20(a) of the SdesriExchange Act of 1934 based on allegedly fatskemaisleading statements, was filed in
the United States District Court, Northern Dista€tCalifornia, by an individual purporting to regsent a class of purchasers of EA common
stock. Additional purported class action lawsugsd been filed in the same court by other indivislaaserting the same claims against us.
We have not yet responded to any of the compldimtaddition, on April 12, 2005, a shareholder dative action was filed against certain of
our officers and directors. This suit asserts calrased on substantially the same factual allegmset forth in the federal class action
lawsuits. The complaint was filed in San Mateo SigpeCourt. On April 13, 2005, a second shareholtbivative action was filed in

San Mateo Superior Court based on the same clartigedirst complaint. On May 16, 2005, a shareéotterivative action based on
substantially the same allegations was filed inUh&ed States District Court, Northern District@élifornia. We have not responded to the
shareholder derivative complaints.

In addition, we are subject to other claims ariddtion arising in the ordinary course of busin€gr management considers that any liability
from any reasonably foreseeable disposition of sbbr claims and litigation, individually or ingtaggregate, would not have a material
adverse effect on our consolidated financial positir results of operations.

Director Indemnity Agreements

We have entered into indemnification agreement wighmembers of our Board of Directors to indemttifgm to the extent permitted by law
against any and all liabilities, costs, expensegmunts paid in settlement
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and damages incurred by the directors as a refaityolawsuit, or any judicial, administrative avestigative proceeding in which the
directors are sued as a result of their serviceesbers of our Board of Directors.

INFLATION

We believe the impact of inflation on our result®perations has not been significant for eacthefgast three fiscal years.

RISK FACTORS

Our business is subject to many risks and unceigainvhich may affect our future financial perf@nce. If any of the events or
circumstances described below occurs, our buseregdinancial performance could be harmed, ouradetsults could differ materially from
our expectations and the market value of our seesirtould decline. The risks and uncertaintiesudised below are not the only ones we
face. There may be additional risks and uncer&sntiot currently known to us or that we currentiyndt believe are material that may harm
our business and financial performance.

Our business is highly dependent on the success timely release of new video game platforms, on tloatinued availability of existing
video game platforms, as well as our ability to dip commercially successful products for thesetfuems.

We derive most of our revenue from the sale of petslfor play on video game platforms manufactimgdhird parties, such as Sony’s
PlayStation 2 and Microsoft's Xbox. The successwfbusiness is driven in large part by the avditgtof an adequate supply of current-
generation video game platforms, the timely releambsuccess of new video game hardware systemabiity to accurately predict which
platforms will be most successful in the marketplaand our ability to develop commercially succelsgfoducts for these platforms. We m
make product development decisions and commit fségmnit resources well in advance of the anticipat#aduction of a new platform. A

new platform for which we are developing producesyrbe delayed, may not succeed or may have a sliteteycle than anticipated. If the
platforms for which we are developing productsrasereleased when anticipated, are not availabégléguate amounts to meet consumer
demand, or do not attain wide market acceptanaerevenue will suffer, we may be unable to fullgoger the resources we have committed,
and our financial performance will be harmed.

Our industry is cyclical and has entered a transiti period heading into the next cycle. During thetsition, we expect our costs to
increase, we may experience a decline in salesasuamers anticipate and adopt next-generation pratiiand our operating results may
suffer and become more difficult to predic

Video game platforms have historically had a lijele of four to six years, which causes the vidamg software market to be cyclical as
well. Sony’s PlayStation 2 was introduced in 208@ Microsoft’'s Xbox and the Nintendo GameCube wete@duced in 2001. Over the
course of the next eighteen months, we expect Sditypsoft and Nintendo to introduce new video gauteaforms into the market (so-called
“next-generation platforms”). As a result, we bedighat the interactive entertainment industry énaered into a transition stage leading into
the next cycle. During this transition, we intenctbntinue developing new titles for the currentgation of video game platforms while we
also make significant investments preparing tothtice products upon the launch of the next-gemergliatforms. We have and expect to
continue to incur increased costs during the ttemsto next-generation platforms, which are nkely to be offset in the near future. We also
expect development costs for next-generation vgieoes to be greater on a per-title basis than dprrednt costs for curreigieneration vide
games. Further, we expect that, as the currentrgtoe of platforms reaches the end of its cycle aext-generation platforms are introduced
into the market, sales of video games for curremtegation consoles may begin to decline. Consumaysdefer game software purchases
until the next-generation platforms become avaflabhis decline may not be offset by increasedssafi@roducts for the new platforms. For
example, following the launch of Sony’s PlayStatibplatform, we experienced a significant declimegvenue from sales of products for
Sony'’s older PlayStation game console, which wasmmediately offset by revenue generated fromssafeproducts for the PlayStation 2
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platform. If the increased costs we have incurmedi éxpect to continue to incur are not offset dyithme transition, our operating results will
suffer and our financial position will be harmen.dddition, during this transition, we expect opemting results to be more volatile and
difficult to predict, which could cause our stodiice to fluctuate significantly.

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

In the next eighteen months, we expect our platfiiczensors to introduce new video game platfornts the market. For example, Microsoft
and Sony have indicated that they plan to releagegeneration successors to the Xbox and Plap®tati respectively, over the course of the
next eighteen months. In order to publish prodtmts new game machine, we must take a license fnenplatform licensor which gives the
platform licensor the opportunity to set the feaaure that we must pay in order to publish gafoethat platform. Similarly, certain

platform licensors have retained the flexibilitydioange their fee structures for online gameplalfaatures for their consoles. The control
that platform licensors have over the fee strustive their future platforms and online access makdifficult for us to predict our costs and
profitability in the medium to long term. It is alpossible that platform licensors will not renew bcenses. Because publishing products for
video game consoles is the largest portion of agirtess, any increase in fee structures or faitusecure a license relationship would
significantly harm our ability to generate revenaes/or profits.

If we do not consistently meet our product develahschedules, our operating results will be addysaffected

Our business is highly seasonal, with the higrestls of consumer demand, and a significant peaigentf our revenue, occurring in the
December quarter. In addition, we seek to releamayrof our products in conjunction with specifieeats, such as the release of a related
movie or the beginning of a sports season or nsgjorting event. If we miss these key selling pesjatlie to product delays or delayed
introduction of a new platform for which we havevdi®ped products, our sales will suffer dispropmvétely. Our ability to meet product
development schedules is affected by a numberctdis, including the creative processes involvied,doordination of large and sometimes
geographically dispersed development teams reqbiyetle increasing complexity of our products, #relneed to refine and tune our
products prior to their release. We have in the pagerienced development delays for several opondlucts. Failure to meet anticipated
production or “go live” schedules may cause a $albin our revenue and profitability and cause operating results to be materially
different from expectations.

If the average price of currel-generation titles continues to decline, our operadiresults will suffer.

As a result of a more value-oriented consumer baseed by price reductions in current-generatiatfqrims by Microsoft, Sony and
Nintendo, a greater number of curi-generation titles being published, and signifiqamting pressure from our competitors, we have
experienced a decrease in the average price ditiegrfor current-generation platforms. Althougk elieve that a few of the most popular
current-generation titles will continue to be labed at premium price points, as the interactiverginment industry transitions to next-
generation video game platforms, we expect thebetfewer current-generation titles able to commanetdnhium price points, and we expect
that even these titles will be subject to priceudibns at an earlier point in their sales cyclntive have seen in prior years. We expect the
average price of current-generation titles to ecargito decline, which will have a negative effettoar margins and operating results.

Technology changes rapidly in our business, andvié fail to anticipate or successfully implement néechnologies, the quality,
timeliness and competitiveness of our products aedvices will suffer

Rapid technology changes in our industry requirtownticipate, sometimes years in advance, wigichrtologies we must implement and
take advantage of in order to make our productssandces competitive in the market. Therefore usgally start our product development
with a range of technical
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development goals that we hope to be able to aehi#%e may not be able to achieve these goals,rac@mupetition may be able to achieve
them more quickly than we can. In either case poaducts and services may be technologically infan our competitors’, less appealing to
consumers, or both. If we cannot achieve our teldgyogoals within the original development schedafleur products and services, then we
may delay their release until these technologygyjoah be achieved, which may delay or reduce revand increase our development
expenses. Alternatively, we may increase the ressuemployed in research and development in amjatti® accelerate our development of
new technologies, either to preserve our produstorice launch schedule or to keep up with ourpstition, which would increase our
development expenses.

Our business is intensely competitive and “hit” &gn. If we do not continue to deliver “hit” produstor if consumers prefer our
competitor’ products over our own, our operating results cowddffer.

Competition in our industry is intense and we expewv competitors to continue to emerge. While maew products are regularly
introduced only a relatively small number of “hiifles accounts for a significant portion of neteaue. Hit products published by our
competitors may take a larger share of consumerdspg than we anticipate, which could cause oudpebsales to fall below our
expectations. If our competitors develop more ss&fte products, offer competitive products at lowece points, or if we do not continue to
develop consistently high-quality and well-receiy@dducts, our revenue, margins, and profitability decline.

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

Many of our products are based on or incorporatdi@ctual property owned by others. For example,EeA SPORTS products include rights
licensed from major sports leagues and playergiaasons. Similarly, many of our hit EA GAMES franchises, such as Bond, Harry Potter
and Lord of the Rings, are based on key film artdry licenses. Competition for these licenseastense. If we are unable to maintain these
licenses and obtain additional licenses with sigaift commercial value, our revenues and profighaill decline significantly. Competition
for these licenses may also drive up the advamtesantees and royalties that we must pay to ¢eadior, which could significantly increase
our costs.

If patent claims continue to be asserted against w& may be unable to sustain our current businessdels or profits

Many patents have been issued that may apply telwigsed game technologies. Additionally, infringgrhclaims under many recently
issued patents are now being asserted againstéhtienplementations of existing games. Several silaiins have been asserted against us.
Such claims can harm our business. We incur sutieterpenses in evaluating and defending against slaims, regardless of the merits of
the claims. In the event that there is a deternunahat we have infringed a third-party patent,a@eld incur significant monetary liability
and be prevented from using the rights in the &jtwhich could negatively impact our operating hssu

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

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

intellectual property rights of others. Although believe that we make reasonable efforts to erntbateour products do not violate the
intellectual property rights of others, it is pdssithat third parties still may claim infringemeRtom time to time, we receive
communications from third parties regarding su@ines. Existing or future infringement claims agains, whether valid or not, may be time
consuming and expensive to defend. Such claimisigations could require us to stop selling theeaféd products, redesign those products to
avoid infringement, or obtain a license, all of efhiwould be costly and harm our business.
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From time to time we may become involved in othiightion which could adversely affect us.

We are currently, and from time to time in the fetmay become, subject to other claims and litigativhich could be expensive, lengthy,
and disruptive to normal business operations. titaxh, the outcome of any claims or litigation mag difficult to predict and could have a
material adverse effect on our business, operagisgits, or financial condition. For further infoaition regarding certain claims and litigation
in which we are currently involved, see “Part | tenh 3. Legal Proceedings” above.

Our business, our products and our distribution asebject to increasing regulation of content, comaer privacy and online delivery in
the key territories in which we conduct businestwe do not successfully respond to these regulagioour business may suffer.

Legislation is continually being introduced thatynadfect both the content of our products and tH&tribution. For example, privacy laws in
the United States and Europe impose various réstigson our web sites. Those rules vary by tayitdthough the Internet recognizes no
geographical boundaries. Other countries, sucheas@ny, have adopted laws regulating content boffackaged goods and those
transmitted over the Internet that are strictentbarrent United States laws. In the United Stdtesfederal and several state governments are
considering content restrictions on products sicbuas, as well as restrictions on distributioswéh products. Any one or more of these
factors could harm our business by limiting thedurcds we are able to offer to our customers angkquiring additional differentiation

between products for different territories to addrearying regulations. This additional productetiéntiation would be costly.

If we do not continue to attract and retain key pennel, we will be unable to effectively conductrdasiness. In addition, compensati-
related changes in accounting requirements, in atiloln to evolving legal and operational factors, dduhave a significant impact on our
expenses and operating results.

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

We annually review and evaluate with the Compeorafiommittee of our Board of Directors the compé&nsaand benefits that we offer our
employees to ensure that we are able to attractedanh our talent. Within our regular review, wavle considered recent changes in the
accounting treatment of stock options, the comipetinarket for technical, creative, marketing atiteo personnel, and the evolving natur:
job functions within our studios, marketing orgaatians and other areas of the business. Any chamgesake to our compensation progre
could result in increased expenses and have disatiimpact on our operating results.

Our platform licensors are our chief competitors drirequently control the manufacturing of and/or @ess to our video game products.
If they do not approve our products, we will be usla to ship to our customer:

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

We also require compatibility code and the conséMicrosoft and Sony in order to include onlingaailities in our products for their
respective platforms. As online capabilities fated® game platforms
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become more significant, Microsoft and Sony cowelstrict our ability to provide online capabilitits our console platform products. If
Microsoft or Sony refused to approve our produdts wnline capabilities or significantly impacteuktfinancial terms on which these serv
are offered to our customers, our business coultbbmed.

Our international net revenue is subject to currepfluctuations.

For the fiscal year ended March 31, 2005, inteomati net revenue comprised 47 percent of our tehfevenue. We expect foreign sales to
continue to account for a significant portion of tatal net revenue. Such sales are subject topgwted regulatory requirements, tariffs and
other barriers. Additionally, foreign sales arevatrily made in local currencies, which may fluceuagainst the U.S. dollar. While we utilize
foreign exchange forward contracts to mitigate séoneign currency risk associated with foreign eaay denominated assets and liabilities
(primarily certain intercompany receivables andgtdgs) and from time to time, foreign currency optcontracts to hedge foreign currency
forecasted transactions (primarily related to diporof the revenue generated by our operationadisliaries), our results of operations,
including our reported net revenue and net incaand,financial condition would be adversely affedbydunfavorable foreign currency
fluctuations, particularly the Euro and Pound Steyl

Changes in our tax rates or exposure to additiortak liabilities could adversely affect our operatjrresults and 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 thdinary course of our business, there are manyddiosis and calculations where the
ultimate tax determination is uncertain. We are aéxjuired to estimate what our taxes will be imfilture. Although we believe our tax
estimates are reasonable, the estimate proce¥seiently uncertain, and our estimates are notitgnan tax authorities. Our effective tax r
could be adversely affected by changes in our legsinincluding the mix of earnings in countrieshwediffering statutory tax rates, changes in
the elections we make, changes in applicable tax & well as other factors. Further, our tax deitextions are regularly subject to audit by
tax authorities and developments in those auditdcadversely affect our income tax provision. Sdawr ultimate tax liability exceed our
estimates, our income tax provision and net incomad be materially affected.

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

Changes in our worldwide operating structure coutdve adverse tax consequenc

We are in the process of examining our worldwideraping structure in light of changing tax lawsr ourrent and anticipated business
operations, and the pending expiration of an offslaalvance pricing agreements with a foreign takaity in December 2005 under which
our current business operates. Certain changes/éhate considering, or a failure to make certdiireochanges, to our operating structure
would increase our tax expense.

In addition, while our current intention is to irstendefinitely our undistributed foreign earnimféshore, we are in the process of evaluating
whether we will change our intentions regardingé#ipn of our foreign earnings and take advantdgberepatriation provision of the Jobs
Act, and if so, the amount that we would intendetpatriate. We may decide not to take advantagleeofiew law at all. In addition to not
having made a decision to repatriate any foreigniegs, we are not yet in a position to determheimpact of a qualifying repatriation,
should we choose to make one, on our income tagresepfor fiscal 2006.
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Our reported financial results could be adverselifexted by changes in financial accounting standardr by the application of existing
or future accounting standards to our business agvolves

As a result of the enactment of the Sarbanes-Oxétyand the review of accounting policies by theCSdhd national and international
accounting standards bodies, the frequency of atmmupolicy changes may accelerate. For examp&eFASB has issued a new standard
that will require us to adopt a different methoddefermining and accounting for the compensatigrerge of our employee stock options.
This and other possible changes to accounting atdadcould adversely affect our reported resudltgperations although not necessarily our
cash flows. Further, accounting policies affecoftware revenue recognition have been the subfdotquent interpretations, which could
significantly affect the way we account for revemakated to our products. As we enhance, expandiaedsify our business and product
offerings, the application of existing or futuredncial accounting standards, particularly thotstirg to the way we account for revenue,
could have a significant adverse effect on our regbresults although not necessarily on our clastast

The majority of our sales are made to a relativeiypall number of key customers. If these customezduce their purchases of our
products or become unable to pay for them, our mesis could be harme:

In the U.S., in fiscal 2005, over 80 percent of OuB. sales were made to six key customers, twehith have recently announced plans to
merge. In Europe, our top ten customers accouwnteoivier 30 percent of our sales in that territorjiscal 2005. Worldwide, we had direct
sales to one customer, Wal-Mart Stores, Inc., whighesented 14 percent of total net revenue @lf8005. Though our products are
available to consumers through a variety of retsjlthe concentration of our sales in one, or g famge customers could lead to a short-term
disruption in our sales if one or more of thesg¢@uers significantly reduced their purchases oseddo carry our products, and could make
us more vulnerable to collection risk if one or mof these large customers became unable to pawfgroducts. Additionally, our
receivables from these large customers increaséisently in the December quarter as they stockarpghe holiday selling season. Also,
having such a large portion of our total net reweooncentrated in a few customers reduces our iatiggtleverage with these customers.

Acquisitions, investments and other strategic traetions could result in operating difficulties, dition to our investors and othe
negative consequence

We have evaluated, and expect to continue to eteglaavide array of potential strategic transadiamcluding (1) acquisitions of companies,
businesses, intellectual properties, and othetssmed (2) investments in new interactive ententeint businesses (for example, online and
mobile games). Any of these strategic transactimusd be material to our financial condition andults of operations. Although we regula
search for opportunities to engage in strategits@ations, we may not be successful in identifgnigable opportunities. We may not be able
to consummate potential acquisitions or investmentm acquisition or investment may not enhaneéasiness or may decrease rather than
increase our earnings. In addition, the procedstefrating an acquired company or business, aressfully exploiting acquired intellectual
property or other assets, could divert a signifieanount of our managemesitime and focus and may create unforeseen opgrifiiculties
and expenditures. Additional risks we face include:

* The need to implement or remediate controls, praesdand policies appropriate for a public compargn acquired company that,
prior to the acquisition, lacked these controlecpdures and policie

« Cultural challenges associated with integrating legges from an acquired company or business int@manization

« Retaining key employees from the businesses werag

* The need to integrate an acquired company’s actmymhanagement information, human resource aner @itiministrative systems to
permit effective management, a

« To the extent that we engage in strategic tranmasutside of the United States, we face additiasies, including risks related to
integration of operations across different cultuard languages, currency risks and the particalan@mic, political and regulatory ris
associated with specific countrie
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Future acquisitions and investments could invohesissuance of our equity securities, potentiaillytitig our existing stockholders, the
incurrence of debt, contingent liabilities or anmation expenses, or write-offs of goodwill, anyvdfich could harm our financial condition.
Our stockholders may not have the opportunity toesg, vote on or evaluate future acquisitions megtments.

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

In many countries around the world, more piratepie® of our products are sold than legitimate capiénough piracy has not had a material
impact on our operating results to date, highlyaoiged pirate operations have been expanding djolaladdition, the proliferation of
technology designed to circumvent the protectiomsness we use in our products, the availabilitrodband access to the Internet, the
ability to download pirated copies of our gamesrfrearious Internet sites, and the widespread pmalifon of Internet cafes using pirated
copies of our products, all have contributed toaing and expanding piracy. Though we take stepsake the unauthorized copying and
distribution of our products more difficult, as thee manufacturers of consoles on which our ganeplayed, neither our efforts nor those of
the console manufacturers may be successful inabngy the piracy of our products. This could haveegative effect on our growth and
profitability in the future.

Our stock price has been volatile and may continedluctuate significantly.

The market price of our common stock historicalys lbeen, and we expect will continue to be, sultjesignificant fluctuations. These
fluctuations may be due to factors specific toinslgding those discussed in the risk factors atas/evell as others not currently known to us
or that we currently do not believe are matertall;hanges in securities analysts’ earnings estisnéd our results falling below the
expectations of analysts and investors, to faafiecting the computer, software, Internet, entent@ent, media or electronics industries, or to
national or international economic conditions.

ltem 7A:  Quantitative and Qualitative Disclosures About MagkRisk
Market Risk

We are exposed to various market risks, includimgnges in foreign currency exchange rates, inteagss$, and market prices. Market risk is
the potential loss arising from changes in marets and market prices. Foreign currency optionfaraign exchange forward contracts are
used to either hedge anticipated exposures or atdtigome existing exposures subject to market\Wskdo not enter into derivatives or other
financial instruments for trading or speculativegmses (see Note 3 to the Consolidated Financiaé®ients). Interest rate risk is the pote!
loss arising from changes in interest rates anditoratings. We do not consider our cash and cgsivalents to be exposed to significant
interest rate risk because our portfolio consistaghly liquid investments with original maturiseof three months or less (see Note 2 to the
Consolidated Financial Statements).

Foreign Currency Exchange Rate Ris

From time to time, we hedge some of our foreigmenuy risk related to anticipated foreign-curremignominated sales transactions by
purchasing option contracts that generally haveuritags of 15 months or less. These transactioaslasignated and qualify as cash flow
hedges. The derivative assets associated withemgihg activities are recorded at fair value ireotturrent assets in the Consolidated
Balance Sheets. The effective portion of gainossés resulting from changes in fair value isatijtireported as a component of accumul;
other comprehensive income (loss), net of any tieces, in stockholders’ equity and subsequenttyassified into net revenue in the period
when the forecasted transaction actually occurs.ifiéffective portion of gains or losses resulfiragn changes in fair value is reported in
interest and other income, net in the Consolid&tadements of Operations. Our hedging programsezdwt do not entirely
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eliminate, the impact of currency exchange rateenmnts. The fair value of our foreign currency apitontracts purchased and included in
other current assets was $1 million as of both M&t, 2005 and 2004.

We utilize foreign exchange forward contracts tdignie foreign currency risk associated with foredgirrency denominated assets and
liabilities, primarily intercompany receivables goayables. The forward contracts generally havenéractual term of less than one month
and are transacted near month-end. Thereforeathedlue of the forward contracts generally is sighificant at each monthrd. Our foreig
exchange forward contracts are not designateddginginstruments under SFAS No. 133 and are ateduor as derivatives whereby the
fair value of the contracts are reported as otheneat assets or other current liabilities in tren€blidated Balance Sheets, and gains and
losses from changes in fair value are reportedterést and other income, net in the Consolidataté®ents of Operations. The gains and
losses on these forward contracts generally offeetains and losses on the underlying foreignenioy-denominated assets and liabilities.

As of March 31, 2005 we had foreign exchange catgreo purchase and sell approximately $425 milibforeign currencies. Of this
amount, $379 million represents contracts to geéifjn currencies in exchange for U.S. dollars, S##on to sell foreign currencies in
exchange for British Pounds, and $24 million toghaise foreign currency in exchange for U.S. dallassof March 31, 2004 we had foreign
exchange contracts to purchase and sell approXy#t80 million of foreign currencies. Of this ammip$173 million represented contracts
to sell foreign currencies in exchange for U.Slatsland $17 million to sell foreign currency fortih Pounds. The fair value of our forward
contracts was approximately $0 and $2 million asafch 31, 2005 and 2004, respectively.

The counterparties to these forward and optionractg are creditworthy multinational commercial k&rnThe risks of counterparty
nonperformance associated with these contractsareonsidered to be material.

Notwithstanding our efforts to mitigate some foremirrency exchange rate risks, there can be nwas=es that our mitigating activities w
adequately protect us against the risks assocwgtadoreign currency fluctuations. For exampléyyaothetical adverse foreign currency
exchange rate movement of 10 percent or 15 peveemnitd not result in a material loss in fair valdeoar option contracts under either
scenario as of March 31, 2005 or 2004. A hypothétidverse foreign currency exchange rate movenfeld percent or 15 percent would
result in potential losses on our forward contrat$40 million and $61 million, respectively, ashdarch 31, 2005, and $17 million and
$26 million, respectively, as of March 31, 2004isTéensitivity analysis assumes a parallel advangein foreign currency exchange rates,
which do not always move in the same directionuAttesults may differ materially.

Interest Rate Risl

Our exposure to market risk for changes in interasis relates primarily to our short-term investtortfolio. We manage our interest rate
risk by maintaining an investment portfolio genrabnsisting of debt instruments of high crediality and relatively short average
maturities. Additionally, the contractual termstloé securities do not permit the issuer to calippy or otherwise settle the securities at prices
less that the stated par value of the securitiesalsb do not use derivative financial instrumémisur short-term investment portfolio.

As of March 31, 2005 and 2004, our short-term itwesits were classified as available-for-sale aodsequently, recorded at fair market
value with unrealized gains or losses resultingifdhanges in fair value reported as a separate moamp of accumulated other
comprehensive income (loss), net of any tax effects
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in stockholders’ equity. Our portfolio of shdgrm investments consists of the following investtreategories, summarized by fair value a
March 31, 2005 and 2004 (in millions):

As of March 31,

2005 2004
U.S. government agenci $ 1,16¢ $ 264
U.S. government bonc 29¢ —
Corporate bond 18C —
Asse-backed securitie 42 —
Total shor-term investment $ 1,68¢ $ 264

Notwithstanding our efforts to manage interest rises, there can be no assurances that we willleguately protected against ri:
associated with interest rate fluctuations. At ime, a sharp rise in interest rates could havgraficant adverse impact on the fair value of
our investment portfolio. The following table prasethe hypothetical changes in fair value in dwrsterm investment portfolio as of
March 31, 2005, arising from selected potentiahgfes in interest rates. The modeling technique areaghe change in fair value from
immediate hypothetical parallel shifts in the yieldtve of plus or minus 50 basis points (“BPS”)Q BPS, and 150 BPS. Actual results may
differ materially.

Valuation of Securities Given an

Valuation of Securities Given an Interest Fair Value Interest Rate Increase of X
Rate Decrease of X Basis Poin as of Basis Points

(In millions) March 31,
(150 BPS) (100 BPS) (50 BPS) 2005 50 BPS 100 BPS 150 BPS
U.S. government agenci $ 1,177 $ 1,17¢ $ 1,17 $ 1,16¢ $ 1,162 $ 1,15¢ $ 1,157
U.S. government bonc 30€ 30:s 30C 29¢ 29t 293 29C
Corporate bond 18t 184 182 18C 17¢ 177 17t
Asse-backed securitie 44 43 43 42 42 41 41
Total shor-term investment $ 1,71: $ 1,70¢ $ 1691 $ 1,68 $ 1,67 $ 1,66i $ 1,65i

During fiscal 2005, the composition of our portéobf cash, cash equivalents and short-term invegsrahanged significantly from mostly
cash equivalents during fiscal 2004 to mostly sten investments during fiscal 2005, as illustlebove, and is now more susceptible to
changes in interest rates. Therefore, we have etbogr quantitative disclosures of interest ragk fiom the tabular presentation used in |
years to the sensitivity analysis, presented abawveye believe this methodology better illustraieseffects on our portfolio caused by
primary risk of changes in interest rates. We hasepresented a similar sensitivity analysis fecdil 2004 because of the relatively
insignificant amount of short-term investmentsigtél 2004 versus fiscal 2005.

Market Price Risk

The values of our equity investments in publichdied companies are subject to market price vajathis of March 31, 2005, our marketable
equity securities were classified as availablesie and, consequently, were recorded in the Ciolasetl Balance Sheets at fair market value
with unrealized gains or losses reported as a aspaomponent of accumulated other comprehensoeeria (loss), net of any tax effects, in
stockholders’ equity. The fair value of our marl¢eequity securities was $140 million and $1 roillias of March 31, 2005 and 2004,
respectively.
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At any time, a sharp decrease in market pricesiinnvestments in marketable equity securities @dwalve a significant adverse impact on
fair value of our investments. The following taplesents the hypothetical changes in fair valumiinmarketable equity securities as of
March 31, 2005, arising from selected potentiaihcjes in market prices. The modeling technique nreaghe change in fair value from
immediate hypothetical parallel shifts in marketemplus or minus 25 percent, 50 percent and 78gpér Hypothetical changes in market
prices of the same magnitude would not have regirtenaterial changes in fair value of our markktamuity securities as of March 31, 2i

and, accordingly, are not presented.

Valuation of Securities Given an X

Valuation of Securities Given an

Percentage Decrease in Each Stock’s Fair Value X Percentage Increase in Each
Market Price as of Stock’s Market Price
(In millions) March 31,
(75%) (50%) (25%) 2005 25% 50% 75%
Marketable Equity Securitie $ 35 $ 70 $ 10t $ 14C $ 17t $ 21C $ 24¢
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Item 8:  Financial Statements and Supplementary Data
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In millions, except share data)

ASSETS
Current asset:
Cash and cash equivalel $
Shor-term investment
Marketable equity securitie
Receivables, net of allowances of $162 and $15pedively
Inventories
Deferred income taxe
Other current asse

Total current asse

Property and equipment, r
Investments in affiliate
Goodwill

Other intangibles, ne
Deferred income taxe
Other asset

TOTAL ASSETS $

LIABILITIES, MINORITY INTEREST AND STOCKHOLDERS ' EQUITY

Current liabilities:
Accounts payabl $
Accrued and other liabilitie

Total current liabilities

Other liabilities
Total liabilities

Commitments and contingenci
Minority interest

Stockholder' equity:
Preferred stock, $0.01 par value. 10,000,000 steargmrizec
Common stocl
Common stock, $0.01 par value. 1,000,000,000 slzardmrized; 310,440,769 and
301,332,458 shares issued and outstanding, regpkc
Class B common stock, $0.01 par value. No shart®ered; 0 and 200,130 shares issu
and outstanding, respective
Paic-in capital
Retained earning
Accumulated other comprehensive inca
Total stockholder' equity
TOTAL LIABILITIES, MINORITY INTEREST AND STOCKHOLDE RS’
EQUITY $

See accompanying Notes to Consolidated Financi®ents.
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March 31,
2005

1,27(
1,68¢
14C
29¢€
62

86
164

3,70¢

358
10
15¢
36
19
93

4,37(C

134
694

82¢

33
861

11

1,43¢
2,00¢

3,49¢

4,37(C

March 31,
2004

$ 2,15(
264

212
53

84
165
2,92¢

29¢
14
92
18
41
72

$ 36

$ 114
63C
744

42
78¢€

1,15¢
1,501

2,67¢

$ 3,46/
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except per share data)

Net revenue¢
Cost of goods sol

Gross profi

Operating expense
Marketing and sale
General and administrati\
Research and developm
Amortization of intangible:
Acquired ir-process technolog
Restructuring charge
Asset impairment chargi

Total operating expens

Operating incom:
Interest and other income, r
Income before provision for income taxes and miganterest
Provision for income taxe

Income before minority intere
Minority interest

Net income

Net income (loss) per shal

Common stock

Net income
Basic
Diluted

Net income per shar
Basic
Diluted

Number of shares used in computati
Basic
Diluted

Class B common stoc
Net loss, net of retained interest in EA.c
Net loss per shar
Basic
Diluted
Number of shares used in computati
Basic
Diluted

See accompanying Notes to Consolidated Financidt®ents.
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Year Ended March 31,

2005 2004 2003
$ 3,12¢ $ 2,957 $ 2,48
1,197 1,10¢ 1,07¢
1,93: 1,85¢ 1,40¢
391 37¢ 332
221 18E 131
632 511 401

3 3 8

13 — —

2 9 15

— — 66
1,26% 1,07¢ 952
66¢ 77€ 45¢
56 21 5
72t 797 461
221 22C 142
504 577 31¢
— — €Y)

$ 504 $ 577 $ 317
$ 504 $ 577 $  32¢
$ 504 $ 577 $ 317
$ 1.6F $ 1.9t $  1.17
$ 1.5¢ $  1.87 $  1.0¢
305 29t 282
31¢ 30¢ 292
N/A N/A $ (12
N/A N/A $  (2.77)
N/A N/A $  (2.77)
N/A N/A 4
N/A N/A 4
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND COMPREHENSIVE INCOME
(In millions, share data in thousands)

Accumulated

Class B Other
Common Stock Common Stock Comprehensive Total
Paid-in Retained Income Stockholders’
Shares Amount Shares Amount Capital Earnings (Loss) Equity
Balances as of April 1, 20( 276,85¢ $ 3 6,23: $§ — $ 64 $ 607 $ (15) $ 1,24:
Components of comprehensive incor
Net income — — — — — 317 — 317
Change in unrealized gain (loss) on investments — — — — — — 1
Reclassification adjustment for losses, realizeden
income, ne — — — — — — 1 1
Translation adjustmel — — — — — — 15 15
Comprehensive incorr $ 334
Proceeds from sales of shares through stock | 10,03¢ — — — 13z — — 132
AOL and NewsCorp conversion of Class B for Class A
stock 1,36¢ — (6,000 — — — — —
Tax benefit from exercise of stock optic — — — — 75 — — 75
Other 4 — (8) — 1 — — 1
Balances as of March 31, 20 28826 $ 3 _ 22t $ — $8€S$ 924 $ 2 8 178
Components of comprehensive incor
Net income — — — — — 577 — 577
Change in unrealized gain (loss) on investments — — — — — — Q) @
Translation adjustmel — — — — — — 19 19
Comprehensive incorr $ 59¢
Proceeds from sales of shares through stock | 13,06¢ — — — 22¢ — — 22¢
Repurchase of Class B sha — — (25) — — — — —
Stock-based compensatic — — — — 1 — — 1
Tax benefit from exercise of stock optic — — — — 69 — — 69
Balances as of March 31, 20 301,33 $ 3 20C $ — $1,15¢ ¢ 1501 $ 20 $ 2,67¢
Components of comprehensive incor
Net income — — — — — 504 — 504
Change in unrealized gain (loss) on investments — — — — — — 27 27
Reclassification adjustment for (gains) lossedjzea
in net income, ne — — — — — — 2) (@)
Translation adjustmel — — — — — — 10 10
Comprehensive incorr $ 54C
Proceeds from sales of shares through stock | 9,91« — — — 241 — — 241
Repurchase and retirement of common s (80€) — — — (42) — — (41)
Conversion of Class B shares to common s — — (200 — — — — —
Stock-based compensatic — — — — 5 — — 5
Tax benefit from exercise of stock optic — — — — 75 — — 75
Balances as of March 31, 20 31044. $ 3 — $ — $1,43¢ $ 2,008 $ 56 $ 3,49¢

See accompanying Notes to Consolidated Financa¢®ents.
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended March 31,

2005 2004 2003
(In millions)
OPERATING ACTIVITIES
Net income $ 504 $ 577 $ 317
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciation and amortizatic 75 78 92
Non-cash restructuring and asset impairment che — 2 66
Otherthar-temporary impairment of investments in affilia — — 11
Realized (gains) losses on investments and sgdepgrty and equipme (8) 2 1
Stocl-based compensatic 6 1 1
Tax benefit from exercise of stock optic 75 69 75
Acquired ir-process technoloc 13 — —
Other operating activitie — 2 (6)
Change in assets and liabilitie
Receivables, ne (80) (1949 11C
Inventories 14) (23 (5)
Other asset (395 (62) (75)
Accounts payabl 28 23 18
Accrued and other liabilitie 46 191 13¢
Deferred income taxe 24 6 (29
Net cash provided by operating activit 634 66¢ 714
INVESTING ACTIVITIES
Capital expenditure (12€) (90) (59
Proceeds from sale of property and equipn 16 1 1
Investments in affiliates, n 2 @ 9)
Proceeds from sale of investments in affilie — 8 —
Purchase of she¢-term investment (2,447 (2,51)) (2,050
Proceeds from maturities and sales of «term investment 99¢ 2,88: 66C
Proceeds from sale of marketable equity secul 4 2 5
Purchase of marketable equity securi (90) — —
Acquisition of subsidiaries, net of cash acqui (81) 3) (23
Other investing activitie (1) (1) 2
Net cash (used in) provided by investing activi (1,726 28¢ (463)
FINANCING ACTIVITIES
Proceeds from sales of common stock through emplsiack plans and other ple 241 22¢ 132
Repurchase and retirement of common s (471) — —
Other financing activitie — (©) —
Net cash provided by financing activiti 20C 22F 132
Effect of foreign exchange on cash and cash eqerits 12 18 14
(Decrease) increase in cash and cash equive (880) 1,20( 397
Beginning cash and cash equivale 2,15( 95( 558
Ending cash and cash equivale 1,27( 2,15( 95(
Shor-term investment 1,68¢ 264 63¢
Ending cash, cash equivalents and «term investment $ 2,95¢ $ 2,414 $ 1,58¢
Supplemental cash flow information:
Cash paid during the year for income ta $ 101 $ 65 $ 37
Non-cash investing activities:
Change in unrealized gain (loss) on investments $ 26 $ €3] $ 3

See accompanying Notes to Consolidated Financidt®ients.
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Electronic Arts Inc. develops, markets, published distributes interactive software games thapéagable by consumers on home video
game consoles (such as the Sony PlayStation® 2pktift Xbox® and Nintendo GameCub¥), personal computers, mobile platforms —
including hand-held game players (such as the Qoy® Advance, Nintendo D8 and Sony PSP®) and cellular telephones, — and @nlin
over the Internet and other proprietary online reks. Some of our games are based on content thlitense from others (e.g., Madden
NFL Football, Harry Potter and FIFA Soccer), anthemf our games are based on intellectual proplestyis wholl-owned by us (e.g., The
Sims™ and Need for Speé#t ). Our goal is to develop titles which appeal te thass markets, which often means translating@saiting
them for sale in non-English speaking countriesaddition, we also attempt to create software gdraachises” that allow us to publish new
tittes on a recurring basis that are based onahmeroperty. Examples of this are our annualtitara of our sports-based franchises (e.g.,
NCAA Football and FIFA Soccer), titles based ong-lived movie properties (e.g., James Bdwd and wholly-owned properties that can be
successfully sequeled (e.g., The Sims and Nee8deed).

A summary of our significant accounting policiepkgd in the preparation of our consolidated firnahstatements follows:

(a) Consolidation

The accompanying Consolidated Financial Statemeaksde the accounts of Electronic Arts Inc. arsddbmestic and foreign wholly-owned
and majority-owned subsidiaries. All significantarcompany balances and transactions have beemaled in consolidation.

(b) Fiscal Year

Our fiscal year is reported on a 52/53-week petted, historically, has ended on the final Saturdfiylarch in each year. The results of
operations for the fiscal years ended March 31520004 and 2003 each contain 52 weeks and endktharh 26, 2005, March 27, 2004 ¢
March 29, 2003, respectively. For simplicity of peatation, all fiscal periods are treated as ending calendar month end. Beginning with
the fiscal year ending March 31, 2006, we will end fiscal year on the Saturday nearest March 3la fesult, our fiscal 2006 will be
reported as a 53 week year with the first quamdetaining 14 weeks.

(c) Reclassification:

Certain prior-year amounts have been reclassifiembhform to the fiscal 2005 presentation.

(d) Use of Estimate

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States requires management
to make estimates and assumptions that affecefited amounts of assets and liabilities, contihgesets and liabilities, and revenue and
expenses during the reporting period. Such estirintdude sales returns and allowances, providiendoubtful accounts, accrued liabilities,
income taxes, and estimates regarding the recaligraib prepaid royalties, inventories, long-livegsets and deferred income taxes. These
estimates generally involve complex issues andireags to make judgments, involve analysis of listd and future trends, can require
extended periods of time to resolve, and are stibjecthange from period to period. In all casesyalaesults could differ materially from
management’s estimates.
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(e) Cash, Cash Equivalents, Short-Term Investmemigrketable Equity Securities and Other Investments
Cash equivalents consist of highly liquid investisenith insignificant rate risk and original matigs of three months or less.

Short-term investments consist of securities witgioal maturities of greater than three months arelavailable for use in current operations
or other activities such as capital expenditurasjriess acquisitions, or stock repurchase programs.

Short-term investments in debt and marketable g@eiturities are accounted for in accordance wite$hent of Financial Accounting
Standards (“SFAS”) No. 115Accounting for Certain Investments in Debt and Eg®ecurities”. Our policy is to minimize the principal ri
of our investment portfolio by earning returns lshea current interest rates. Management deterntiveeappropriate classification of its debt
and equity securities at the time of purchase ardaluates such designation as of each balanceddtee Debt securities are classified as
held-to-maturity when we have the positive intemd ability to hold the securities to maturity. Setieis classified as held-to-maturity are
carried at amortized cost, which is adjusted foodimation of premiums and accretion of discountenaturity. Such amortization is included
in interest income, net. Debt securities not cfaesbias held-to-maturity and marketable equity séies are classified as available-feate an:
are stated at fair value. Unrealized gains ancelbase included as a separate component of acciethwither comprehensive income or (Ic
net of any related tax effect, in stockholders’igquRealized gains and losses are calculated basé¢lde specific identification method. We
recognize an impairment charge when we determatexhne in the fair value of the securities beldsvdost basis is other-than-temporary.

Investments in affiliates consist of investmentgdpuity securities accounted for under the equity @ost methods of accounting in
accordance with Accounting Principles Board OpinftkPB”) No. 18, “The Equity Method Of Accounting For Investment€immmon
Stock”. Our share of earnings or losses of investmeraffiliates, in which we own at least 20 percentref voting securities, is included in
interest and other income, net in the Consolid&tadement of Operations using the equity methaatobunting, except for investments
where we are not able to exercise significant arilte over the operating and financing decisiorte@fnvestee, in which case the cost me
of accounting is used. In accordance with APB N&.rhanagement evaluates these investments to degeifrevents or changes in
circumstances indicate an other-than-temporary iimmeant in value. We recognize an impairment chavgen we determine an other-than-
temporary impairment in value exists.

(f) Inventories
Inventories consist of materials and labor anduidelmanufacturing royalties paid to console mariufacs. Inventories are stated at the Ic
of cost (first-in, first-out method) or market.

(g) Property and Equipment, Ne¢
Property and equipment, net are stated at costedigion is calculated using the straight-line moetover the following useful lives:

Buildings 20 to 25 year

Computer equipment and softw: 3to 5 year:

Furniture and equipme 3to 5 year:

Leasehold improvements Lesser of the lease terms or the estimated useéd bf the

improvements, generally 1 to 10 ye

Under the provisions of American Institute of Cigeti Public Accountants Statement of Position (“SJ8-1, “Accounting for the Costs of
Computer Software Developed or Obtained for Intelhse” , we capitalize costs associated with customizestnial-use software systems
that have reached the application development stadeneet recoverability tests. Such capitalizesiscimclude external direct costs utilized
in developing

65




Table of Contents

or obtaining the applications and payroll and piynelated expenses for employees who are dirextiociated with the applications.
Capitalization of such costs begins when the pigbiny project stage is complete and ceases atdime ip which the project is substantially
complete and ready for its intended purpose. Théoek value of capitalized costs associated witbrnal-use software amounted to

$28 million and $30 million as of March 31, 200512004, respectively, and are being depreciateal straight-line basis over each project’s
estimated useful life that ranges from three te frears.

(h) Long-Lived Asset:

We evaluate long-lived assets and certain idebtdiintangibles for impairment, in accordance vBfFAS No. 144/Accounting for the
Impairment or Disposal of Lol-Lived Assets’; whenever events or changes in circumstancesatedibat the carrying amount of an asset
may not be recoverable. Recoverability of assetsdasured by a comparison of the carrying amouahafsset to future undiscounted net
cash flows expected to be generated by the adsistniay include assumptions about future prosgect$e business that the asset relates to
and typically involves computations of the estinddfigture cash flows to be generated by these bsséise Based on these judgments and
assumptions, we determine whether we need to rakaairment charge to reduce the value of thetatated on the Consolidated Balance
Sheets to reflect its actual fair value. Judgmantsassumptions about future values and remairsafullives are complex and often
subjective. They can be affected by a variety ofdes, including but not limited to, significantgagive industry or economic trends,
significant changes in the manner of our use oftwplired assets or the strategy of our overalhless and significant under-performance
relative to expected historical or projected futaperating results. If such assets are considerbd tmpaired, the impairment to be
recognized is measured by the amount by whichadhging amount of the asset exceeds its fair vaie did not record any asset impairrr
charges in fiscal 2005. During fiscal 2004 and 20@8 recognized less than $1 million and $66 millispectively, of asset impairment
charges. See Note 6 of the Notes to ConsolidateghEial Statements.

(i) Goodwill

SFAS No. 142;Goodwill and Other Intangible Assetgequires that purchased goodwill and indefinit@divintangibles not be amortized.
Rather, goodwill and indefinite-lived intangiblesass are subject to at least an annual assessonémiplairment by applying a fair-value-
based test.

SFAS No. 142 requires a two-step approach to ggsirodwill for impairment for each reporting uriihe first step tests for impairment by
applying fair value-based tests at the reportiniglemel. The second step (if necessary), meaghreamount of impairment by applying fair
value-based tests to individual assets and liadslivithin each reporting unit. We completed thistfstep of transitional goodwill impairment
testing during the quarter ended June 30, 200Z@amd] no indicators of impairment of our recordeddwill. As a result, we recognized no
transitional impairment loss in fiscal 2003 in cention with the adoption of SFAS No. 142.

() Concentration of Credit Risl

We extend credit to various companies in the retal mass merchandising industries. Collectiomaufd receivables may be affected by
changes in economic or other industry conditiords rmay, accordingly, impact our overall credit riskthough we generally do not require
collateral, we perform ongoing credit evaluatioh®ar customers and maintain reserves for poteatadit losses. As of March 31, 2005, we
had 13.5 percent and 12.6 percent of our grossuatsoeceivable outstanding with Pinnacle, a Eusapegistics and collections company,
and Wal-Mart Stores, Inc., respectively. As of Ma&4, 2004, we had 17.3 percent and 11.3 percenirafross accounts receivable
outstanding with Pinnacle and Wal-Mart Stores,,Irespectively.

Short-term investments are placed with high-crgdadity financial institutions or in short-duratiomigh-quality securities. We limit the
amount of credit exposure in any one financialiin8on or type of investment instrument.
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(k) Revenue Recognition

We evaluate the recognition of revenue based onritexia set forth in SOP 97-25oftware Revenue Recognitionas amended by SOP 98-
9, “Modification of SOP 97-2, Software Revenue Redigmi With Respect to Certain Transactiorasid Staff Accounting Bulletin (“SAB”)
No. 101,"Revenue Recognition in Financial Statementsis revised by SAB No. 10Revenue Recognition” We evaluate revenue
recognition using the following basic criteria aredognize revenue when all four criteria are met:

« Evidence of an arrangement: We recognize reven@mwile have evidence of an agreement with the cestogflecting the terms and
conditions to deliver product

« Delivery: Delivery is considered to occur when glieducts are shipped and risk of loss has beesftiard to the customer. For online
games and services, revenue is recognized asrheesis provided

« Fixed or determinable fee: If a portion of the agament fee is not fixed or determinable, we recmgthat amount as revenue when
amount becomes fixed or determinal

« Collection is deemed probable: At the time of ttamsaction, we conduct a credit review of eachatust involved in a significant
transaction to determine the creditworthiness efdhstomer. Collection is deemed probable if weeekthe customer to be able to pay
amounts under the arrangement as those amountbeatiee. If we determine that collection is not @dale, we recognize revenue
when collection becomes probable (generally upsh callection)

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

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

Product RevenueProduct revenue, including sales to resellers astdlglitors (“channel partners”), is recognized wlhiee above criteria are
met. We reduce product revenue for estimated fudustomer returns, price protection, and othenif§s, which may occur with our
customers and channel partners.

Shipping and Handlingin accordance with Emerging Issues Task Force FBITssue No. 00-10;Accounting for Shipping and Handling
Fees and Cog” , we recognize amounts billed to customers forghigpand handling as revenue. Additionally, shigpamd handling costs
incurred by us are included in cost of goods sold.

Online Subscription Revenu®nline subscription revenue is derived principédm subscription revenue collected from custonfiersnline
play related to our persistent state world and POG@oducts. These customers generally pay on a nontienth basis; however, prepaid
subscription revenue, including revenue collectechfcredit card sales as well as saleGaimetimesubscription cards, are recognized rat:
over the period for which the services are provided

Software LicensedVe license software rights to manufacturers of potslin related industries (for example, makenseyonal computers
computer accessories) to include certain of oudyets with the manufacturer’s product, or offer ptmducts to consumers who have
purchased the manufacturer’s product. We call teesgined products “OEM bundles”. These OEM bundleserally require the customer
to pay us an upfront nonrefundable fee, which regmts the guaranteed minimum royalty amount. Revéngenerally recognized upon
delivery of the product master or the first copgr Bopy royalties on sales that exceed the minirguarantee are recognized as earned.
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() Sales Returns and Allowances and Bad Debt Ressr

We estimate potential future product returns, ppicgection and stock-balancing programs relateziteent period product revenue. We
analyze historical returns, current sell-througltledinnel partner inventory of our products, curtesrids in the software games business
segment and the overall economy, changes in custdemeand and acceptance of our products and ateted factors when evaluating the
adequacy of the sales returns and price proteatlowances. In addition, we monitor the volume ales to our channel partners and monitor
their inventories as substantial overstocking edrstribution channel could result in high retuonsigher price protection costs in
subsequent periods.

Similarly, significant judgment is required to estite our allowance for doubtful accounts in anyoaating period. We analyze customer
concentrations, customer credit-worthiness andeatieconomic trends when evaluating the adequatheddllowance for doubtful accounts.

(m) Advertising Cost:

We generally expense advertising costs as incuepamkpt for production costs associated with medmapaigns which are recognized as
prepaid assets (to the extent paid in advancegapensed at the first run of the advertisementpEmtive advertising with our channel
partners is accrued when revenue is recognizedwactdamounts are included in marketing and salesrese if there is a separate identifiable
benefit for which we can reasonably estimate tlireviue of the benefit identified. Otherwise, themg recognized as a reduction of net
revenue. We then reimburse the channel partner whalifying claims are submitted. For the fiscahggeeended March 31, 2005, 2004 and
2003, advertising expenses totaled approximatefd $iillion, $183 million and $152 million, respactly. We sometimes receive vendor
reimbursements for advertising costs from our vesidand such amounts are recognized as a redudtimarketing and sales expense if tr

is a separate identifiable benefit for which we oeesonably estimate the fair value of the bemdditified. Otherwise, they are recognized as
a reduction of cost of goods sold. Included in retirflg and sales expense are vendor reimbursenmeadivertising expenses of $42 million,
$45 million, and $28 million for the fiscal yeansded March 31, 2005, 2004, and 2003, respectively.

(n) Software Development Cos

Research and development costs, which consist phjnod software development costs, are expensddasred. SFAS No. 86Accounting
for the Cost of Computer Software to be Sold, LetaseOtherwise Markete’ , provides for the capitalization of certain softea
development costs incurred after technologicaliféléy of the software is established or for dem@inent costs that have alternative future
uses. Under our current practice of developing peducts, the technological feasibility of the urigieg software is not established until
substantially all product development is completieich generally includes the development of a wagkinodel. The software development
costs that have been capitalized to date haveihsigmificant.

(o) Stocl-based Compensatic

We account for stock-based awards to employeeg tisgintrinsic value method in accordance with AR®B 25,“Accounting for Stock
Issued to Employe” . We have adopted the disclosure-only provisionSFAS No. 1237Accounting for Stock-Based Compensatigrés
amended.

Had compensation cost for our stock-based compengalins been measured based on the estimatedafa@ at the grant dates in
accordance with the provisions of SFAS No. 123gstimate that our reported net income and net iegoen share would have been the pro
forma amounts indicated below. The fair value afheaption grant is estimated on the date of graintguthe Black-Scholes option-pricing
model. The
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following weighted-average assumptions were usedrants made under our stock-based compensatims pi fiscal 2005, 2004 and 2003:

Year Ended March 31,

2005 2004 2003
Risk-free interest rat 3.5% 2.2% 2.3%
Expected volatility 36% 50% 62%
Expected life of stock options (in yea 3.3C 3.0¢ 2.8¢
Expected life of employee stock purchase plans@nths) 6 6 6
Assumed dividend None None None

Our stock-based compensation calculations are b@asadnultiple option valuation approach and faufieis are recognized when they occur.

Year Ended
March 31,
Consolidated
(In millions) 2005 2004
Net income;
As reportec— basic and dilute: $ 504 $ 577
Deduct: Total stock-based employee compensatioaressgpdetermined under fair-value- based methodlifc
awards, net of related tax effe: (83 97)
Add: Stocl-based employee compensation expense includedanteelnet income, net of related tax effe 4 —
Pro forma— basic and dilute $ 42t $ 48C
Basic and diluted net income, as reported for fi2683, did not equal due to the allocation forssI& shares.
Year Ended

March 31, 2003

Common Stock

(In_ millions) Basic Diluted
Net income!
As reportec $ 32¢ $ 317
Deduct: Total stock-based employee compensatioaresgpdetermined under fair-value-based me
for all awards, net of related tax effe (84) (84)
Add: Stock-based employee compensation expensgdetiin reported net income, net of related tax
effects — —
Pro forma $ 24F $ 23¢
Year Ended March 31,
Net income per share: 2005 2004 2003
As reportec— basic $ 1.6t $ 1.9t $ 117
Pro forma— basic $ 1.3¢ $ 1.6% $ 0.87
As reportec— diluted $ 1.5¢ $ 1.87 $ 1.0¢
Pro forma— diluted $ 1.3t $ 1.5¢ $ 0.81

During the years ended March 31, 2005 and 2004peosation expense for Class B stock option plaasgdbon the estimated fair value at
the grant dates in accordance with the provisidr&®&S No. 123, would not have had a material impacreported net income and net
income per share. Compensation expense for fi€@8 ould have increased our net loss by $0.022¢’9) for both basic and diluted loss
per Class B share.
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In December 2004, the Financial Accounting Stansl&alard (“FASB”) issued SFAS No. 123 (revised 2008FAS No. 123R"),'Share-
Based Payme” . SFAS No. 123R requires that the cost resultingifall share-based payment transactions be recajimizZinancial
statements using a fair-value-based method. Thenséant replaces SFAS No. 123, supersedes APB Nan2bamends SFAS No. 95,
“Statement of Cash Flows”While the fair value method under SFAS No. 128Redry similar to the fair value method under SA¥G& 123
with regards to measurement and recognition okshased compensation, management is currently eireduiie impact of several of the |
differences between the two standards on our cintaget financial statements. For example, SFASIR8.permits us to recognize forfeitu
as they occur while SFAS No. 123R will require aigstimate future forfeitures and adjust our estinam a quarterly basis. SFAS No. 123R
also will require a classification change in thetetent of cash flows, whereby a portion of theltamefit from stock options will move from
operating cash flow activities to financing cagiwflactivities (total cash flows will remain unchaaky.

In March 2005, the Securities and Exchange Comomg$5EC”) released SAB No. 107Share-based Payment"which provides the views
of the staff regarding the interaction between SRS 123R and certain SEC rules and regulationpdibtic companies. In April 2005, the
SEC adopted a rule that amends the compliance dB&SAS No. 123R. Under the revised complianceslave will be required to adopt the
provisions of SFAS No. 123R no later than the fingtrim period of fiscal 2007. While managementtoaues to evaluate the impact of
SFAS No. 123R on our consolidated financial stat@sjave currently believe that the expensing oflstoased compensation will have an
impact on our Consolidated Statements of Operasongar to our pro forma disclosure under SFAS 23, as amended.

(p) Foreign Currency Translation

For each of our foreign operating subsidiariesftimetional currency is its local currency. Assatsd #iabilities of foreign operations are
translated into U.S. dollars using month-end exgkaates, and revenue and expenses are transiaidd. 5. dollars using average exchange
rates. The effects of foreign currency translatidjustments are included as a component of accteduteher comprehensive income (loss)
in stockholders’ equity.

Foreign currency transaction gains and losses ersudt of the effect of exchange rate changesansactions denominated in currencies
other than the functional currency. Included irerast and other income, net in the Consolidatet®nts of Operations are foreign curre
transaction gains (losses) of $(23) million, $44liori and $22 million for the fiscal years endedrgfa31, 2005, 2004 and 2003, respectively.

(q) Impact of Recently Issued Accounting Stamds

In March 2004, the FASB ratified the other-than{pemary impairment measurement and recognition guidand certain disclosure
requirements for impaired securities as describdél TF Issue No. 03-1The Meaning of Other-Than-Temporary Impairment disd
Application to Certain Investmer” . In September 2004, the FASB issued a proposdtifgiaition (“FSP”) EITF Issue No. 03-1-a,
“Implementation Guidance for the Application of Rgraph 16 of EITF 03-1" The proposed FSP will provide measurement anagration
guidance with respect to debt securities thatrapaired solely due to interest rates and/or sesgtarads. In October 2004, the FASB delayed
the effective date for the other-than-temporaryampent measurement and recognition guidance gwdan paragraphs 120 of EITF Issu
No. 0-1 until FSP Issue No. 03-1-a is issued. Howeves, delay does not suspend the requirement to rem@gther-than-temporary
impairments as required by existing authoritatiterdture; nor does it delay the required discleswabout unrealized losses that have not
recognized as other-than-temporary impairmentamgraphs 21-22 of EITF Issue No. 03-1. See Natetle Notes to Consolidated
Financial Statements. Management is unable tom&terwhat impact the adoption of the measuremeshr@cognition guidance in EITF
Issue No. 03-1 will have on our consolidated finahstatements.

In November 2004, the FASB issued SFAS No. 1Bientory Costs — an amendment of ARB No. 43, @na}j . SFAS No. 151 amends
the guidance in Accounting Research Bulletin (“ARBID. 43,
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Chapter 4;Inventory Pricing” , to clarify the accounting for abnormal amountsdid facility expense, freight, handling costsgdarmasted
material (spoilage) and requires that those iteeneebognized as current-period charges. SFAS Nbalk® requires that allocation of fixed
production overheads to the costs of conversiobdsed on the normal capacity of the productiorifiesi. SFAS No. 151 is effective for
inventory costs incurred during fiscal years begigrafter June 15, 2005. Management believes tbptamh of SFAS No. 151 will not have a
material impact on our consolidated financial steats.

In December 2004, the FASB issued SFAS No. 158change of Non-monetary Assets — an amendmekBfOpinion No. 29"

SFAS No. 153 amends APB No. 28ccounting for Non-monetary Transactionsto eliminate the exception for non-monetary excles of
similar productive assets and replaces it withraegal exception for exchanges of non-monetary agbat do not have commercial substance.
SFAS No. 153 is effective for non-monetary exchangecurring in fiscal periods beginning after JaBe2005. Management believes the
adoption of SFAS No. 153 will not have a matenmapact on our consolidated financial statements.

(2) FINANCIAL INSTRUMENTS
(a) Fair Value of Financial Instruments

Cash, cash equivalents, receivables, accounts jgagall accrued and other liabilities are valuetth@it carrying amounts as they approxir
their fair value due to the short maturity of thésancial instruments.

All of our short-term investments and marketablaiggsecurities were classified as availabledate as of March 31, 2005 and 2004. The
value of these investments is determined usingegutarket prices for the securities or similarfficial instruments.

(b) Cash, Cash Equivalents and Short-term Istrments
Cash, cash equivalents and short-term investmentsted of the following (in millions):

As of March 31, 2005
Gross Unrealized Losses

Total Gross Fair Value as
Less than More than Unrealized Fair of March 31,
Amortized Cost 1 Year 1 Year Losses Value 2004
Cash and cash equivaler
Cash $ 34z $ — $ — $ — $ 34z % 15¢
Money market fund 92¢ — — — 92¢ 1,13¢
Municipal securitie: — — — — — 274
U.S. agency securitie — — — — — 57¢
Commercial pape — — — — — 5
Cash and cash equivalel 1,27C — — — 1,27C 2,15(
Shor-term investments
U.S. agency securitie 70C (8) — (8 692 264
U.S. agency securitie 482 — @) @) 47€ —
U.S. government bonc 302 4 — 4 29¢ —
Corporate bond 18z (©)] — 3 18C —
Asse-backed securitie 42 — — — 42 —
Shor-term investment 1,71(C (15) (7 (22 1,68¢ 264
Cash, cash equivalents and sh
term investment $ 2,98( $ 15) $ ) $ 22) $2,95¢ $ 2,414
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In accordance with EITF No. 03-1, the table abavamarizes the fair value and gross unrealized $oseur short-term investments,
aggregated by investment category and by the lesfgilme that individual securities have been oatinuous unrealized loss position as of
March 31, 2005. The gross unrealized losses in ebtttese investment categories were primarily edusy interest rate changes. However,
the contractual terms of these securities do nahijpéhe issuer to call, prepay or otherwise settkesecurities at prices less than the state
value of the security. Accordingly, we do not calesithese investments to be other-than-temporianipaired as of March 31, 2005.

Gross unrealized gains in short-term investmentg less than $1 million as of March 31, 2005. Guos®alized gains and gross unrealized
losses in short-term investments were both less $iamillion as of March 31, 2004. No material gaan losses were recognized from the
sale of short-term investments for the years emdiath 31, 2005, 2004 and 2003, respectively.

The following table summarizes the amortized cost fair value of our short-term investments, cksdiby stated maturity as of March 31,
2005 (in millions):

Amortized Fair
Cost Value
Due in 1 year or les $ 69¢ $ 692
Due in 1-2 years 79¢ 787
Due in =3 years 213 20¢
Shor-term investment $ 1,71C $ 1,68¢
(c) Marketable Equity Securities
Marketable equity securities consisted of the feila (in millions):
Gross Gross
Unrealized Unrealized
Cost Gains Losses Fair Value
As of March 31, 200! $ 93 $ 47 $ — $ 14C
As of March 31, 200 $ 1 $ — $ — $ 1

Our investments in marketable equity securitiesistrof investments in common stock of publiclyded companies. On February 3, 2005,
we purchased approximately 19.9 percent of thetanding ordinary shares (18.4 percent of the vatigigts) of Ubisoft Entertainment for
$90 million. As the fair value of our marketableugy securities exceed the cost basis of thosesimvents as of March 31, 2005, we do not
consider these investments to be other-than-tempoimpaired. During fiscal 2004, we recognize@®million other-than-temporary
impairment charge to write-down certain investméattheir fair market value. During fiscal 2005 &@D3, no other-than-temporary
impairment charges were recognized.

The sale of marketable equity securities resutieghins of $2 million for both years ended March 3105 and 2003. No material gains or
losses were recognized from the sale of marketdpi@y securities for the year ended March 31, 2004

(d) Investments in Affiliates

As of March 31, 2005, investments in affiliateslired a warrant to acquire 2,327,602 additionateshaf Digital lllusions, C.E. (“DICE")
common stock. See Note 4 of the Notes to ConselitBinancial Statements. The warrant is accourteds a derivative instrument and is
recorded at fair market value in accordance witASRNo. 133,"Accounting for Derivative Instruments and HedgiAgtivities” , as
amended, with gains and losses resulting from absimgfair market value recorded in interest afmeoincome, net in the Consolidated
Statements of Operations. As of March 31, 2005fdfrevalue of the warrant was $5 million.

For cost method investments with an aggregateafd&2 million, we estimated that the fair value egded the cost basis of those investm
For the remaining $2 million, no adverse eventstber impairment
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indicators have come to our attention suggestiagttie investment is impaired. Accordingly, we dd consider these investments to be
other-than-temporarily impaired as of March 31,200uring fiscal 2004, no other-than-temporary iimp&nts in investments in affiliates
were recognized. However, during fiscal 2003, wieeined that some of our cost method investmesnsained other-than-temporary
impairments based on several factors such asrihadial performance of the affiliate, our decisiomo longer acquire or continue investing
in the affiliate, the limited cash flow from futubeisiness arrangements and other information dlajland a charge of $11 million was
recorded to write-down these investments to thetineted fair market value.

(3) DERIVATIVE FINANCIAL INSTRUMENTS

We account for our derivative and hedging actigitimder SFAS No. 133. The assets or liabilities@ased with our derivative instruments
and hedging activities are recorded at fair vaftuether current assets or other current liabilitiespectively, in the Consolidated Balance
Sheets. As discussed below, the accounting foisgaid losses resulting from changes in fair vakpedds on the use of the derivative and
whether it is designated and qualifies for hedgmanting.

We transact business in various foreign currermieshave significant international sales and pugeheansactions denominated in foreign
currencies. As a result, we purchase foreign cogr@ption contracts, generally with maturities &frhonths or less, to reduce the volatility
cash flows primarily related to revenue generatedur international subsidiaries. In addition, wi#ize foreign exchange forward contracts
to mitigate foreign currency exchange rate risloeisged with foreign-currency-denominated assetsliabilities, primarily intercompany
receivables and payables. The forward contractsrgéim have a contractual term of less than onetimand are transacted near month-end.
Therefore, the fair value of the forward contragggerally is not significant at each month-end. danot use foreign currency option or
foreign exchange forward contracts for speculativirading purposes.

Cash Flow Hedging Activities

Our foreign currency option contracts are desighated qualify as cash flow hedges under SFAS NB8. 1Be effectiveness of the contracts
that qualify as cash flow hedges is assessed myotittdugh an evaluation of critical terms and ottréeria required by SFAS No. 133. The
effective portion of gains or losses resulting fronanges in fair value is initially reported asomyponent of accumulated other
comprehensive income or (loss), net of any taxc&ffén stockholders’ equity and subsequently s=ifeed into net revenue in the period
when the forecasted transaction actually occurs.ifiéffective portion of gains or losses resultirmgn changes in fair value is reported in
interest and other income, net in the Consolid&tadements of Operations. We expect the effectivégn of hedges recognized in
accumulated other comprehensive income or (losej Bkarch 31, 2005, will be reclassified to neteaue during fiscal 2006. The amount of
hedging ineffectiveness recognized in interesta@hdr income, net was a loss of $1 million and $ilan for the years ended March 31,
2005 and 2004, respectively.

Balance Sheet Hedging Activities

Our foreign exchange forward contracts are notgheded as hedging instruments under SFAS No. 188omlingly, any gains or losses
resulting from changes in the fair value of themard contracts are reported in interest and otlmyme, net in the Consolidated Statemen
Operations. The gains and losses on these forveatiiacts generally offset the gains and lossescaged with the underlying foreign-
currency-denominated assets and liabilities.

(4) BUSINESS COMBINATIONS
Criterion

On October 19, 2004, we completed our acquisitiot0@ percent of Criterion Software Group Ltd. (it€rion”) for an aggregate accounting
purchase price of approximately $68 million inchiglitransaction costs and the assumption of outstgrstiock options under certain
Criterion stock option plans. Based in
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England, Criterion is a developer of video gameasaprovider of middleware solutions for the garegedopment and publishing industry.
The results of operations of Criterion and theneated fair market values of the acquired assetsasdmed liabilities have been included in
the Consolidated Financial Statements since tree afadcquisition. Except for acquired in-proceshimlogy, which is discussed below, the
acquired intangible assets are being amortizedstragght-line basis over estimated lives rangiognf two to four years.

Acquired in-process technology includes the valiugroducts in the development stage that are nasidered to have reached technological
feasibility or have alternative future use. Accogly, the acquired in-process technology was exgisthe Consolidated Statement of
Operations upon consummation of the acquisitiooclsbased employee compensation represents tlisiotvalue of certain unvested
employee stock options that were assumed as p#redfansaction. The stock option awards wereidernsd modified for accounting
purposes and were fully amortized over the remginisting period in the Consolidated Statementpdr@tions for the year ended March
2005.

Digital lllusions C.E.

In 2003 we acquired: (1) approximately 1,911,40&8sh of Class B common stock representing a 1®peequity interest in DICE; and (2
warrant to acquire an additional 2,327,602 shafés-be-issued Class A common stock at an exeprise of SEK 43.23. Based in Sweden,
DICE develops games for personal computers ana\ddene consoles. DICE’s products are primarily sotdugh co-publishing agreements
with us. The transactions between DICE and us baea recorded at an arms-length basis. Prior tfotiréh quarter of fiscal 2005, we
accounted for our Class B common stock investmeBiCE under the equity method of accounting, asgibed by APB No. 18.

Separately, the warrants valued at $5 million aslafch 31, 2005 are included in investments iriafés in the Consolidated Balance Sheets.
See Note 2 of the Notes to Consolidated Finandaksents.

On January 27, 2005 we completed a tender offeciuiring 3,235,053 shares of Class A common sbekprice of SEK 61 per share,
representing 32 percent of the outstanding ClassrAmon stock of DICE. During the tender offer pdramd subsequently, we acquired,
through open market purchases at an average grig€l 60.33, an additional 1,190,658 shares of Chasommon stock, representing
approximately 12 percent of the outstanding Clage#mon stock in DICE. Accordingly, on a cumulatbasis as of March 31, 2005, we
owned approximately 63 percent of DICE on an unddwbasis (excluding the warrants discussed abded. result, we have included the
assets, liabilities and results of operations dZBIn our consolidated financial statements sireridry 27, 2005. DICE’s 37 percent
ownership is reflected as minority interest on Gonsolidated Balance Sheets as of March 31, 2005tenConsolidated Statement of
Operations for the year ended March 31, 2005. Taknpinary purchase price allocation, including #ilcation of goodwill, will be updated
as additional information becomes available.

Except for acquired-in-process technology, the &eduntangible assets are being amortized onadgsti-line basis over estimated lives
ranging from one to four years. The acquired inepss technology was expensed in the Consolidatgdri¢nt of Operations upon
consummation of the acquisition.
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A summary of the Criterion assets acquired andliieds assumed and the preliminary allocationhaf DICE assets acquired and liabilities
assumed during the year ended March 31, 2005f@laws (in millions):

Criterion DICE Total

Current assel $ 21 $ 35 $ 56
Property and equipment, r 1 1 2
Long-term deferred tax ass 3 — 3
Acquired ir-process technoloc 9 4 13
Stocl-based employee compensat 6 — 6
Goodwill 27 31 58
Finite-lived intangibles 21 1 22
Liabilities (20) 9) (29
Minority interest — (12) (12)

Total consideratiol $ 68 $ 52 $ 12C

Square Co., Ltd.

In May 1998, we completed the formation of two rjeimt ventures in North America and Japan with $qu@o0., Ltd. (“Square”), a leading
developer and publisher of entertainment softwardapan. In North America, the companies formed8gE&lectronic Arts, LLC

(“Square EA”"), which had exclusive publishing riglim North America for future interactive entertaient titles created by Square.
Additionally, we had the exclusive right to distrtle in North America products published by thisifoienture. We contributed $3 million and
owned a 30 percent minority interest in this jaiahture while Square owned 70 percent. This joamture was accounted for under the ec
method. The joint venture agreements with Squap@edk as of March 31, 2003. Our distribution of Sguproducts in North America
terminated on June 30, 2003. On May 30, 2003, ®qaeguired our 30 percent ownership interest indime venture for $8 million and the
investment was removed from our Consolidated Ba&tweets.

In Japan, the companies established Electronic@qtgare K.K. (“EA Square KK”) in 1998, which locadid and published in Japan a
selection of EA’s properties originally created\orth America and Europe, as well as developedpardished original video games in
Japan. We contributed cash and had a 70 perceatitpajwnership interest, while Square contributagh and owned 30 percent.
Accordingly, the assets, liabilities and result®pérations for EA Square KK were included in oon€olidated Balance Sheets and
Consolidated Statements of Operations since Jub®9B, the date of formation. Square’s 30 peragetrést in EA Square KK was reflected
as “Minority interest’on our Consolidated Balance Sheets as of MarcB@13, and Consolidated Statements of Operationthéoyear ende
March 31, 2003.

In May 2003, we acquired Square’s 30 percent ovimigiigterest in EA Square KK for approximately $8lion in cash. As a result of the
acquisition, EA Square KK has become our wholly ed/subsidiary and has been renamed ElectronickAsThe acquisition was
accounted for as a step acquisition purchase anextess purchase price over fair value of theamefible assets acquired, $1 million, was
allocated to goodwill.
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(5) GOODWILL AND OTHER INTANGIBLE ASSETS

Gooduwill information is as follows (in millions):

Year Ended
March 31,
2005 2004
Goodwill — beginning of yea $ 92 $ 86
Acquired 58 4
Effects of Foreign Currency Translati 3 2
Goodwill — end of yea $ 15% $ 92

We completed our annual impairment test in thetfoguarter of fiscal 2005, 2004 and 2003 with mearmient dates of January 1, 2005,
January 1, 2004 and January 1, 2003, respecti@ety/found no indicators of impairment of our re@atdjoodwill. There can be no assurance
that future impairment tests will not result inteacge to earnings and there is a potential forigevdown of goodwill in connection with the
annual impairment test in future periods.

Finitedived intangible assets, net of accumulated amatitn, as of March 31, 2005 and 2004, were $36anithnd $18 million, respectivel
and include costs for obtaining trade names anéldped technologies. Amortization of intangiblestfte fiscal years ended March 31, 2(
2004 and 2003 was $6 million (of which $3 milliomsvrecognized in cost of goods sold), $3 milliod &8 million, respectively. Finite-lived
intangible assets are amortized using the strdightmethod over the lesser of their estimateduldeies or the agreement terms, typically
from two to twelve years. As of March 31, 2005 &004, the weighted-average remaining useful lifdifate-lived intangible assets was
approximately 4.3 years and 7.5 years, respectively

When indicators are present and circumstances atawa perform impairment tests under SFAS No. tbddvaluate the recoverability of our
long-lived assets and remaining finite-lived id&atle intangibles utilized in our business. Thasttwas performed in the fourth quarter of
fiscal 2003 in conjunction with the overall valuatiof the EA.com legal entity and our Class B commsimck and resulted in an impairment
of $12 million. See Note 6 of the Notes to Consatiidl Financial Statements.

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

As of March 31, 2005

Gross Other

Carrying Accumulated Intangibles,
Amount Amortization Impairment Other Net
Developed/ Core Technolog $ 47 3 (22 $ 9 $ 1 % 17
Trade nam 37 (18) @ — 18
Subscribers and Other Intangib 11 (7) (2 (1) 1
Total $ 95 $ (47 $ (12 —  $ 36
As of March 31, 2004

Gross Other
Carrying Accumulated Intangibles,

Amount Amortization _Impairment Other Net
Developed/ Core Technolog $ 28 $ 19 $ 9) $ — $ —
Trade nam 35 (16) 1) — 18
Subscribers and Other Intangib 9 (6) (2) (1) —
Total $ 72 % (41) $ (12) $ () 3 18
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As of March 31, 2005, future amortization of finlieed intangibles that will be recorded in costgmods sold and operating expenses is
estimated as follows (in millions):

Fiscal Year Ended March 3

2006 $ 11
2007 10
2008 6
2009 3
2010 2
Thereaftel 4

Total $ 36

(6) RESTRUCTURING AND ASSET IMPAIRMENT CHARGES

Restructuring and asset impairment informationfadarch 31, 2005 was as follows (in millions):

Accrual Charges Charges Accrual
Beginning Charges tc Utilized Utilized Adjustments Ending
Balance Operations in Cash Non-cash to Operations Balance

Year Ended March 31, 20(
Workforce $ 2 $ — $ @ $ — $ — $ —
Facilities-related 12 — (4) — 2 10
Total $ 14 $ — $ (8 $ — $ 2 $ 10

Year Ended March 31, 20(
Workforce $ 2 $ 2 $ @ $ — $ — $ 2
Facilities-related 9 7 (4) — — 12
Total $ 11 $ 9 $ (6) $ — $ — $ 14

Year Ended March 31, 20(
Workforce $ 1 $ 4 $ (3 $ — $ — $ 2
Facilities-related 2 11 (©)] — @ 9
Non-current asset — 66 — (66) — —
Total $ 3 $ 81 $ (6) $ (66) $ (1) $ 1

Year Ended March 31, 20(
Workforce $ — $ 4 $ (3 $ — $ — $ 1
Facilities-related — 3 (@D} — — 2
Non-current asset — 13 — (13) — —
Total $ = $ 20 $ (4) $ (13 $ = $ 3

Over the last four fiscal years, we have enterémlviarious restructurings based on managementidesias discussed in more detail below.
As of March 31, 2005, an aggregate of $23 milliercash had been paid out under the fiscal 20043 286 2002 restructuring plans. In
addition, we have made subsequent net adjustméafmpeoximately $2 million during fiscal 2005 refad to projected future cash outlays
under the fiscal 2004 and 2003 restructuring pl&hs.remaining projected cash outlay of $10 mili®expected to be utilized by

January 2009. The facilities-related accrued olibgashown above is net of $13 million of estimatetlire sub-lease income. The
restructuring accrual is included in other accrarpenses presented in Note 8 of the Notes to Cdasedl Financial Statements.
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Fiscal 2004 Studio Restructuring

During the fourth quarter of fiscal 2004, we closied majority of our leased studio facility in WatrCreek, California and our entire owned
studio facility in Austin, Texas in order to conisalte local development efforts in Redwood CitylifGenia. We recorded total pre-tax
charges of $9 million, consisting of $7 million foonsolidation of facilities (net of expected figsublease income), $2 million for workforce
reductions of approximately 117 personnel andtleas $1 million for the write-off of non-currentsets, primarily leasehold improvements.

Fiscal 2003 Studio Restructuring

During the third quarter of fiscal 2003, we closed office located in San Francisco, California @ud studio located in Seattle, Washington
in order to consolidate local development effontRedwood City, California and Vancouver, Britisbl@nbia, Canada. We recorded total
pretax charges of $9 million, consisting of $7 millitar consolidation of facilities (net of expectadure sublease income), $1 million for
write-off of non-current assets, primarily leasehishprovements, and $1 million for workforce redans of approximately 33 personnel.

Additionally, during the fourth quarter of fiscad@3, we approved a plan to consolidate the Los Rsg€alifornia, Irvine, California and
Las Vegas, Nevada, studios into one major gamecstud.os Angeles. We recorded a total pre-taxreestiring charge of $5 million,
including $2 million for the shutdown of facilitiemd associated costs, $2 million for the writeaffhon-current assets, primarily leasehold
improvements and $1 million for workforce reducson

Fiscal 2003 Online Restructuring

In March 2003, we consolidated the operations ofcB# into our core business, and eliminated sepaegiorting for our Class B common
stock for all future reporting periods after fis@@l03. We recorded restructuring charges, includsggt impairment, of $67 million,
consisting of $2 million for workforce reductionsapproximately 50 personnel, $2 million for condation of facilities and $63 million for
the write-off of non-current assets. The consolaraof facilities resulted in the closure of EA.can€hicago and Virginia facilities and an
adjustment for the closure of EA.com’s San Diegmiit in fiscal 2002.

As part of the restructuring efforts, we perfornimgairment tests under SFAS No. 144¢counting for the Impairment or Disposal of Long-
Lived Asse” , to evaluate the recoverability of our long-livassets and remaining finite-lived identifiable mdéble assets utilized in the
EA.com business. This test was performed in thetfioguarter of fiscal 2003 in conjunction with theerall valuation of the EA.com legal
entity and its Class B common stock. As of MarchZ103, the unit sales and the number of subserifoemhe Sims Onlinegur flagship
EA.com product, and overall EA.com performance sigaificantly below our expectations, which we ddesed to be a triggering event
under SFAS No. 144. These results caused us t@karust of our plans to develop similar online protd that would have utilized the long-
lived assets associated with the EA.com businegsairment charges on long-lived assets amount&@3anmillion and included $25 million
relating to impaired customized internal-use sofensystems for the EA.com infrastructure, $26 wnillfor other long-lived assets and

$12 million of finite-lived intangibles impairmenharges relating to EA.com’s acquisitions of Kes@aiporation and Pogo Corporation.

Fiscal 2002 Online Restructuring

In October 2001, we announced restructuring it involving EA.com and the closure of EA.coman®iego studio and consolidation of
our San Francisco and Virginia facilities. As autesve recorded restructuring charges of $20 onilliconsisting of $4 million for workforce
reductions, $3 million for consolidation of fadéis and other administrative charges and $13 mifiow the write-off of norcurrent assets al
facilities.

All restructuring charges recorded prior to Decen8ig 2002 were recorded in accordance with EITEMNe3,“Liability Recognition for
Certain Employee Termination Benefits and Othert€tis Exit an
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Activity (Including Certain Costs Incurred in a Resturing)”, EITF No. 95-03,'Recognition of Liabilities in Connection with a Rilnase
Business Combinati” , and SAB No. 100;Restructuring and Impairment ChargesAll restructuring charges recorded subsequent to
December 31, 2002, were recorded in accordanceSF&S No. 146;Accounting for Costs Associated with Exit or DispbActivities”.
Adjustments to the restructuring reserves will ksdmin future periods, if necessary, based upothgrecurrent events and circumstances.

(7) ROYALTIES AND LICENSES

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

Royalty-based payments made to content licensarslmtribution affiliates are generally capitalizas prepaid royalties and expensed to cost
of goods sold at the greater of the contractualffeictive royalty rate based on net product s&espayments made to thinly capitalized
independent software developers and co-publisHiiiigages are generally made in connection with tlevelopment of a particular product
and, therefore, we are generally subject to devedant risk prior to the general release of the peadiccordingly, payments that are due

prior to completion of a product are generally exgasl as research and development as the servicexarred. Payments due after
completion of the product (primarily royalty-basachature) are generally expensed as cost of gealdsat the higher of the contractual or
effective royalty rate based on net product sales.

Minimum guaranteed royalty obligations are initfalecorded as an asset and as a liability at theactual amount when no significant
performance remains with the licensor. When sigaift performance remains with the licensor, wenecoyalty payments as an asset when
actually paid and as a liability when incurred eatthan upon execution of the contract. Minimumatbypayment obligations are classifiec
current liabilities to the extent such royalty pants are contractually due within the next twelhanths. As of March 31, 2005 and 2004,
approximately $51 million and $63 million, respeety, of minimum guaranteed royalty obligations Hesdn recognized and are included in
the tables below.

Each quarter, we also evaluate the future reatimaif our royalty-based assets as well as any ogrézed minimum commitments not yet
paid to determine amounts we deem unlikely to béized through product sales. Any impairments deireed before the launch of a product
are charged to research and development expengairinents determined post-launch are charged toof@®ods sold. In either case, we
rely on estimated revenue to evaluate the futualizagion of prepaid royalties. If actual salegsevised revenue estimates fall below the in
revenue estimates, then the actual charge takerbeggeater in any given quarter than anticipated.

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

As of
March 31,
2005 2004
Other current asse $ 59 $ 31
Other asset 76 55
Royalty-related asse: $ 13t $ 86

At any given time, depending on the timing of oayments to our co-publishing and/or distributiofiliates, content licensors and/or
independent software developers, we recognize dnpgalty amounts due to these
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parties as either accounts payable or accrueditie®i The current and long-term portions of aedruoyalties, included in accrued and other
liabilities as well as other liabilities, consisteti(in millions):

As of
March 31,
2005 2004
Accrued liabilities $ 88 $ 11€
Other liabilities 33 42
Accrued royaltiet $ 121 $ 16C

In addition, as of March 31, 2005, we had approxatye$1,483 million that we were committed to paypublishing and/or distribution
affiliates and content licensors but that were galhecontingent upon performance by the countdayp@re., delivery of the product or conte
or other factors) and were therefore not recordezlir Consolidated Financial Statements. See Nofgl® Notes to Consolidated Financial
Statements.

(8) BALANCE SHEET DETAILS
(a) Inventories
Inventories as of March 31, 2005 and 2004 consistéoh millions):

As of
March 31,
2005 2004
Raw materials and work in proce $ 2 $ 2
Finished goods (including manufacturing royalti 60 53
Inventories $ 62 $ 55
(b)  Property and Equipment, Ne
Property and equipment, net as of March 31, 20@52804 consisted of (in millions):
As of
March 31,
2005 2004
Computer equipment and softw: $ 381 $ 33t
Buildings 10€ 11¢€
Leasehold improvemen 73 30
Land 60 60
Office equipment, furniture and fixtur: 53 46
Warehouse equipment and ot 12 12
Construction in progres 43 28
72¢ 62¢
Less accumulated depreciation and amortize (379 (337
Property and equipment, r $ 358 $ 29¢

Depreciation and amortization expenses associatbdowoperty and equipment amounted to $69 millrs million and $66 million for the
fiscal years ended March 31, 2005, 2004 and 2@&pectively.
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(c) Accrued and Other Liabilities
Accrued and other liabilities as of March 31, 2@l 2004 consisted of (in millions):

As of
March 31,
2005 2004
Accrued income taxe $ 267 $ 22¢
Other accrued expens 172 12C
Accrued compensation and bene 132 142
Accrued royaltie: 88 11¢
Deferred revenu 35 23
Accrued and other liabilitie $ 694 $ 63C

(99 COMMITMENTS AND CONTINGENCIES
Lease Commitments and Residual Value Guarastee

We lease certain of our current facilities andaerequipment under non-cancelable operating lagssements. We are required to pay
property taxes, insurance and normal maintenansts éar certain of our facilities and will be rered to pay any increases over the base yeal
of these expenses on the remainder of our fasilitie

In February 1995, we entered into a build-to-sedisk with a third party for our headquarters fgciti Redwood City, California, which was
refinanced with Keybank National Association inyJ2001 and expires in July 2006. We accountedhisrdrrangement as an operating lease
in accordance with SFAS No. I3ccounting for Leases’, as amended. Existing campus facilities developgihase one comprise a total of
350,000 square feet and provide space for salaketiteg, administration and research and developfiuections. We have an option to
purchase the property (land and facilities) foraximum of $145 million or, at the end of the leasearrange for (i) an extension of the lease
or (ii) sale of the property to a third party while retain an obligation to the owner for approxieha90 percent of the difference between
sale price and the guaranteed residual value o6 129 million if the sales price is less thars taimount, subject to certain provisions of the
lease.

In December 2000, we entered into a second buikliiblease with Keybank National Association fdive and one-half year term beginning
December 2000 to expand our Redwood City, Caliboh@adquarters facilities and develop adjacentgptpmdding approximately

310,000 square feet to our campus. Constructioncaapleted in June 2002. We accounted for thismgement as an operating lease in
accordance with SFAS No. 13, as amended. Thetfasifprovide space for sales, marketing, admirtistraand research and development
functions. We have an option to purchase the ptgfier a maximum of $130 million or, at the endté lease, to arrange for (i) an extension
of the lease, or (ii) sale of the property to adhiarty while we retain an obligation to the owfarapproximately 90 percent of the differel
between the sale price and the guaranteed residlued of up to $119 million if the sales priceésd than this amount, subject to certain
provisions of the lease.

We believe the estimated fair values of both pridgeunder these operating leases are in excabgiofespective guaranteed residual values
as of March 31, 2005.
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For the two lease agreements with Keybank Natigisabciation, as described above, the lease ratdsased upon the Commercial Paper
Rate and require us to maintain certain finanaakoants as shown below, all of which we were imglgance with as of March 31, 2005.

Actual as of
Financial Covenants Requirement March 31, 2005
Consolidated Net Worth (in million: $ 2,061 $ 3,49¢
Fixed Charge Coverage Ra 3.0C 19.9:
Total Consolidated Debt to Capi 60% 6.6%
Quick Ratio— Q1 & Q2 1.0C N/A
Q3&Q 1.7¢5 13.07

In July 2003, we entered into a lease agreemehtamitindependent third party (the “Landlord”) fostadio facility in Los Angeles,
California, which commenced in October 2003 andrespgn September 2013 with two five-year optiomgxtend the lease term.
Additionally, we have options to purchase the propafter five and ten years based on the fair miaviklue of the property at the date of s
a right of first offer to purchase the property ngerms offered by the Landlord, and a right torehia the profits from a sale of the property.
We have accounted for this arrangement as an apgtaase in accordance with SFAS No. 13, as anterieldsting campus facilities
comprise a total of 243,000 square feet and prosidee for research and development functionsréntal obligation under this agreemer
$50 million over the initial ten-year term of theake. This commitment is offset by sublease incoi$® million for the sublet to an affiliate
of the Landlord of 18,000 square feet of the Logi@les facility, which commenced in October 2003 exypires in September 2013, with
options of early termination by the affiliate affere years and by us after four and five years.

In June 2004, we entered into a lease agreememiwiindependent third party for a studio facilityOrlando, Florida, which commenced in
January 2005 and expires in June 2010, with oreeyfaar option to extend the lease term. The carfgmilgies comprise a total of

117,000 square feet, which we intend to use fazardh and development functions. We have accodatdtis arrangement as an operating
lease in accordance with SFAS No. 13, as amendeadieDtal obligation over the initial five-and-akhgear term of the lease is $13 million.

Letters of Credit

In July 2002, we provided an irrevocable standiigteof credit to Nintendo of Europe. The standbtyer of credit guarantees performance of
our obligations to pay Nintendo of Europe for tradeables of up to € 18 million. The standby lettiecredit expires in July 2005. As of
March 31, 2005, we had € 0.5 million payable totisiio of Europe covered by this standby letteredit.

In August 2003, we provided an irrevocable stanehtgr of credit to 300 California Associates ILQ in replacement of our security deposit
for office space. The standby letter of credit guees performance of our obligations to pay casdecommitment up to approximately

$1 million. The standby letter of credit expireddacember 2006. As of March 31, 2005, we did neehapayable balance on this standby
letter of credit.

Development, Celebrity, League and Contentdrises: Payments and Commitments

The products produced by our studios are designéddi@ated by our employee designers, artistsyaoétprogrammers and by nemploye:
software developers (“independent artists” or ‘dhparty developers”)Ne typically advance development funds to the irdelent artists ar
third-party developers during development of ounga, usually in installment payments made upordnepletion of specified development
milestones.

Contractually, these payments are considered adgaagainst subsequent royalties on the sales pirdgeicts. These terms are set forth in
written agreements entered into with the independsists and third-party developers. In additiae, have certain celebrity, league and
content license contracts that contain
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minimum guarantee payments and marketing commitsrtbat are not dependent on any deliverables. Gdsband organizations with
whom we have contracts include: ESPN (content inSPORTS™ games); FIFA and UEFA (professional soccer); NASQARCck car
racing); John Madden (professional football); NatibBasketball Association (professional basketpbBIEA TOUR (professional golf); Tiger
Woods (professional golf); National Hockey Leagnd &IHLPA (professional hockey); Warner Bros. (HaPogtter, Batman and Superman);
MGM/ Danjaq (James Bond); New Line Productions (Lbed of the Rings); National Football League, Aadfootball League and
PLAYERS Inc. (professional football); Collegiatecensing Company (collegiate football and baskethi&IC (stock car racing); Island Def
Jam (fighting); and Viacom Consumer Products (Toedf@ther). These developer and content license d¢omants represent the sum of

(i) the cash payments due under non-royalty-beditegses and services agreements, and (ii) themaim payments and advances against
royalties due under royalty-bearing licenses amdices agreements, the majority of which are cao#l upon performance by the
counterparty. These minimum guarantee paymentsuaydelated marketing commitments are includedéntable below.

The following table summarizes our minimum contwatbbligations and commercial commitments as ofdd&1, 2005, and the effect we
expect them to have on our liquidity and cash floiuture periods (in millions):

Contractual Obligations Commercial Commitments
Developer/ Bank and Letters
Fiscal Year Licensor Other of
Ended March 31, Leases Commitments (1) Marketing Guarantees Credit _Total
2006 $ 30 $ 134 $ 33 $ 4 $ 1% 202
2007 24 131 34 — — 18¢
2008 20 12¢ 30 — — 17¢
2009 15 13€ 30 — — 181
2010 12 124 31 — — 167
Thereafte 35 83C 197 — — 1,062
Total $ 13€ $ 1,48 $ 35E $ 4 $ 1$1,97¢

() Developer/licensor commitments include $50 millaf commitments to developers or licensors thaehzseen included in both current
and long-term assets and liabilities in our Conisidéd Balance Sheets as of March 31, 2005 becagskeveloper or licensor does not
have any performance obligations to us. Our deelbpensor and marketing commitments increasewifsigntly in the latter half of
fiscal 2005 primarily as a result of agreementgeveewed with the National Football League and PLR®HnNc., as well as an exclusive,
long-term agreement we entered into with ESPN (fli€SPN") for the development and integrated margtf ESPN content in EA
SPORTS games beginning in calendar 2006. Whileommitments with ESPN are not contractually dud €intal 2011 and beyond
and are presented as such in the table above, tiegpate paying these commitments earlier as wdiglulities associated with the
agreement

Total rent expense for all operating leases wasrlibn, $27 million and $22 million, for the fist years ended March 31, 2005, 2004 and
2003, respectively.

The lease commitments disclosed above exclude comants included in our restructuring activities éontractual rental commitments of
$23 million under real estate leases for unutiliaéftte space, offset by $13 million of estimatedufe sublease income. These amounts w
expensed in the periods of the related restrugjuaird are included in our accrued and other ligdslireported on our Consolidated Balance
Sheets as of March 31, 2005. See Note 6 in thesNot€onsolidated Financial Statements.

Litigation
On July 29, 2004, a class action lawsKitschenbaum v. Electronic Arts Incwas filed against us in Superior Court in San@datalifornia

The complaint alleges that we improperly classifimage Production
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Employees” in California as exempt employees ar#tsmjunctive relief, unspecified monetary damagasrest and attorneys’ fees. The
complaint was first amended on or about Novembef804 to add two former employees as namlegitiffs, and amended again on or at
January 5, 2005 to add another former employeenasned-plaintiff. The allegations in the complaimre not materially changed by the
amendments.

On February 14, 2005, a second employment-reldésd ection lawsuitlasty v. Electronic Arts Incwas filed against us in Superior Court
in San Mateo, California. The complaint allegeg the improperly classified “Engineers” in Califoanas exempt employees and seeks
injunctive relief, unspecified monetary damagetenest and attorneys’ fees. On or about March @852we received a first amended
complaint, which contains the same material aliegatas the original complaint. We answered thet imended complaint on April 20, 20

On March 24, 2005, a purported class action lawsatt filed against us and certain of our officerd directors. The complaint, which asserts
claims under Section 10(b) and 20(a) of the SdeariExchange Act of 1934 based on allegedly fatsknaisleading statements, was filed in
the United States District Court, Northern Dista€tCalifornia, by an individual purporting to resent a class of purchasers of EA common
stock. Additional purported class action lawsudsédibeen filed in the same court by other indivislagserting the same claims against us.
We have not yet responded to any of the compldimtaddition, on April 12, 2005, a shareholder dative action was filed against certain of
our officers and directors. This suit asserts ckrased on substantially the same factual allegmset forth in the federal class action
lawsuits. The complaint was filed in San Mateo SigreCourt. On April 13, 2005, a second shareholtlivative action was filed in

San Mateo Superior Court based on the same clantedirst complaint. On May 16, 2005, a sharediotterivative action based on
substantially the same allegations was filed inUh&ed States District Court, Northern District@élifornia. We have not responded to the
shareholder derivative complaints.

In addition, we are subject to other claims ariddtion arising in the ordinary course of busin€gr management considers that any liability
from any reasonably foreseeable disposition of sbbr claims and litigation, individually or ingtaggregate, would not have a material
adverse effect on our consolidated financial positr results of operations.

Director Indemnity Agreements

We have entered into indemnification agreements thié members of our Board of Directors to indemttiem to the extent permitted by |
against any and all liabilities, costs, expenseguats paid in settlement and damages incurretiditectors as a result of any lawsuit, or
any judicial, administrative or investigative preding in which the directors are sued as a re$ukteir service as members of our Board of
Directors.

(10) INCOME TAXES

Our pretax income from operations for the fiscargeended March 31, 2005, 2004 and 2003 consistibxe éollowing components (in
millions):

Year Ended March 31,

2005 2004 2003

Domestic $ 38¢€ $ 49C $ 222

Foreign 33¢ 307 23¢
Income before provision for income taxes and miganiterest $ 72t $ 797 $ 461
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Income tax expense (benefit) for the fiscal yeadee March 31, 2005, 2004 and 2003 consisted ahillions):

Current Deferred Total

March 31, 200!
Federa $ 11t $ 4 $ 11¢
State 4 11 15
Foreign 9 3 12
Charge in association with disposition from empgéock plan: 75 — 75
$ 202 $ 18 $ 221

March 31, 200¢
Federa $ 121 $ 28 $ 14¢
State 4 (15) (12)
Foreign 18 (5) 13
Charge in association with disposition from empgéock plan: 69 — 69
$ 21z $ 8 $ 22

March 31, 200:
Federal $ 76 $ (13 $ 63
State 3 (13 (20
Foreign 17 2 15
Charge in association with disposition from empgéock plan: 75 — 75

$ 171 $ (29 $ 142

The differences between the statutory income texaad our effective tax rate, expressed as a pege of income before provision for
(benefit from) income taxes, for the years endeddi&1, 2005, 2004 and 2003 were as follows:

Year Ended March 31,

2005 2004 2003
Statutory federal tax ra 35.(% 35.(% 35.(%
State taxes, net of federal ben 1.4% 1.€% 1.€%
Differences between statutory rate and foreignctiffe tax rate (7.3%) (6.2%) (4.5%)
Research and development cre (0.5%) (0.€%) (1.2%)
Resolution of certain ti-related matters with the Ik — (2.5%) —
Non-deductible acquisition related co 0.8% — —
Change in valuation allowan 0.5% — —
Other 0.6% — (0.2%)
Effective tax rate 30.5% 27.5% 31.(%

Our effective income tax rate reflects the nettiarefit from having significant operations outsidde United States that are taxed at rates
lower than the U.S. statutory rate of 35 percent.

Undistributed earnings of our foreign subsidiaaesounted to approximately $896 million as of MaBdh 2005. Those earnings are
considered to be indefinitely reinvested and, atiogly, no U.S. income taxes have been providetktire Upon distribution of those
earnings in the form of dividends or otherwise,waild be subject to both U.S. income taxes (sultigean adjustment for foreign tax credits)
and withholding taxes payable to various foreigantaes.

85




Table of Contents

During the fiscal year ended March 31, 2005 we iirediapproximately $6 million in non-deductible aisition related costs from our
acquisitions of 100 percent of Criterion and aniéaital 44 percent of DICE.

During fiscal 2003, we successfully prevailed ik T@ourt proceedings with respect to previously-ested deficiencies issued by the Internal
Revenue Service (“IRS”) in conjunction with its &uaf our U.S. income tax returns for fiscal 1998daugh 1996. In addition, the IRS
examined our U.S. income tax returns for fiscalZ18%ough 1999 and has proposed certain adjustmeatisg the fourth quarter of fiscal
2004, we resolved certain of these matters witHR& which lowered our income tax expense by apprately $20 million and resulted in a
2.5 percent rate reduction. However, we have raailved certain other issues identified by the IBiStiiese tax years and are planning to
contest them. In addition, the IRS has commencezkamination of our U.S. income tax returns focdisyears 2000 through 2003. While
ultimate resolution of tax audits involves a degréancertainty, we believe that adequate tax adsruave been provided for any adjustmi
that are expected to result for these years.

The components of the net deferred tax assetsMawh 31, 2005 and 2004 consisted of (in millions)

As of
March 31,
2005 2004
Deferred tax asset
Accruals, reserves and other exper $ 78 $ 57
Tax credit carryforward 42 78
Amortization 23 25
Unrealized loss on marketable equity secur 8 —
Net operating loss carryforwar 1 1
Total 152 161
Valuation allowanct (172) —
Deferred tax asset net of valuation allowa 141 161
Deferred tax liabilities
Depreciatior (26) (32
Other (19 (6)
Total (36) (38)
Net deferred tax ass $ 10¢ $ 12:

As of March 31, 2005, net deferred tax assets 6fifiBlion and $19 million were classified as cuiressets and long-term assets,
respectively. As of March 31, 2004, net deferredassets of $84 million and $41 million were cléisdias current assets and long-term
assets, respectively. In addition, deferred tabiliizes of $2 million were classified as accruedather liabilities as of March 31, 2004.

Of the tax credit carryforwards as of March 31,200e have research and development tax creditfoanrards of approximately $8 million
and $39 million for federal and California purposespectively. The federal tax credit carryforwargires in 2025, while the California tax
credit can be carried forward indefinitely. We alsve foreign tax credit carryforwards of approxietg$4 million that expire from 2011 to
2012, federal alternative minimum tax credit casryfards of approximately $3 million that can berieat forward indefinitely, and Californi
Manufacturers’ Investment Credit carryforwards ppeoximately $2 million that expire from 2008 to120 The state tax credit carryforwards
are valued net of $14 million in federal benefits.

The American Jobs Creation Act of 2004 (the “Jobg" A enacted on October 22, 2004, provides famagorary 85 percent dividends
received deduction on certain foreign earningstregiad in our fiscal 2005 or
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fiscal 2006. The deduction would result in an appnate 5.25 percent federal tax on a portion offthieign earnings repatriated. State, local
and foreign taxes could apply as well. To qualdy this federal tax deduction, the earnings musebe/ested in the United States pursuant to
a domestic reinvestment plan established by owf elxiecutive officer and approved by the Board mé&€&tors. Certain other criteria in the
Jobs Act must be satisfied as well. The maximumuarhof our foreign earnings that we may repatrsatieject to the Jobs Act deduction is
$500 million.

As stated above, we have historically consideratistiibuted earnings of our foreign subsidiariebéandefinitely reinvested and,
accordingly, no U.S. taxes have been provided treras a result of the Jobs Act, we are in the @sswf evaluating whether we will change
our intentions regarding a portion of our foreigmrengs and take advantage of the repatriationigians of the Jobs Act, and if so, the
amount that we would repatriate. We may not takeathge of the new law at all. In addition to naving made a decision to repatriate any
foreign earnings, we are not yet in a positiondouaately determine the impact of a qualifying tejpsion, should we choose to make one, on
our income tax expense for fiscal 2006. If we dedimrepatriate a portion of our foreign earnings,would be required to recognize income
tax expense related to the federal, state, lochfareign taxes that we would incur on the rep&tdaearnings when the decision is made. We
estimate that the reasonably possible amount dhttmme tax expense could be up to $35 million.&kjeect to be in a position to finalize «
analysis no later than February 2006.

(11) STOCKHOLDERS' EQUITY
(a) Preferred Stock

As of March 31, 2005 and 2004, we had 10,000,0@0eshof preferred stock authorized but unissued.rights, preferences, and restrictions
of the preferred stock may be designated by thedBofDirectors without further action by our sthokders.

(b) Tracking Stock

On March 22, 2000, our stockholders authorizeddtigance of a new series of common stock, desidrat€lass B common stock
(“Tracking Stock”). The Tracking Stock was intendedeflect the performance of the EA.com busirseggnent. As a result of the approval
of the Tracking Stock proposal, our existing comrstotk was re-classified as Class A common stodkaas intended to reflect the
performance of the EA Core business segment. Wélauthorization of the Class B common stock, wedferred a portion of our
consolidated assets, liabilities, revenue, expeasdsash flows to EA.com Inc., a wholly-owned sdiasy of Electronic Arts.

In March 2003, we consolidated the operations ofc@f back into our core operations in order togase efficiency, simplify our reporting
structure and more directly integrate our onlintvés into our core console and PC businessa Assult, we eliminated dual class reporting
starting in fiscal 2004. The majority of outstargli@lass B options and warrants not directly heldibyere acquired or converted to comr
stock and warrants.

At our Annual Meeting of Stockholders, held on J28; 2004, our stockholders elected to amend astdteeour Certificate of Incorporation
to consolidate our Class A and Class B common stdoka single class of common stock by reclassgygach outstanding share of Class A
common stock as one share of common stock and donyeach outstanding share of Class B commorkstdo 0.001 share of common
stock. Our stockholders also elected to furtherradvend restate our Certificate of Incorporatiomttrease the authorized common stock f
500 million total shares of Class A and Class B iwmmn stock combined to 1 billion shares of the newdgisolidated single class of common
stock. These amendments were effective on Augudd@4. Prior year Class A common stock has bedasstied to common stock to reflect
these amendments.
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(c) Share Repurchase Progral

On October 18, 2004, our Board of Directors autteatia program to repurchase up to an aggregates6figillion of shares of our common
stock. Pursuant to the authorization, we may rdgase shares of our common stock from time to timtbéeé open market or through privately
negotiated transactions over the course of a tweleath period. During fiscal 2005, we repurchased reetired 805,500 shares of our
common stock for approximately $41 million.

(12) EMPLOYEE BENEFIT AND STOCK -BASED COMPENSATION PLANS
(a) Employee Stock Purchase Pl:

We have an Employee Stock Purchase Plan (“ESPBgr@am, which commenced in September 1991, wheriggiple employees may
authorize payroll deductions of up to 10 percerthefr compensation to purchase shares at 85 pgest#me lower of the fair market value of
the common stock on the date of commencement afffeéng or on the last day of the six-month puash period. A new ESPP program, the
2000 Employee Stock Purchase Plan, was approvétetoard of Directors in May 2000 and commenceflugust 2000. In addition, we
have a stock purchase plan which was adopted wigtookholder approval, the International Emplog$¢eck Purchase Plan, which was
terminated by the Board of Directors in connectidth the amendment of the stockholder-approved Bistussed below as of February
2003.

The International Employee Stock Purchase Planadapted by the Board of Directors in June 1996aandnded in October 1998, February
1999 and February 2002 and is, in all materialeets) identical to the 2000 Employee Stock PurcPédee approved by the stockholders for
U.S. employees. In February 2003, the Board ofddirs approved an amendment to the 2000 Employek turchase Plan to segregate
provisions of the Plan for purchases intended tdifyjuunder Section 423 of the Internal Revenue €0f11986, as amended (the “Code”) for
participants residing in the U.S., from those #at not intended to qualify under Section 423 ef@wde for participants residing outside of
the U.S. Accordingly, we no longer issue commorlstinder the International Employee Stock Purclrdas.

At our Annual Meeting of Stockholders, held on J28; 2004, our stockholders approved an amendroghet2000 Employee Stock
Purchase Plan to increase the number of shareswhon stock reserved for issuance under the ESHARShyillion.

Information related to stock issuances under tpémes is as follows:

Year Ended March 31,

2005 2004 2003
Number of shares issued (in thousar 624 867 698
Range of exercise prices for purchase rights $38.14 to $22.44 to $22.44 to
$51.35 $38.14 $22.87
Estimated weighte-average fair value of purchase rig $13.96 $9.53 $9.78

The fair value above was estimated on the dateasftgising the Black-Scholes option-pricing modsluanptions described in Note 1(o) of
the Notes to Consolidated Financial StatementfAdarch 31, 2005, we had approximately 1.4 millgirares of common stock reserved for
future issuance under the 2000 Employee Stock RaecRlan.

(b)  Stock Option Plan:

Our 2000 Equity Incentive Plan (the “Equity Plaaflows us to grant options to purchase our commacksrestricted stock and restricted
stock units to our employees, officers and directBursuant to the Equity Plan, incentive stockoogtmay be granted to employees and
officers and non-qualified options may be grantedmployees, officers and directors, at not leas 00 percent of the fair market value on
the date of grant.
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At our Annual Meeting of Stockholders, held on J28; 2004, our stockholders approved amendmerttet&quity Plan to (a) increase by
11 million the number of shares of common stockmesd for issuance under the Equity Plan, (b) pleyor the issuance of awards of
restricted stock units, (c) limit the total numloéishares underlying awards of restricted stockrastticted stock units to 3 million,

(d) provide that the exercise price of nonqualifséack options may not be less than 100% of threnfiarket value of a share of common
stock, (e) reduce the size of initial and annuaioppgrants to directors under the Equity Plan, @pduthorize the Compensation Committee
to determine the vesting provisions of options tgdno directors under the Equity Plan.

Our 2000 Class B Equity Incentive Plan (“Class &nj) allowed for the award of stock options or restd stock for up to an aggregate of

6 million shares of Class B common stock. The CEag$an included a provision for automatic opticgangs to our outside directors. In
February 2003, the Board of Directors amended thedB plan to eliminate automatic grants to doectand to preclude any further awards
under the Class B plan. See Note 11 of the Not&twsolidated Financial Statements.

We also have outstanding options to purchase aumumn stock under the following plans, each of witials expired and pursuant to which
no further options may be granted: 1991 Stock @pftan, Celebrity and Artist Stock Option Plan (tisr Plan”), 1995 Stock Option Plan,
and 1993 Directors’ Stock Option Plan (“Expiredrialg. The Artist Plan was adopted by the Board mé&&ors in July 1994 without
stockholder approval. The terms under the ArtiahRiiere substantially similar to the terms of tlygiiEy Plan. We also have outstanding
options under our 1998 Directors’ Stock Option Rldirectors’ Plan”). Although the Directors’ Pldras not yet expired, we intend for all
automatic option grants to directors to be madesuttie Equity Plan. In addition, we have optionsstanding that were granted under the
Criterion Software Limited Approved Share Optiorh&me (the “Criterion Plan”), which we assumed inreection with our 100 percent
acquisition of Criterion.

Options granted under the Equity Plan, the Expitlachs, the Directors’ Plan and the Class B plaregily expire ten years from the date of
grant and are generally exercisable as to 24 peaféhe shares after 12 months, and then the reteain monthly increments over
38 months. All options granted under the Critefdan are exercisable as of March 31, 2005, andekpiJanuary 2012.

At our Annual Meeting of Stockholders, held on J28; 2004, our stockholders elected to amend astdtesour Certificate of Incorporation
to consolidate our Class A and Class B common stidoka single class of common stock by reclassifygach outstanding share of Class A
common stock as one share of common stock and donyeach outstanding share of Class B commorkstdo 0.001 share of common
stock. Similarly each outstanding option to acqaighare of Class B common stock was convertedamiaption to acquire 0.001 shares of
common stock.
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The following summarizes the activity under our eeam stock option plans during the fiscal years dridarch 31, 2005, 2004 and 2003:

(In thousands, except weighted-average exercise)pri

Balance as of April 1, 20C
Granted
Cancelec
Exercisec
Balance as of March 31, 20
(21,563 shares were exercisable at a wei-average price of $16.1
Granted
Cancelec
Exercisec

Balance as of March 31, 20

(18,477 shares were exercisable at a wei-average price of $20.2

Granted and Assume(d)
Cancelec
Exercisec

Balance as of March 31, 20

(19,100 shares were exercisable at a wei-average price of $24.5.

Options available for grant as of March 31, 2

(M We assumed 128,000 stock options as part of owisitiqn of 100 percent of Criterio
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Options Outstanding

Number
of Shares

45,63
13,79:
(2,129)
(9,339
47,95¢

9,18:
(1,369)

(12,229
43,55:

9,091
(2,427)

(9,271)
40,95:

12,747

Weighted-

$

Average
Exercise
Price

17.7¢
30.4¢
23.62

12.4¢

22.1¢

45.3¢
28.71

17.1C

$

28.31]

58.8¢
35.1¢
23.2¢
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The following summarizes the activity under our€3l& plan during the fiscal years ended March 80522004 and 2003:
(In thousands, except weighted-average exercise)pri

Options Outstanding

Weighted-
Average
Number Exercise
of Shares Price
Balance as of April 1, 20C 4,161 $ 10.0¢
Granted 15 9.0C
Cancelec (2,059 9.8¢
Exercisec — 9.0(
Balance as of March 31, 20 2,122 10.3(C
(1,470,855 shares were exercisable at a wei-average price of $10.0.
Cancelec (2,089 10.3¢
Balance as of March 31, 20 35 9.11
Cancelec (35 9.11
Balance as of March 31, 20 — $ —
Options available for grant as of March 31, 2 —
Additional information regarding options outstargifior common stock as of March 31, 2005 is as Vaslo
(In thousands, except exercise prices)
Options Outstanding Options Exercisable
Weighted-
Average Weighted- Weighted-
Remaining Average Average
Range of Number Contractual Exercise Potential Number Exercise Potential
Exercise Prices of Shares Life Price Dilution of Shares Price Dilution
$1.61-$14.9¢ 5,281 3.3t $ 11.2¢ 1.7% 5,26¢ $ 11.2¢ 1.7%
14.95-23.27 4,16( 6.1€ 22.2t 1.3% 3,422 22.1( 1.1%
23.2¢-27.1¢ 4,16t 6.2z 25.3¢ 1.3% 3,35¢ 25.2( 1.1%
27.2(-30.82 5,012 6.91 29.5¢ 1.6% 2,531 29.2¢ 0.8%
30.8:-31.32 5,341 7.5 31.31 1.7% 1,79¢ 31.31 0.6%
31.3:-45.5¢ 4,24¢ 8.3¢ 40.6¢ 1.4% 1,40¢ 38.9¢ 0.5%
45.6(-48.7¢ 4,342 8.7: 48.4: 1.4% 1,09¢ 48.6: 0.4%
48.8(-64.8¢ 3,07z 9.4z 53.5¢ 1.0% 231 50.47 0.1%
64.8¢-65.9: 5,33¢ 9.9: 64.9¢ 1.7% — — 0.0%
$1.61-$65.9: 40,95: 7.31 $ 35.82 13.2% 19,10( $ 24.5¢ 6.2%

Potential dilution is computed by dividing the apts in the related range of exercise prices byliaees of common stock issued and
outstanding as of March 31, 2005 (310 million searéhe weighted-average estimated fair valuearfksoptions granted during fiscal years
2005, 2004 and 2003 was $17.70, $16.22 and $1&6dectively. The fair value was estimated on #ie df grant using the Black-Scholes
option-pricing model assumptions described in Ngt® of the Notes to Consolidated Financial Statee
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The 40,952 thousand options outstanding have vested! vest approximately as follows (in thousaid

2005 and
Prior 2006 2007 2008 2009 _ Total
Number of option: 19,10( 10,47¢ 6,587 _4,60z 18¢€ _40,95:

(c) 401(k) Plan
We have a 401(k) Plan covering substantially athaf U.S. employees. The 401(k) Plan permits undke discretionary contributions to
employees’ accounts based on our financial perfnomaWe contributed $4 million, $5 million and $8lion to the 401(k) Plan in fiscal
2005, 2004 and 2003, respectively.
(13) INTEREST AND OTHER INCOME, NET
Interest and other income, net for the years enkaadth 31, 2005, 2004 and 2003 consisted of (iniomd):

Year Ended March 31,

2005 2004 2003

Interest income, ne $ 45 $ 29 $ 21
Net gain (loss) on foreign currency assets andlilials (23 44 22
Net gain (loss) on foreign currency forward conts: 25 (50) (30
Ineffective portion of hedgin (1) 2 —
Impairment of investment in affiliate — — (12)
Other income (expense), r 10 — 3

Interest and other income, r $ 56 $ 21 $ 5

(14) COMPREHENSIVE INCOME

SFAS No. 130;Reporting Comprehensive Incometequires classification of comprehensive incoma financial statement and display of
accumulated other comprehensive income separatatyietained earnings and additional paid-in capitecumulated other comprehensive
income (loss) primarily includes foreign currencarislation adjustments, and the net of tax amdontsnrealized gains (losses) on
investments and unrealized gains (losses) on di@g& Foreign currency translation adjustmentsnateadjusted for income taxes as they
relate to indefinite investments in non-U.S. sulasids.

The change in the components of accumulated otimprehensive income, net of tax, is summarizedk®is (in millions):

Unrealized Accumulated

Foreign Gains Other
Currency (Losses) on Comprehensive

Translation Investments, Income

Adjustment Net (Loss)
Balance as of March 31, 20 $ (14) $ @) $ (15)
Other comprehensive incor 15 2 17
Balance as of March 31, 20 1 1 2
Other comprehensive income (lo 19 (1 18
Balance as of March 31, 20 20 — 20
Other comprehensive incor 10 26 36
Balance as of March 31, 20 $ 30 $ 26 $ 56
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The change in unrealized gains (losses) on invegsneet are shown net of taxes of $1 million ithiftscal years 2005 and 2003. The chz
in unrealized gains on investments, net for fi&04 was not material. In each of the last thresjeactivity related to derivatives has not
been material.

(15) NET INCOME (LOSS) PER SHARE

The following table summarizes the computationbadic earnings per share (“Basic EPS”) and dilettings per share (“Diluted EPS”).
Basic EPS is computed as net income divided bwiighted-average number of common shares outstgfigiirthe period. Diluted EPS
reflects the potential dilution that could occwrfr common shares issuable through stock-based ecmafpen plans including stock options,
restricted stock awards, warrants and other coifegecurities using the treasury stock methotedii’e August 2, 2004, each outstanding
share of Class A common stock was reclassifiechasbare of common stock and prior year Class Ancomstock has been reclassified to
reflect these amendments. See Note 11 in the Nmi@ensolidated Financial Statements.

Year Ended March 31
(In millions, except per share amour 2005 2004

Net income $ 504 $ 577

Shares used to compute net income per s

Weighte-average common stock outstand— basic 30t 29t
Dilutive common stock equivalen 13 13
Weighte-average common stock outstand— diluted 31¢ 30¢

Net income per shar

Basic $ 1.6t $ 1.9t
Diluted $ 1.5¢ $ 1.87
Year Ended March 31, 2003
Common Common Class B
Stock — Stock — Common
Basic Diluted Stock
(In millions, except per share amounts)
Net income (loss) before retained interest in EAu $ 474 $ 317 $ (159
Net loss related to retained interest in EA.c (145 — 14t
Net income (loss $ 32¢ $ 317 $ 12)
Shares used to compute net income (loss) per ¢
Weightec-average common stock outstand— basic 282 282 4
Dilutive common stock equivalen — 11 —
Weighte-average common shares outstan— diluted 282 293 4
Net income (loss) per shal
Basic $ 117 N/A $ (2.7
Diluted N/A $ 1.0¢ $ (2.7

Excluded from the above computation of weightedrage common stock for Diluted EPS for the fiscalrgeended March 31, 2005, 2004
and 2003 were options to purchase 1 million, 3iariland 6 million shares of common stock, respetyivas the options’ exercise price was
greater than the average market price of the constauk. For fiscal 2005, 2004 and 2003, the weid{atecrage exercise price of these
options was $63.63, $47.19 and $31.16 per shapectvely.
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Due to our fiscal 2003 restructuring related to &M, (see Note 6 of the Notes to Consolidated EiahStatements), Class B net income per
share reporting is no longer required. The DillE®S calculation for common stock, presented abow2d03, included the potential dilution
from the conversion of Class B common stock to camistock in the event that an initial public offeyifor Class B common stock did not
occur. Net income used for the calculation of EWEPS for common stock was $317 million for tisedi year ended March 31, 2003. This
net income included the remaining interest in EAndd 00 percent of EA.com losses) which was direatfsibutable to outstanding Class B
shares owned by third parties, which would havenlieeluded in the common stock EPS calculatiohaévent that an initial public offering
for Class B common stock did not occur.

Due to the net loss attributable for the year erdadch 31, 2003 on a diluted basis to Class B Stolders, all stock options have been
excluded from the Diluted EPS calculation as theglusion would have been antidilutive. Had nebime been reported for this period, an
additional 1 million shares would have been addediltited potential common stock for Class B comrstatk for the year ended March 31,
2003.

(16) RELATED PARTY TRANSACTIONS

On June 24, 2002, we hired Warren Jenson as oef Eimancial and Administrative Officer and agreedoan him $4,000,000, to be
forgiven over four years based on his continuingleyment. The loan does not bear interest. On 2dn2004, pursuant to the terms of the
loan agreement, we forgave two million dollarstaf toan and provided Mr. Jenson approximately #iléon to offset the tax implications
of the forgiveness. As of March 31, 2005, the remmg outstanding loan balance was $2,000,000, whitttbe forgiven on June 24, 2006,
provided that Mr. Jenson has not voluntarily res@jhis employment with us or been terminated fosegrior to that time. No additional
funds will be provided to offset the tax implicat®of the forgiveness of the remaining two millawllars.

In April 2002, we agreed to pay certain taxes inediby Bruce McMillan, Executive Vice PresidentoGp Studio Head of EA Canada,
arising from his temporary employment with us ia thnited Kingdom. Mr. McMillan agreed to reimbursefor those payments upon receipt
of his corresponding tax refund from the Canadéing authorities. We subsequently paid approxiim&#68,704 and $32,931 in October
2002 and April 2003, respectively, to the UK InlaRevenue for taxes incurred by Mr. McMillan. In M2§03, Mr. McMillan became an
executive officer of Electronic Arts. As of Janu@%, 2004, Mr. McMillan had repaid us the entirecaimt of the tax payments we made on
his behalf.

(17) SEGMENT INFORMATION

SFAS No. 131;Disclosures About Segments of an Enterprise andt®é Information”, establishes standards for the reporting by public
business enterprises of information about prodnes| geographic areas and major customers. Theoché&r determining what information

to report is based on the way that management @m&mour operating segments for making operatidaeaisions and assessments of financial
performance.

Our chief operating decision maker is considereoetour Chief Executive Officer (“CEO"The CEO reviews financial information presel
on a consolidated basis accompanied by disaggegdtemation about revenue by geographic regiahtanproduct lines for purposes of
making operating decisions and assessing finapeidibrmance.

In fiscal 2003, we operated and reviewed our bissiie two business segments:
« EA Core business segment: creation, marketing &tdliition of entertainment softwal

« EA.com business segment: creation, marketing astdlalition of entertainment software which can keyed or sold online, ongoing
management of subscriptions of online games andsiteladvertising

In March 2003, we consolidated the operations effA.com business segment into our core businessdffsider online functionality to be
integral to our existing and future products. Adingly, beginning April 1,
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2003, we no longer manage our online products endces as a separate business segment, and haalidated our reporting related to
online products and services into our reportingttieroverall development and publication of ouregaroducts for all reporting periods end
after that date. We believe that this better rédléloe way in which the CEO reviews and manage®osiness and reflects the importance of
the online products and services relative to teeatour business. Concurrently, we also elimidaeparate reporting for Class B common
stock for all reporting periods ending after Afdrjl2003.

Our view and reporting of business segments maggehdue to changes in the underlying business éaxtircumstances and the evolution
of our reporting to our CEO.

Information about our total net revenue by proding for the fiscal years ended March 31, 2005,£280d 2003 is presented below (in

millions):

Year Ended March 31,

2005 2004 2003
Consoles
PlayStation Z $ 1,33( $ 1,31¢ $ 911
Xbox 51€ 384 21¢
Nintendo GameCuk 21z 20C 177
Other console 10 30 10C
Total Console: 2,06¢ 1,92¢ 1,407
PC 531 47C 49¢
Mobility
Game Boy Advanc 76 77 79
Nintendo DS 23 — —
PSP 18 — —
Game Boy Colo 1 1 26
Total Mobility 11¢ 78 10t
Cce-publishing and Distributio 28¢ 39¢ 37€
Internet Services, Licensing and Ot
Subscription Service 55 49 45
Licensing, Advertising and Oth: 74 33 50
Total Internet Services, Licensing and Ot 12¢ 82 95
Total Net Revenu $ 3,12¢ $ 2,957 $ 2,487
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Information about our operations in North AmeriEarope and Asia Pacific for the fiscal years endlliatich 31, 2005, 2004 and 2003 is
presented below (in millions):

North Asia
America Europe Pacific Total

Year ended March 31, 20!

Net revenue from unaffiliated custom $ 1,66F $ 1,28¢ $ 18C $ 3,12¢
Interest income, ne 37 8 — 45
Depreciation and amortizatic 47 25 3 75
Total asset 2,88: 1,404 83 4,37(
Capital expenditure 107 13 6 12¢€
Long-lived asset: 314 21¢ 10 542
Year ended March 31, 20!

Net revenue from unaffiliated custom $ 1,61C $ 1,18( $ 167 $ 2,957
Interest income, ne 25 4 — 29
Depreciation and amortizatic 52 24 2 78
Total asset 2,45¢ 927 82 3,46¢
Capital expenditure 70 16 4 90
Long-lived asset: 25¢ 142 6 40¢
Year ended March 31, 20!

Net revenue from unaffiliated custom $ 1,43¢ $ 87¢ $ 167 $ 2,482
Interest income, ne 19 2 — 21
Depreciation and amortizatic 76 14 2 92
Total asset 1,83: 54k& 51 2,42¢
Capital expenditure 48 10 1 59
Long-lived asset: 231 13t 4 37C

Our direct sales to Wal-Mart Stores, Inc. represg@ipproximately 14 percent of total net revenuiéstal 2005, approximately 13 percent of
total net revenue in 2004, and approximately 12qmrof total net revenue in fiscal 2003.
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(18) QUARTERLY FINANCIAL AND MARKET INFORMATION (U NAUDITED)

Quarter Ended

Year
June 30 Sept. 30 Dec. 31 March 31 Ended
(In millions, except per share data)
Fiscal 2005 Consolidate
Net revenue $ 43z $ 71€ $ 1,42¢ $ 558 $3,12¢
Gross Profit 25F 432 92t 32C 1,93
Operating incom: 25 12t 51¢ — 66¢
Net income 24 97 37E@ 8(b) 504
Common Stocl
Net income per sha— basic $ 0.0¢ $ 0.3 $ 1.2t $ 0.0z $ 1.6t
Net income per sha— diluted $ 0.0¢ $ 0.31 $ 1.1¢ $ 0.0z $ 1.5¢
Common stock price per she
High $ 55.9] $ 55.01 $ 62.8¢ $ 71.1¢€ $71.1¢
Low $ 47.4% $ 45.52 $ 43.3¢ $ 54.52 $43.3¢
Fiscal 2004 Consolidate
Net revenue $ 358 $ 53C $ 1,47¢ $ 59¢ $2,957
Gross Profit 20z 31€ 962 373 1,854
Operating incom: 22 10z 55¢ 94 77€
Net income 18 770 39z 90@) 577
Common Stocl
Net income per sha— basic $ 0.0€ $ 0.2¢ $ 1.3 $ 0.3C $ 1.9t
Net income per sha— diluted $ 0.0¢€ $ 0.2F $ 1.2¢ $ 0.2¢ $ 1.87
Common stock price per she
High $ 39.7( $ 48.5( $ 52.8¢ $ 52.1¢ $52.8¢
Low $ 28.1( $ 36.5¢ $ 40.6( $ 43.4: $28.1(

@ Net income includes amortization of intangiblesafmillion, acquired i-process technology of $9 million and employee Istoesed
compensation of $3 million, all net of taxes, aldnillion of non-deductible acquisition related tofom our 100 percent acquisition of
Criterion.

®) Net income includes amortization of intangible$afmillion, acquired i-process technology of $4 million restructuring igfes of
$1 million, employee stock-based compensation ahdtlon, $15 million for certain litigation expeas and a bonus reversal of
$18 million, all net of taxes

© Net income includes amortization of intangible$fmillion, net of taxes
@ Net income includes restructuring charges of $@ionil net of taxes and a reversal of previouslyraed income taxes of $20 millio

Our common stock is traded on the Nasdaqg Natioraakht under the symbol ERTS. The prices for themomstock in the table above
represent the high and low sales prices as reporteéde Nasdaqg National Market.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Electronic Arts Inc.:

We have audited the accompanying consolidated balsimeets of Electronic Arts Inc. and subsidiaagesf March 26, 2005 and March 27,
2004, and the related consolidated statementsarhtipns, stockholders equity and comprehensiveniie; and cash flows for each of the
years in the thre-year period ended March 26, 2005. In connectidh wiir audits of the consolidated financial statetaewe have also
audited the accompanying financial statement sdeedhese consolidated financial statements arahéiial statement schedule are the
responsibility of the Company’s management. Oupeesibility is to express an opinion on these ctidated financial statements based on
our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the financial position of Electrc
Arts Inc. and subsidiaries as of March 26, 2005 adch 27, 2004, and the results of their operatiamd their cash flows for each of the
years in the thre-year period ended March 26, 2005, in conformitynvidtS. generally accepted accounting principlesoAh our opinion, tr
related financial statement schedule, when consitlier relation to the basic consolidated finanstatements taken as a whole, presents f
in all material respects, the information set fdatrein.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the effectiveness
of Electronic Arts Inc.’s internal control over éincial reporting as of March 26, 2005, based deriai established in Internal Control —
Integrated Framework issued by the Committee ohSpng Organizations of the Treadway CommissioB$0), and our report dated
June 3, 2005 expressed an unqualified opinion amagement’s assessment of, and the effective operatj internal control over financial
reporting.

KPMG LLP

San Francisco, California
June 3, 2005
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Electronic Arts Inc.:

We have audited management’s assessment, inclonded accompanying “Management’s Report on Inte@ualtrol over Financial
Reporting”, that Electronic Arts Inc. maintainedieetive internal control over financial reporting @af March 26, 2005, based on criteria
established in Internal Control — Integrated Framewssued by the Committee of Sponsoring Orgaitratof the Treadway Commission
(COSO0). Electronic Arts Inc.’s management is resfida for maintaining effective internal controlenfinancial reporting and for its
assessment of the effectiveness of internal cootret financial reporting. Our responsibility iségpress an opinion on management’s
assessment and an opinion on the effectivenes& @dmpany'’s internal control over financial repagtbased on our audit.

We conducted our audit in accordance with the stadwdof the Public Company Accounting Oversighti8dé@/nited States). Those stande
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordvar financial reporting, evaluating
management’s assessment, testing and evaluatirtpiign and operating effectiveness of internatrobrand performing such other
procedures as we considered necessary in the dtanoes. We believe that our audit provides a redse basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablessesuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttiegenerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @jge reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygsats that could have a material effect on thenGiizd statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, management’s assessment that BlactArts Inc. maintained effective internal comtwoer financial reporting as of

March 26, 2005, is fairly stated, in all materi@spects, based on criteria established in Int€oatrol —Integrated Framework issued by
Committee of Sponsoring Organizations of the Tremgd@ommission (COSO). Also, in our opinion, ElenimArts Inc. maintained, in all
material respects, effective internal control dirgaincial reporting as of March 26, 2005, basecdatieria established in Internal Control —
Integrated Framework issued by the Committee ohSpiing Organizations of the Treadway CommissioD$0).

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the consolidated
balance sheets of Electronic Arts Inc. and subdetiaas of March 26, 2005 and March 27, 2004, bad¢lated consolidated statements of
operations, stockholders equity and other compigfienncome, and cash flows for each of the yeathe threerear period ended March 2
2005, and the financial statement schedule andepart dated June 3, 2005 expressed an unquatifiedon on those consolidated financial
statements.

KPMG LLP

San Francisco, California
June 3, 2005
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Iltem 9:  Changes in and Disagreements with Accountants orcégnting and Financial Disclosure

None.

Item 9A: Controls and Procedure
Definition and Limitations of Disclosure Controls

Our disclosure controls and procedures (as defim&ulles 13a-15(e) and 18d{e) under the Exchange Act are controls and qttaredure:
that are designed to ensure that information requio be disclosed in our reports filed under tkehange Act, such as this report, is
recorded, processed, summarized and reported vithitime periods specified in the SEC’s rules famohs. Disclosure controls and
procedures are also designed to ensure that sfarmattion is accumulated and communicated to ouragament, including the Chief
Executive Officer and Executive Vice President,etlfiinancial and Administrative Officer, as appiiap# to allow timely decisions regardi
required disclosure. Our management evaluates ttegsols and procedures on an ongoing basis.

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

Evaluation of Disclosure Controls and Procedures

Our Chief Executive Officer and Executive Vice Rdest, Chief Financial and Administrative Officaffter evaluating the effectiveness of
disclosure controls and procedures, believe thaf &tee end of the period covered by this repait,disclosure controls and procedures were
effective in providing the requisite reasonablaugasce that material information required to beldsed in the reports that we file or submit
under the Exchange Act is recorded, processed, suized and reported within the time periods spedifn the SEG rules and forms, and
accumulated and communicated to our managemehigding our Chief Executive Officer and Executivec¥iPresident, Chief Financial and
Administrative Officer, as appropriate to allow & decisions regarding the required disclosure.

Management’s Report on Internal Control over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting, as defined in Rules 13a-15
(f) and 15d-15(f) under the Securities Exchanged&d934, as amended (the “Exchange Act”).

Our internal control over financial reporting issiignhed to provide reasonable, but not absoluterasse regarding the reliability of financial
reporting and the preparation of financial statetsi@naccordance with generally accepted accoumtiimgiples. There are inherent
limitations to the effectiveness of any systemndéinal control over financial reporting. Theseitations include the possibility of human
error, the circumvention or overriding of the systand reasonable resource constraints. Becauteioherent limitations, our internal cont
over financial reporting may not prevent or detaistatements. Projections of any evaluation afatffeness to future periods are subject to
the risks that controls may become inadequate Beocafuchanges in conditions, or that the degremwipliance with our policies or
procedures may deteriorate.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of tel@f our most recently completed fiscal
year. In making this assessment, our managemedthseriteria set forth ilnternal Control-Integrated Frameworkssued by the

Committee of Sponsoring Organizations of the Tremd@ommission (COSO). Based on this assessmentanagement believes that, as of
the end of our most recently completed fiscal year,internal control over financial reporting weféective.
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KPMG LLP, our independent registered public accimgntirm, has issued an attestation report on mamat's assessment of our internal
control over financial reporting. That report apsean page 99.
Changes in Internal Controls

In preparation for management’s report on intecaaltrol over financial reporting, we documented sesled the design and operating
effectiveness of our internal control over finahegporting. In connection with these efforts, weplemented a number of enhancements to
our internal control over financial reporting dgithe quarter ended March 31, 2005, including iased restrictions on access to our
information technology systems and the documentatiod augmentation of existing policies and prooesiu

Item 9B:  Other Information

None.
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PART 1lI

Iltem 10:  Directors and Executive Officers of the Registrs

The information regarding directors who are normaddbr election required by Item 10 is incorporatedein by reference to the information
in our definitive Proxy Statement for the 2005 AahiMeeting of Stockholders (the “Proxy Statementiyler the caption “Proposal No. 1 —
Election of Directors”. The information regardingeeutive officers required by Item 10 is includedtem 1 of this report. The information
regarding Section 16 compliance is incorporate@ihdsy reference to the information in the Proxgt&ment under the captioBéction 16(a
Beneficial Ownership Reporting Compliance”.

The information required by Item 10 regarding ololial Code of Conduct (which includes code of etlioovisions applicable to our
directors, principal executive officer, principatdncial officer, principal accounting officer, anther senior financial officers) appears in
Item 1 of this Form 10-K under the caption “Inveditformation”.

ltem 11:  Executive Compensatio

The information required by Item 11 is incorporakesiein by reference to the information in the Br8xatement under the caption
“Compensation of Executive Officers” specificallyobuding the “Compensation Committee Report on Exge Compensation”.

ltem 12:  Security Ownership of Certain Beneficial Owners ainagement and Related Stockholder Mattt

The information required by Item 12 is incorporakesiein by reference to the information in the Br8tatement under the captions
“Principal Stockholders” and “Equity CompensatidarPInformation”.

Item 13:  Certain Relationships and Related Transactio

The information required by Item 13 is incorporakeiein by reference to the information in the Rr8katement under the caption “Certain
Transactions”.

ltem 14:  Principal Accounting Fees and Service

The information required by Item 14 is incorporakesiein by reference to the information in the Br8tatement under the caption “Fees of
Independent Auditors”.

PART IV

Item 15:  Exhibits, Financial Statement Schedule.

(a) Documents filed as part of this report

1. Financial Statements: See Index to Consolidateancial Statements under Item 8 on Page 59 sféport.
2. Financial Statement Schedule: See SchedulePage 107 of this report.

3. Exhibits: The following exhibits (other than ébsits 32.1 and 32.2, which are furnished with tt@gort) are filed as part of, or incorporated
by reference into, this report:

Number Exhibit Title
3.01 Amended and Restated Certificate of IncorporatibBlectronic Arts Inc.(1
3.02 Amended and Restated Bylaws.
4.01 Specimen Certificate of Registr’s Common Stock.(:
10.01 Registrar’s Directors Stock Option Plan and related documgh4)
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Number Exhibit Title

10.02 Registrar’s 1998 Director Stock Option Plan and related documents, as ameij&dl

10.03 Registrar’s 1991 Stock Option Plan and related documentmasded.(*)(5

10.04 Registrar’'s 2000 Equity Incentive Plan as amended, and cetideuments.(*)(6

10.05 Registrar’'s 2000 Employee Stock Purchase Plan as amendetglateti documents.(

10.06 Criterion Software Group Limited Approved Share iOptScheme and related documents.(*

10.07 Form of Indemnity Agreement with Directors.(*)(1

10.08 Description of Registra’s FY 2006 Executive Bonus Plan.i

10.09 Agreement for Lease between Flatirons Funding, mdPElectronic Arts Redwood, Inc. dated FebruarylB95.
8

10.10 Guarantee from Electronic Arts Inc. to Flatirons#ing, LP dated February 14, 1995.

10.11 Amended and Restated Guaranty from Electronic ldsto Flatirons Funding, LP dated March 7, 199y

10.12 Amended and Restated Agreement for Lease betwedinofls Funding, LP and Electronic Arts Redwood Inc
dated March 7,1997.(¢

10.13 Amendment No. 1 to Lease Agreement between Eldctims Redwood Inc. and Flatirons Funding, LP date
March 7, 1997.(9

10.14 Lease Agreement by and between Registrant and iblei€ommerce Realty Corporation, dated April 299.
(10)

10.15 Option agreement, agreement of purchase and saleeszrow instructions for Zones 2 and 4, Electréuts
Business Park, Redwood Shores California, dated 8pt999.(10)

10.16 Master Lease and Deed of Trust by and between Ragiisand Selco Service Corporation, dated Dece®ber
2000.(12)

10.17 Amendment No. 1 to Amended and Restated Creditékgemt by and among Flatirons Funding LP and The Dai
Ichi Kangyo Bank, Limited, New York Branch, dateelfuary 21, 2001.(1:

10.18 Amendment No. 2 to Lease Agreement by and betwéssirBnic Arts Redwood, Inc. and Flatirons FundibB,
dated July 16, 2001.(1

10.19 Participation Agreement among Electronic Arts Red#dnc., Electronic Arts Inc., Flatirons Funding?, Selco

Service Corporation and Selco Redwood, LLC, Vict@sceivables Corporation, The Bank of Tokyo-Mitsti
Ltd., various Liquidity Banks and Tranche Banks &m®ybank National Association dated July 16, 2004).

10.20 Offer Letter for Employment at Electronic Arts Ino.Warren Jenson, dated June 21, 2002.(*)

10.21 Full Recourse Promissory Note between Electronts Arc. and Warren Jenson, dated July 19, 2002
10.22 Full Recourse Promissory Note between Electronts Arc. and Warren Jenson, dated July 19, 2002
10.23 Participation Agreement among Electronic Arts Red#dnc., Electronic Arts, Inc., Selco Service Gargdion,

Victory Receivables Corporation, The Bank of TokMdsubishi, Ltd., various Liquidity Banks and Keyila
National Association, dated December 6, 2000.

10.24 Lease Agreement by and between Registrant and &ritre dated October 7, 2002.(;

10.25 Lease Agreement by and between Playa Vista-Watdge H.LC and Electronic Arts Inc., dated July 30032.
(18)

10.26 Agreement Re: Right of First Offer to Purchase @ption to Purchase by and between Playa Vista-Wddge,
LLC and Electronic Arts Inc., dated July 31, 20a8)

10.27 Profit Participation Agreement by and between PMigta-Waters Edge, LLC and Electronic Arts Inatet
July 31, 2003.(18

10.28 Sublease Agreement by and between Electronic Adsand Playa Capital Company, LLC, dated July28D3.
(18)
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Number Exhibit Title

10.29 Licensed Publisher Agreement by and between EASaimy Computer Entertainment America Inc. datedfas o
April 1, 2000.(**)(19)

10.30 Amending Agreement among Ontrea Inc. (the “LandlprElectronic Arts (Canada), Inc. (the “Tenantnd
Electronic Arts Inc. (th“Indemnifiel”), dated October 30, 2003.(

10.31 First Amendment of Lease between Louisville Commadrealty Corporation and Electronic Arts Inc., date
February 23, 2004.(11

10.32 Lease agreement between ASP WT, L.L.C. and TibEmertainment, Inc. for space at Summit Park ledat
June 15, 2004.(z

10.33 First Amendment to lease agreement by and betwkegra Rista — Water’s Edge, LLC and Electronic Alrs.,
entered into April 19, 2004.(:

10.34 Electronic Arts Deferred Compensation Plan.(*)

10.35 Electronic Arts Executive Lor-Term Disability Plan.(*]

21.01 Subsidiaries of the Registral

23.01 Consent of KPMG LLP, Independent Registered Puldicounting Firm.

311 Certification of Chairman and Chief Executive Offiursuant to Rule 13a-14(a) of the Exchange @sct,
adopted pursuant to Section 302 of the Sart-Oxley Act of 2002

31.2 Certification of Executive Vice President, Chieh&ncial and Administrative Officer pursuant to Rlia-14(a)

of the Exchange Act, as adopted pursuant to Se8@rof the Sarban-Oxley Act of 2002
Additional exhibits furnished with this repo

321 Certification of Chairman and Chief Executive O#figoursuant to Rule 13a-14(b) of the Exchange Adt a
18 U.S.C. Section 1350, as adopted pursuant taoBea®6 of the Sarban-Oxley Act of 2002

32.2 Certification of Executive Vice President, Chieh&ncial and Administrative Officer pursuant to RliBa-14(b)
of the Exchange Act and 18 U.S.C. Section 135@dapted pursuant to Section 906 of the Sarbanesy@dt
of 2002.

(*)
(%)
1)
(@)
©)
(4)
(%)
(6)
(7)

(8)
(9)

Management contract or compensatory plan or arraage

Portions of this exhibit have been redacted purtsizaa confidential treatment request filed witk BEC.

Incorporated by reference to exhibits filed withgidéran’s Quarterly Report on Form -Q for the quarter ended September 30, 2
Incorporated by reference to exhibits filed withgidgran’s Quarterly Report on Form -Q for the quarter ended June 30, 2(

Incorporated by reference to exhibits fileith Registrant’s Registration Statement on Fordh, 8led March 3, 1994 (File No. 33-
75892).

Incorporated by reference to exhibits fileth Amendment No. 2 to Registrant’s Registratidat&ment on Form S-8, filed
November 6, 1991 (File No. -32616).

Incorporated by reference to exhibits fileith Registrant’s Registration Statement on For®, 8led July 30, 1999 (File No. 333-
84215).

Incorporated by reference to exhibits fileith Registrant’s Registration Statement on For®, 8led August 6, 2004 (File No. 333-
117990).

Incorporated by reference to exhibits fileth Registrant’s Registration Statement on For®, 8ted November 5, 2004 (File No. 333-

120256).
Incorporated by reference to exhibits filed withgis¢ran’s Annual Report on Form -K for the year ended March 31, 19!
Incorporated by reference to exhibits filed withgiséran’s Annual Report on Form -K for the year ended March 31, 19!
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(10)
(11)
(12)
(13)
(14)
(15)
(16)
(17)
(18)
(19)

Incorporated by reference to exhibits filed withgiséran’s Annual Report on Form -K for the year ended March 31, 19!
Incorporated by reference to exhibits filed withgiséran’s Annual Report on Form -K for the year ended March 31, 20t
Incorporated by reference to exhibits filed withgiséran’s Quarterly Report on Form -Q for the quarter ended December 31, 2!
Incorporated by reference to exhibits filed withgis¢ran’s Annual Report on Form -K for the year ended March 31, 20t
Incorporated by reference to exhibits filed withgis¢ran’s Annual Report on Form -K for the year ended March 31, 20t
Incorporated by reference to exhibits filed withgiséran’s Quarterly Report on Form -Q for the quarter ended June 30, 2(
Incorporated by reference to exhibits filed withgiséran’s Quarterly Report on Form -Q for the quarter ended December 31, 2!
Incorporated by reference to exhibits filed withgiséran’s Annual Report on Form -K for the year ended March 31, 20t
Incorporated by reference to exhibits filed withgiséran’s Quarterly Report on Form -Q for the quarter ended September 30, z

Incorporated by reference to exhibits fieith Amendment No. 2 to Registrant’s Registrat@tatement on Form S-3, filed
November 12, 2003 (File No. 3-102797).
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SIGNATURES

Pursuant to the requirements of the Section 13()lof the Securities Exchange Act of 1934, thgiReant has duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

ELECTRONIC ARTS INC.

By: /s/ Lawrence F. Probst |

Lawrence F. Probst Il
Chairman of the Board ar
Chief Executive Office

Date: June 7, 20C

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons, on behalf of
the Registrant in the capacities indicated ancheri7th of June 2005.

Name Title

/s/ Lawrence F. Probst Ill Chairman of the Board
and Chief Executive Officer

Lawrence F. Probst |

/s/ Warren C. Jenson Executive Vice President, Chief
Financial and Administrative Officer

Warren C. Jensc

/sl Kenneth A. Barker Vice President and
Chief Accounting Officer
Kenneth A. Barker o : :
(Principal Accounting Officer

Directors:

/sl M. Richard Asher Director
M. Richard Ashe

/s! William J. Byron Director
William J. Byron

/s/ Leonard S. Coleman Director
Leonard S. Colema

/sl Gary M. Kusin Director
Gary M. Kusin
/sl Gregory B. Maffei Director

Gregory B. Maffei

/sl Timothy Mott Director
Timothy Mott

/s/ Robert W. Pittman Director
Robert W. Pittmal

/s/ Linda J. Srere Director
Linda J. Srert
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
SCHEDULE II
VALUATION AND QUALIFYING ACCOUNTS
Years Ended March 31, 2005, 2004 and 2003

(In millions)
Balance at Charged to Charged to Balance at
Allowance for Doubtful Accounts, Beginning Costs and Other End of
Price Protection and Returns of Period Expenses Accounts @) Deductions Period
Year Ended March 31, 20( $ 15E $ 471 $ 7 $ 471 $ 162
Year Ended March 31, 20( $ 16t $ 29¢ $ 14 $ 323 $ 15E
Year Ended March 31, 20( $ 11€ $ 31¢ $ 10 $ 28C $ 16E

@ Primarily the translation effect of using the eagee exchange rate for expense items and theeyed exchange rate for the balance ¢
item (allowance account) and other reclassificatidjustments
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ELECTRONIC ARTS INC.
2005 FORM 10-K ANNUAL REPORT

EXHIBIT INDEX
Exhibit
Number Exhibit Title
10.05 Registrar’'s 2000 Employee Stock Purchase Plan as amendedklatetl document
10.08 Description of Registra’s FY 2006 Executive Officer Bonus Pl
10.35 Electronic Arts Executive Lor-Term Disability Plan
21.01 Subsidiaries of the Registral
23.01 Consent of KPMG LLP, Independent Registered Puldicounting Firm.
311 Certification of Chairman and Chief Executive Ofiqursuant to Rule 13a-14(a) of the Exchange @scgdopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002
31.2 Certification of Executive Vice President, Chieh&ncial and Administrative Officer pursuant to RlBa-14(a) of the

Exchange Act, as adopted pursuant to Section 3@&dbarban«-Oxley Act of 2002

ADDITIONAL EXHIBITS ACCOMPANYING THIS REPORT:

321

32.2

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

Certification of Executive Vice President, Chieh&ncial and Administrative Officer pursuant to RlBa-14(b) of the
Exchange Act and 18 U.S.C. Section 1350, as adqpteiant to Section 906 of the Sarbi-Oxley Act of 2002
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Exhibit 10.05

ELECTRONIC ARTS INC.

2000 EMPLOYEE STOCK PURCHASE PLAN

As Adopted by the Board of Directors on May 25, 20D
As Approved by the Stockholders on July 27, 2000
As amended on February 13, 2003, June 26, 2003,
July 31, 2003, July 29, 2004 and October 27, 2004

1. Establishment of PlanElectronic Arts Inc., (the “ Compariy proposes to grant options for purchase of then@any’s Common Stock
to eligible employees of the Company and its Suls&ks (as hereinafter defined) pursuant to th2Bmployee Stock Purchase Plan (the “
Plan”). For purposes of this Plan, “parent corporatiant “Subsidiary” (collectively, “Subsidiaries”) alhhave the same meanings aarent
corporation” and “subsidiary corporation” in Secisod24(e) and 424(f), respectively, of the InteRalenue Code of 1986, as amended (the
“Code”). The Company intends that the Plan shaltufee two components: (i) an “employee stock puseh@an” under Section 423 of the
Code (including any amendments or replacementaalf section) for participants residing in the Ughd (ii) an “employee stock purchase
plan” that is intended to grant purchase rightsaumdles, procedures or sub-plans that are natdei to qualify Section 423 of the Code for
participants that are not residing in the U.S. Agnyn not expressly defined in the Plan but defifoegpurposes of Section 423 of the Code
shall have the same definition herein. A total &0®,000 shares of Common Stock are reserveddoaige under the Plan. Such number
shall be subject to adjustments effected in acemelavith Section 14 of the Plan.

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

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

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

(a) employees who are not employecdheyGompany or its Subsidiaries on the fifteenttif(L8ay of the month before the beginning
of such Offering Period;




(b) employees who, together with arhyeotperson whose stock would be attributed to smeployee pursuant to Section 424(d) of the
Code, own stock or hold options to purchase stockim, as a result of being granted an option utttePlan with respect to such Offering
Period, would own stock or hold options to purchsteek possessing five (5) percent or more of ¢ited tombined voting power or value of
all classes of stock of the Company or any of itbsidiaries; and

(c) employees who would, by virtue ledéit participation in such Offering Period, be maEpating simultaneously in more than one
Offering Period under the Plan.

For employees of Subsidiaries located in ti&. Lthe following would not be eligible to parpeie in an Offering Period:
(a) employees who are customarily eygudiofor less than 20 hours per week, and
(b) employees who are customarily etygdbfor less than five (5) months in a calendaryea

5. Offering Dates The Offering Periods of the Plan (the “Offeringridd”) shall be of twelve (12) months duration aoencing on the
first business day of March and September of eaeln §nd ending on the last business day of FebamhAugust, respectively, hereafter.
The first Offering Period shall commence on Septenih 2000. The first day of each Offering Perideferred to as the “Offering Date”.
Each Offering Period shall consist of two (2) sigmth purchase periods (individually, a “Purchaseddé), during which payroll deductions
of the participant are accumulated under this Rfath such six-month Purchase Period shall comnamdee first business day of March
and September of an Offering Period and shall enthe last business day of the following August Baetruary, respectively. The last
business day of each Purchase Period is hereimaftared to as the Purchase Date. The Board ecRirs of the Company shall have the
power to change the duration of Offering PeriodPuarchase Periods without stockholder approvalédhshange is announced at least fifteen
(15) days prior to the scheduled beginning of tre Offering Period or Purchase Period, as the caay be, to be affected.

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




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

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

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

(a) the fair market value on the OffgrDate, or
(b) the fair market value on the PusehBate.

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

9. Payment of Purchase Price; Changes in Payroll Déidus; Issuance of Shares

(a) The purchase price of the sharesésimulated by regular payroll deductions madendwrach Purchase Period. The deductions
are made as a percentage of the employee’s contjzemigaone percent (1%) increments not less thangercent (2%) nor greater than ten
percent (10%). Compensation shall mean base safamymissions, overtime, performance bonuses, disnggy bonuses, stay bonuses,
referral bonuses, sabbatical cash outs, shiftrdiffials, and such other forms of compensatiom@a£ommittee, in the exercise of its
discretion under the Plan, may designate as sulgjgzyroll deductions for purposes of the Plantvwithstanding the foregoing,
Compensation shall not include car benefits/allaveanincome derived from stock options, equity-dasempensation, or payments made in
connection with termination (including, but not ited to, holiday accrual cash outs, severance ggparation pay, or ex gratia payments).
Payroll deductions shall commence with the first pariod following the Offering Date and shall downie to the end of the Offering Period
unless sooner altered or terminated as providdukifPlan.

(b) A participant may lower (but notiease) the rate of payroll deductions during &Rase Period by filing with the payroll
department a new authorization for payroll dedungtjon which case the new rate shall become effeétr the next payroll period
commencing more than 15 days after the payroll deynt’s receipt of the authorization and shalltoore for the remainder of the Offering
Period unless changed as described below. Suclyehathe rate of payroll deductions may be madmgttime during an Offering Period,
but




not more than one change may be made effectivaglariy Purchase Period. A participant may increasawer the rate of payroll
deductions for any subsequent Purchase Perioditgy ¥ith the payroll department a new authorizatfor payroll deductions not later than
the 15th day of the month before the beginningushdPurchase Period.

(c) Subject to the laws of the localgdiction, all payroll deductions made for a peigant are credited to his or her account under the
Plan and are deposited with the general fundseoCibmpany; no interest accrues on the payroll dethge Subject to the laws of the local
jurisdiction, all payroll deductions received oidby the Company may be used by the Company fpicarmporate purpose, and the Comp
shall not be obligated to segregate such payraliidiéons.

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

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

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

10. Limitations on Shares to be Purchased

(a) No employee shall be entitled tochase stock under the Plan at a rate which, whgregated with his or her rights to purchase
stock under all other employee stock purchase paittee Company or any Subsidiary, exceeds US$25/0€ir market value, determined
of the Offering Date (or such other limit as mayitn@osed by the Code) for each calendar year ichvtiie employee participates in the P

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




(c) No employee shall be entitled toghase more than the Maximum Share Amount (as elétielow) on any single Purchase Date.
Not less than thirty days prior to the commenceno¢ainy Purchase Period, the Board may, in its digleretion, set a maximum number
shares which may be purchased by any employeeyaiagle Purchase Date (hereinafter the “Maximurar8mount”). In no event shall
the Maximum Share Amount exceed the amounts pe&nithder Section 10(b) above. If a new Maximum Skanount is set, then all
participants must be notified of such Maximum Shamsount not less than fifteen (15) days prior te tsmmencement of the next Purchase
Period. Once the Maximum Share Amount is set,atlsfontinue to apply with respect to all succegdiurchase Dates and Purchase Periods
unless revised by the Board as set forth above.

(d) If the number of shares to be paseld on a Purchase Date by all employees partiggpatthe Plan exceeds the number of shares
then available for issuance under the Plan, thepgaomy shall make a pro rata allocation of the reingishares in as uniform a manner as
shall be practicable and as the Board shall detertiai be equitable. In such event, the Company giva written notice of such reduction of
the number of shares to be purchased under aipartits option to each employee affected thereby.

(e) Any payroll deductions accumulaited participant’s account which are not used t@pase stock due to the limitations in this
Section 10 shall be returned to the participargcas as practicable after the end of the Offeriegde.

11. Withdrawal.

(a) Each participant may withdraw framOffering Period under the Plan by signing aritveeng to the payroll department notice
a form provided for such purpose. Such withdraway e elected at any time at least fifteen (155dajor to the end of an Offering Period.

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

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

12. Termination of EmploymenfTermination of a participarg’employment for any reason, including retiremerdeath or the failure of
participant to remain an eligible employee, terrtégéhis or her participation in the Plan immediatéi such event, the payroll deductions
credited to the participant’s account will be retd to him or her or, in the case of his or hetlida his or her legal representative. For this
purpose, an employee will not be deemed to haveitated employment or failed to remain in the amnbius employ of the Company in the
case of sick leave, military leave, or any othewteof absence approved by the




Board of Directors of the Company; provided thattsleave is for a period of not more than ninety) @ays or re employment upon the
expiration of such leave is guaranteed by contrastatute.

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

14. Capital Changes Subject to any required action by the stockhalddthe Company, the number of shares of CommockStovered
by each option under the Plan which has not yet legercised and the number of shares of Commork 8tbich have been authorized for
issuance under the Plan but have not yet beendlawder option (collectively, the “Reserves”), aallvas the price per share of Common
Stock covered by each option under the Plan whichriot yet been exercised, shall be proportionaidjlysted for any increase or decrease in
the number of issued shares of Common Stock raguttbm a stock split or the payment of a stockd#imd (but only on the Common Stock)
or any other increase or decrease in the numbgrares of Common Stock effected without receimooisideration by the Company;
provided, however, that conversion of any convetiecurities of the Company shall not be deemddhte been “effected without receipt of
consideration”. Such adjustment shall be made b\Bitard, whose determination in that respect $fgafinal, binding and conclusive. Except
as expressly provided herein, no issue by the Cagnphshares of stock of any class, or securitgassertible into shares of stock of any
class, shall affect, and no adjustment by reasereti shall be made with respect to, the numberioe of shares of Common Stock subject
to an option.

In the event of the proposed dissolution gquitiation of the Company, the Offering Period weliminate immediately prior to the
consummation of such proposed action, unless otbemvovided by the Board. The Board may, in thereise of its sole discretion in such
instances, declare that the options under the $halh terminate as of a date fixed by the Boardgind each participant the right to exercise
his or her option as to all of the optioned stankluding shares which would not otherwise be eisafile. In the event of a proposed sale of
all or substantially all of the assets of the Compar the merger of the Company with or into aeoftorporation, each option under the Plan
shall be assumed or an equivalent option shalubstiguted by such successor corporation or a paresubsidiary of such successor
corporation, unless the Board determines, in tleease of its sole discretion and in lieu of suskhuanption or substitution, that the particig
shall have the right to exercise the option adltofahe optioned stock. If the Board makes ariapexercisable in lieu of assumption or
substitution in the event of a merger or sale eétss the Board shall notify the participant tinat option shall be fully exercisable for a period
of twenty (20) days from the date of such noticel the option will terminate upon the expirationsath period.

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

15. Nonassignability. Neither payroll deductions credited to a partcips account nor any rights with regard to thereise of an option
or to receive shares under the Plan may be assityaedferred, pledged or otherwise disposed ahinway (other than by will, the laws




of descent and distribution or as provided in SecH2 hereof) by the participant. Any such atteat@ssignment, transfer, pledge or other
disposition shall be without effect.

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

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

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

19. Equal Rights and PrivilegesAll eligible employees shall have equal rightsl gnivileges with respect to the Plan. The Secti8
component of the Plan is intended to qualify asemmployee stock purchase plan” within the meanih§eaxction 423 or any successor
provision of the Code and the related regulatiéms. provision of the Section 423 component of thenRwvhich is inconsistent with
Section 423 or any successor provision of the Gbadl without further act or amendment by the Conypar the Board be reformed to
comply with the requirements of Section 423. Thestdn 19 shall take precedence over all otheripians in the Plan.

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

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




22. Designation of Beneficiary

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

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

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

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

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

(a) Increase the number of sharesrizgt be issued under the Plan;

(b) Change the designation of the epgads (or class of employees) eligible for partitgrain the Plan; or




(c) Constitute an amendment for whittitiksholder approval is required in order to complth Rule 16b-3 (or any successor rule) of
the Exchange Act.

26. Rules for Foreign Jurisdictions

(a) The Board or Committee may adofeswr procedures relating to the operation andiridtration of the Plan to accommodate the
specific requirements of the law and procedurdsi@ign jurisdictions. Without limiting the geneitsilof the foregoing, the Board or
Committee is specifically authorized to adopt rides procedures regarding handling of payroll dédaos, payment of interest, conversior
local currency, payroll tax, withholding procedusesl handling of stock certificates that vary witbal requirements.

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

27. Designation of SubsidiariesThe Board or Committee shall designate from ambedSubsidiaries, as determined from time to time,
the Subsidiary or Subsidiaries whose Employeed bhadligible to participate in the Plan. The BoardCommittee may designate a
Subsidiary, or terminate the designation of a Siiasy, without the approval of the shareownershefCorporation.




Exhibit 10.08

ELECTRONIC ARTS INC. AND SUBSIDIARIES

DESCRIPTION OF REGISTRANT'S FISCAL YEAR 2006
EXECUTIVE OFFICER BONUS PLAN

Target annual bonuses are set for each execuficerbased upon a percentage of base salary. Bsriasexecutive officers reporting to the
Chief Executive Officer are generally paid in twaris, one of which relates only to the Companytsiegs results, and one of which is
discretionary and is measured against each indislaontributions. Other executive officers havihiad part which relates to a specific
business unit’s or product’s financial performari8enuses are paid after the end of the fiscal Weprofits in any period are less than 85
percent of the Company’s plan, no bonus based@gtmpany’s performance may be paid for that peffqurofits exceed plan during a
period, the bonus rate is accelerated for the mergal profits above plan, with a maximum of 20€cpat payout of the bonus targ
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ELECTRONIC ARTS
EXECUTIVE LONG-TERM DISABILITY PLAN
ARTICLE 1. THE PLAN

1.1 Establishment Electronic Arts (the “Company”) hereby establisiigis Executive Long-Term Disability Plan (the 4R?) effective as of
July 1, 2003, and as subsequently amended, eféegsinuary 1, 200!

1.2 Purpose The Company has established the Plan to provadigdated key Eligible Employees with additionadeterm Disability
benefits to bring their total benefits to a morenpetitive level. These benefits under the Plarpaogided under individual long-term
Disability policies purchased from an Insurer tpgement the Compa’s group lon-term Disability coverage

1.3 Top-Hat Plan. It is the intention of the Company that the Rtanstitute an employee welfare benefit plan maie@iprimarily for the
purpose of providing benefits for a select groupnafhagement employees in accordance with Departofidmrtbor Regulation Section
2520.10-24.

ARTICLE 2. DEFINITIONS

Whenever used in the Plan, the following words piméises shall have the meanings set forth beloessrthe context plainly requires a
different meaning. When the defined meaning isndésl, the term is capitalized:

2.1 “ Affiliate " means an entity that is related to the Companyuish ownership and/or control. If an Affiliate qde this Plan, the term
“Company” as used in this Plan, shall mean such Affiliatdesmthe context clearly indicates otherw

2.2 * Annual Base Salarymeans the annual cash compensation relatingrtices performed during any calendar year, whetherot paid
in such calendar year or included on the Federalrire Tax Form W2 for such calendar year, excluding bonuses, cosiaris, overtime
fringe benefits, stock options, restricted stoekycation expenses, unused and unpaid excessaadatys, incentive payments, non-
monetary awards, directors fees and other feespraltile and other allowances paid t

1




Participant for employment services rendered (wdredh not such allowances are included in the Egg@ts gross income). Annual Base
Salary shall be calculated before reduction for gensation voluntarily deferred or contributed by Barticipant pursuant to all qualified or
non-qualified plans of the Company and shall bewated to include amounts not otherwise includethé Participant’s gross income
under Code Sections 125, 402(e)(3), 402(h), or#03grsuant to plans established by the Compamyiged, however, that all such
amounts will be included in compensation only t éixtent that, had there been no such plan, thestmemuld have been payable in cash
to the Participan

2.3 “ Annual Bonus’ means any compensation, in addition to AnnualeB&alary, relating to services performed during @algndar year,
whether or not paid in such year or included onRéderal Income Tax Form W-2 for such year, payabeParticipant as an Employee
under the Compar's annual or quarterly bonus and/or cash incentamsp excluding stock options and restricted st

2.4 * Committee” means the committee, if any, appointed by the Boafirectors to administer the Plan. The Committkall be comprise
of such number of members as the Board of Directag designate, and who shall serve at the plea$utiee Board of Director:

2.5 “ Company” means Electronic Arts, a Delaware Corporat
2.6 “ Disability " means a disability as specified in the Pol

2.7 " Eligible Employee’ means an Employee on the U.S. dollar Payrolhef€ompany who has been designated by the Compamyting
as eligible to participate in this Ple

2.8 “ Employe€” means any individual who is employed as a commarelaployee of the Compan
2.9 “ ERISA” means the Employee Retirement Income Security At®d4, as amended from time to tin

2.10 “ Insurer” means the insurance company or companies selbgtdte Company, in its sole discretion, to provioleg-term Disability
insurance coverage under this P!




2.11 “ Participant” means an Eligible Employee of the Company who k& specifically designated by the Company as tickent in this
Plan. The Company reserves the right to termirregarticipation of any Participant at any timevisjtten notice.

2.12 “ Payroll” means the system used by an entity to pay thadigiduals it regards as its common law employeestfeir services and to
withhold employment taxes from the compensatiguaits to such common law employees. “Payroll” dagsnclude any system an
entity uses to pay individuals whom it does noardgas its common law employees and for whom isduae actually withhold
employment taxes (including, but not limited tadiiduals it regards as independent contractonshieir services

2.13 “ Plan Yeal’ means each -month period beginning January 1 and ending Deceih
2.14 “ Policy” with respect to a Participant means the -term Disability insurance policy issued by the Irsifor the Participan

2.15 “Premium Termination Datemeans the date the Company’s premium obligatiorder this Plan cease, and the Participant ceases t
participate in this Plan, as described in Articli

2.16 “ Total Compensatiofi means the Participant’s Annual Base Salary akibyf 1 of the Plan Year and most recent three grearage
Annual Bonus and/or commissions. With respectRadicipant who has been employed by the Companig$s than three years, Total
Compensation means the Participant’s Annual BakaySas of July 1 of the Plan Year and average AhBonus and/or commissions.
With respect to a Participant who has not previpusteived an Annual Bonus or commissions, Totah@ensation means the
Participan’s Annual Base Salary as of July 1 of the Plan Y

ARTICLE 3. BENEFITS PROVIDED
POLICY UNDERWRITING/ISSUANCE

3.1 Benefits.The Company shall assist the Participant in apglyam issuance of a Policy pursuant to this Artiglerhe Policy shall provide
additional long-term Disability benefits such titta¢ benefits provided under the Company’s GroupgLberm Disability Insurance
Program and this Plan combined shall provide 60%h&




Participant’s monthly pre-Disability Total Comsation; provided, however that the maximum bénefider the Group Long Term
Disability Insurance Program and this Plan combisteall not exceed $20,000 per month. Notwithstamdie foregoing, the Total
Compensation to be taken into account for purpos#ss Plan shall be determined by the Committeeeceach Plan Year. Any
adjustments to the benefit amounts to be providetbuthis Plan as a result of a change in the atrafumParticipant’s Total
Compensation, shall be determined annually atigeretion of the Committee and shall become effedidr the next subsequent Plan

Year.

3.2 Insurance Policy The Company shall assist the Participant in dpglfor issuance of a Policy providing long-termsBlility coverage
and such other provisions as may be determinetddZompany, in its sole discretion. No long-terrsdbility benefits are provided
under this Plan other than the benefits, if anyd pg the Insurer under the Policy. The Insurangkck shall provide a maximum benefit

of $5,000 per montt

3.3 Acceptable Underwriting If the Insurer offers to issue a Policy with stard underwriting, the Company shall instruct thgurer to issu
the Policy with the Participant as the named ow

3.4 Rated Underwriting If the Insurer offers to issue a Policy with &ng other than standard, the Company, in its dideretion, shall elect
whether to have the Policy issued with such ratifithe Company elects to have the rated Policyadsthe Company shall instruct the
Insurer to issue the Policy with the Participantreesnamed owner. If the Company elects not to hia@eated Policy issued, then the
Company shall be released of its obligation to ewenefits to the Participant under this P

3.5 Decline to Issue If the Insurer declines to offer to issue a Bgliben the Company shall be released of its otidigdao provide benefits
to the Participant under this Pl¢

3.6 Optional Riders If the Policy is issued, the Company shall, ;nsitle discretion, choose whether to have the ysigried with any
optional coverages or benefits available undePibiecy.




ARTICLE 4. PREMIUM PAYMENTS

4.1 Premium PaymentsThe Company shall pay the premiums due on thieyPeach Plan Year until the Participant’s Premilienmination
Date.

4.2 Premium Termination Dal. The Participar s Premium Termination Date occurs on the earliegtefollowing events

4.2.1 Termination of the Participa’'s employment with the Company for any reasor
4.2.2. The Compan’s termination of the Participé¢'s participation in the Plan;
4.2.3 The Compan’s termination of the Plan;

4.2.4 The termination of the Policy prior to terminatiofithe Participars employment with the Company for any reas

4.3 Return of Unearned Premium¥ the Participant’'s Premium Termination Date arscafter the Company has paid a premium on the
Policy but before the end of the coverage perigipsued by such premium, the Insurer shall crégit@ompany for the pro rata portion
of such premium representing the unexpired covepaged, calculated from the Particip’s Premium Termination Dat

4.4 Policy Continuation RightsFollowing the Premium Termination Date, the Rgptint shall cease to participate in this Plan sl
retain all ownership rights under the Policy, intihg the right to continue such coverage in forggaying premiums on the Policy

directly to the Insurel

ARTICLE 5. CLAIMS AND REVIEW PROCEDURES

5.1 Claims for Disability Benefit:

All claims regarding Disability benefits undbe Plan shall be presented to the Insurer purgoahe Insurer’s claims procedures. All
claims for Disability benefits under the Plan miostin writing on the forms prescribed by the Insuneist include the required
information, documentation and substantiation. Fseirer is the named fiduciary that has the autyéwi act with respect to any appeal
from a denial of Disability benefits under the Rlany other claims under this Plan shall be subjethe following claims and review

procedures




5.2 All Other Claims

(@) Claims Procedur

(i)

(ii)

Filing of Claims

All claims for benefits under the Plan, ottigan claims regarding Disability benefits whiclaltbe submitted to the
Insurer pursuant to Section 5.1 above, shall bengitdd to the Company according to such procedasese
communicated to Participan

Denied Claims

In the event that any claim for a Plan bdriefilenied, in whole or in part, the Company shatify the claimant (or his or
her duly authorized representative, if applicabieyriting of such denial within 45 days after ttezeipt thereof. The
period for making such determination may be extdrfde up to an additional 30 days, for a total deieation period of
75 days if, due to circumstances beyond the confrtiie Plan, the Company cannot reach a decisithinithe initial 45-
day period. The Company will notify the claimant fds or her duly authorized representative, iflejaple) of the reason
for the delay prior to expiration of the initial 4ty period and give a date by which the Compampgets to render its
decision. If, prior to the end of the 8f&y extension period, the Company determines dlugt to circumstances beyond
control of the Plan, the Company still cannot readecision within the 30-day extension period theoextension of up
to an additional 30 days may be requested forah dettermination period of up to 105 days. The Canypwill notify the
claimant (or his or her duly authorized represeéveaif applicable) of the reason for the delaydrefthe expiration of the
first 30-day extension period and give a date biclwvthe Company expects to render its decisiothéncase of any
extension described above, the notice of extensibbexplain the standards on which entitlemenatBlan benefit is
based, the unresolved issues that prevent a dedsithe claim for a Plan benefit, and the addéianformation needed
to resolve those issues. If the reason the Com




(iii)

cannot make a decision on the claim is becthes claimant failed to provide required inforroatithe claimant will have
at least 45 days to provide the specified additiorfarmation. A determination will be made withd® days after the
Company receives the additional information receeestr, if earlier, within 30 days after the exgwatof deadline to
furnish the Plan with such additional informati

Notice of Denied Claim

If the Company denies the claim for a Plandfi¢, in whole or in part, the Company will seme tclaimant (or his or her
duly authorized representative, if applicable) &tem notice explaining the reason(s) for the dem&luding references
the specific Plan and Policy provision(s) upon vattice denial was based. If the claim was deniedimzthe claimant
did not furnish complete information or documertatithe notice will specify the additional matesial information
needed to support the claim and an explanationhgfsuch information or materials are necessamhdfclaimant’s claim
for a Plan benefit is denied based on an intewral guideline, protocol, or other similar critaridghe notice will either
state the specific rule, guideline, protocol, drestsimilar criterion; or include a statement thath rule, guideline,
protocol, or other similar criterion was relied mpga making the adverse determination and thatpg o such rule,
guideline, protocol, or other criterion will be pided to the claimant free of charge upon requéste claim for a Plan
benefit has been denied based on a medical ngcessikperimental treatment or a similar exclusiottimit, the notice
will also include an explanation of the scientificclinical judgment for the determination, applyithe terms of the Plan
to the Member’s medical circumstances, or includeatement that such explanation will be providethe claimant free
of charge upon request. The notice will also si@éthe claimant has a right to bring a civil antunder Section 502(a)
ERISA following an adverse benefit determinatiommpeview and how and when to request a revieweftienied clain
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(b) Review Procedur

(i)

(ii)

(iii)

Right of Appea

Any person whose claim for a Plan benefitagied in whole or in part, or such person’s dultharized representative, may
appeal from such denial within 180 days after nangiwritten notice of the denial from the CompaAsg. part of the review
procedure, the claimant may submit written commeddsuments, records, and other information rejatiinthe claim for
benefits. In addition, the claimant will be entiti® receive, upon request and free of chargepnede access to, and copies of,
all documents, records, and other information (othan legally or medically privileged documenslerant to such claim for a
Plan benefit

Reguest for Revie\

The request for review must be in writing ahall be addressed to the Company according to muwcedures as are
communicated to Participants. The request for redkall set forth all of the grounds upon whiclsibased, all facts in support
thereof and any other matters that the claimanindggertinent. The Company may require the claint@maubmit (at the expense
of the claimant) such additional facts, documentstber material as the Company may deem necessavisable in making i
review. The Company will review the claim for beitgftaking into account all comments, documergsords, and other
information submitted relating to the claim, withoaegard to whether such information was submittedonsidered in the initial
benefit determinatior

Additional Rights on Revie\

If the claimant appeals a denied claim, the degisio review will not afford deference to the inlitaverse benefit determinatic
The decision on review will not be made by the samdeszidual who denied the initi
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(iv)

v)

claim for benefits, or the subordinate ot tindividual. In deciding an appeal of an adverseddit determination based in whole
or in part on a medical judgment, including a defeation with regard to whether a particular treatity drug or other item is
experimental, investigational or not medically resaey or appropriate, the Company shall consult withealth care professional
who has appropriate training and experience irfiéheé of medicine involved in the medical judgmefihe health care
professional consulted shall be an individual whaeither an individual who was consulted in cotinaavith the adverse
benefit determination that is the subject of thpemb, nor the subordinate of that individual. fuested by the claimant, the
Company will provide the identification of the medli or vocational experts whose advice was obtaimeldehalf of the Plan in
connection with the claimant’s adverse benefit aeieation on review, without regard to whether #ulvice was relied upon in
making the decision on revie!

Action on Request for Revie

The Company shall act on each request faewewithin 45 days after receipt thereof, unlesscégl circumstances require an
extension of time for review. If such an extensidtime for review is required, the review periodyrbe extended for up to an
additional 45 days, for a total of 90 days. The @any will notify the claimant of the reasons foe tthelay prior to the expiration
of the first 45 day period and give a date by whieh Company expects to render its decision. Thieswill also state the
special circumstances requiring the extens

Notice
Within the time prescribed in Section 5.2i9)(the Company shall give written notice of iescision to the claimant. In the
event the Company confirms the denial of the clmma Plan benefit in whole or in part, the notst®ll set forth, in a

manner calculated to be understood by the clainth@tieason(s) for the denial, including referertoespecific Plan and Policy
provision(s) upon which the denial was based. Tdtea will
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state that the claimant is entitled to reegiyon request and free of charge, reasonablesatmeand copies of, all documents,
records, and other information (other than legatlynedically privileged documents) Relevant todlem for a Plan benefit. If
an internal rule, guideline, protocol, or other idmcriterion was relied upon in making the adeetietermination, the notice will
state the specific rule, guideline, protocol, drestsimilar criterion; or include a statement thath rule, guideline, protocol, or
other similar criterion was relied upon in makihg adverse determination and that a copy of suehguideline, protocol, or
other criterion will be provided to the claimarngdrof charge upon request. If the claim for a Blmefit is denied based on a
medical necessity or experimental treatment omalai exclusion or limit, the notice will also ingle an explanation of the
scientific or clinical judgment for the determirati applying the terms of the Plan to the medigalnstances, or include a
statement that such explanation will be providethéoclaimant free of charge upon request. Theaatill also state that the
claimant has a right to bring a civil action un&erction 502(a) of ERIS/

(vi) Claims and Review Rules and Procedt

The Company shall establish such rules aadguiures, consistent with the Plan and with EREAL may deem necessary or
appropriate in carrying out its responsibilitieslanthis Section &

ARTICLE 6. ADMINISTRATION AND FINANCES

6.1 Administration. The Company is the “plan sponsor” and the “pldmiaistrator” of the Plan as such terms are usé¢eRISA. The
Company’s Board of Directors shall act for the Campunder this Plan. The Plan Administrator dedigghédy the Company shall be the
named fiduciary that has the discretionary autfidgdtcontrol and manage the administration andatjmer of the Plan, except as provic
in Section 5.1

6.2 Powers of the Plan Administratorhe Plan Administrator shall have the full, exsthe and discretionary authority to prescribe such
forms, make such rules, regulatio
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interpretations and computations, construddinas of the Plan and determine all issues relatirgpverage and eligibility for benefits and
take such other action to administer the Plan amit deem appropriate in its sole discretion. Imiadistering the Plan, the Plan
Administrator shall at all times discharge its datvith respect to the Plan in accordance witlstardards set forth in § 404(a)(1) of
ERISA. The Plan Administrator in its sole discraetimay engage the services of such persons or aajanis to render advice or perform
services with respect to its responsibilities urtlerPlan as it shall determine to be necessaappropriate. Such persons or organizations
may include (without limitation) actuaries, attoygeaccountants and consultal

6.3 Actions of the Plan AdministratorAll determinations, rules, regulations, interpt&ins, computations and decisions of the Plan
Administrator shall be conclusive and binding updirpersons having or claiming to have any intecestght under the Plai

6.4 Delegation. The Plan Administrator in its sole discretionlshave the power to delegate specific duties asponsibilities to officers or
other Employees of the Company or other individaalsntities. Any delegation may be rescinded lgyRlan Administrator at any time.
Each person or entity to whom a duty or resporigiliias been delegated shall be responsible foexbecise of such duty or
responsibility and shall not be responsible for aayor failure to act of any other person or gniithe Plan Administrator in its sole
discretion may delegate any of its fiduciary respbitities under the Plan (excluding any trustesponsibilities as defined in section 405
(c)(3) of ERISA) to another person or persons pamsto a written instrument that specifies the didwy responsibilities so delegated to
each such person. To the extent that the Plan Adtrator delegates fiduciary functions to otherspas or such fiduciary functions are
granted to such other persons under the termsd®Mdm, such persons shall have the same disaegipower and authority to perform
such functions as described in Section

6.5 Reports and Records he Plan Administrator and those to whom the Rldministrator has delegated duties under the Bt keep
records of all their proceedings and actions ardl siaintain books of account, records, and otla¢a ds shall be necessary for the pr
administration of the Plan and for compliance veifiplicable law
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6.6 Plan Expense. The Company shall pay all expenses of the Plapgas otherwise provided here
ARTICLE 7. AMENDMENT/TERMINATION

Although the Company expects to continue the Ridefinitely, inasmuch as future conditions canrefdreseen, the Company reserves the
right to amend or terminate the Plan at any timadtjon of its Board of Directors or by action of@mmittee or individual(s) acting pursuant
to a valid delegation of authority of the Boarddifectors.

ARTICLE 8. MISCELLANEOUS

8.1 No Guaranty of Employmel. The adoption of this Plan shall not be deemdakta contract of employment between the Company and
the Participant. Nothing contained herein shaleghe Participant the right to be retained in timpley of the Company or to interfere
with the right of the Company to discharge the iBigent at any time, nor shall it give the Compdmg right to require the Participant to
remain in its employ or to interfere with the Paigan’s right to terminate employment at any tir

8.2 Limitation on Liability. The Company does not guarantee benefits payablier ihe Policy, and any benefits thereunder $teathe
exclusive responsibility of the Insurt

8.3 Policy Governs If there is any conflict or inconsistency betwélea description of benefits contained in this Riad the Policy, the
terms of such Policy shall contr

8.4 Non-Alienation. No benefit payable at any time under this Pladld¢ie subject in any manner to alienation, saésdfer, assignment,
pledge, attachment, or encumbrance of any kindnalhdiot be subject to claims of the Participardigditors by any process whatsoever,
and any attempt to cause such right to be so sebjedll not be recognized, except to such exteray be required by la

8.5 Exclusive Benefi. The Plan shall be maintained for the exclusiveelfie of the Participant:

8.6 Transfer to Affiliate. If a Participant, with the Company’s written ceng transfers employment from the Company to dili#e, the
Participant shall not be deemed to have terminatepgloyment for any purpose under this P
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8.7 Applicable Law. The Plan and all rights thereunder shall be geeeiand construed in accordance with ERISA antha@xtent that sta
law is not preempted by ERISA, the law of the Stdt€alifornia.

To record the adoption of the Plan to read asms#t herein, the Company has caused its authoaffexbr to affix the corporate name and
seal hereto this 20th day of May, 2005.

ELECTRONIC ARTS

By /s/J. Russell (Rusty) Rueff, .
Title Executive Vice President, Human Resources & Faasl
Date May 20, 200=
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SUBSIDIARIES OF THE REGISTRANT

Name in
Corporate Article:

Doing Business A

Exhibit 21.01

Jurisdiction
of Incorporatior

Electronic Arts Proprietary Limite

Electronic Arts (Canada), In

Electronic Arts, Limitec
Electronic Arts GmbFk

EA Kabushiki Kaisht

Electronic Arts Productions In
Electronic Arts Puerto Rico, In
Electronic Arts Internationa
Corporatior

Electronic Arts Software S.1
Bullfrog Productions Ltd
Electronic Arts Productions Lt
Electronic Arts Nordic Aktienbola
Electronic Arts Asia Pacific PTE., LT

Electronic Arts Seattle Ini

EA Software South Africa Pty. Ltd. (Formerly Vision

Software (Pty) Limited

Electronic Arts V.1., Inc.

Linear Arts Inc.
Electronic Arts UK Holding Cc

EA Islands Ltd.

Electronic Arts Limitadz

Electronic Arts Pty. Ltd

Electronic Arts (Canada), In

Electronic Arts, Limitec
Electronic Arts GmbF
Electronic Arts K.K.
Crocodile Production

Electronic Arts Puerto Rice
Inc. (Dissolved on 3/11/0¢

Electronic Arts Internation:
Corporatior

Electronic Arts Software S.|
Bullfrog Productions Ltd
Electronic Arts Productions Lt

Electronic Arts Nordic Aktienbola

Electronic Arts Asia Pacific PTE., LT

Electronic Arts Seattle Ini

EA Software South Africa Pty. Ltd. (Formerly Vision

Software (Pty) Limited

Electronic Arts V.1., Inc.

Linear Arts Inc.
Electronic Arts UK Holding Cc

EA Islands Ltd.

EA Brazil

Commonwealth o
Australia

British Columbia,
Canads

United Kingdom
Germany

Japar

Delaware

Delaware

California

Spain

United Kingdom
United Kingdom
Sweder
Singapore
Washingtor
South Africa
Virgin Islands
(U.s)

Delaware
Delaware

British Virgin
Islands

Brazil




Name in
Corporate Atrticle:

Doing Business A

Jurisdiction
of Incorporatior

Electronic Arts Nederland B.V. L.i
Electronic Arts Limitade
Electronic Arts C.V

Electronic Arts Project Inc

Maxis K.K.

Electronic Arts Redwood LL(

Electronic Arts Handelsges.m.b

Electronic Arts Japan K.K. (Formerly Electronic #rt

Square K.K.

Electronic Arts Switzerland Gmb
Tiburon Entertainment, In
Westwood Studios, Int

Kesmai Aries Ltc

Kesmai Studios Inc

Kesmai Internet Game Resources |
Pogo Corporatiol

Parnassus Data In

EA.com Inc.

ABC Software GmbF

Electronic Arts World LLC
Electronic Arts Studio (UK) Limite:
Electronic Arts Publishing SAR
Electronic Arts Studio EUR]
NuFX, Inc.

Electronic Arts (Canada), In

Electronic Arts BV
Electronic Arts Portuge
Electronic Arts C.V
Electronic Arts Project Inc

Maxis K.K.

Electronic Arts Redwood LLC (as of 9/15/C

Electronic Arts Austric

Electronic Arts Japan K.K. (Formerly Electronic #rt

Square K.K.

Electronic Arts Switzerlan
Tiburon

Westwood (dissolved 12/03/0
Kesmai Aries Ltc

Kesmai Studios Inc

Gamestorn

Pogo.comr

Parnassus Data In

EA.com Inc.

ABC Software GmbF
Electronic Arts World LLC
Electronic Arts Studio (UK) Limite:
Electronic Arts Publishing SAR
Electronic Arts Studio EUR]
NuFX, Inc.

EA Montreal

The Netherland
Portugal
Barbados
Delaware
Japar
Delaware
Austria

Japan

Switzerlanc
Florida
Nevads
Virginia
Virginia
Virginia
Delaware
Delaware
Delaware
Switzerlanc
Delaware
United Kingdom
France
France
lllinois

Quebec




Name in
Corporate Atrticle:

Doing Business A

Jurisdiction
of Incorporatior

Electronic Arts Czech Republic S.R.
Electronic Arts Hungary Trading K
Electronic Arts Polska Sp.zo
Electronic Arts Italia SRI

Studio 33 (UK) Limitec

Electronic Arts Denmark Ap
Electronic Arts Finland O
Electronic Arts Europe Lt

Electronic Arts Norway A/¢
Electronic Arts Transfer Compai
Electronic Arts Subsidiary Corporatis
Electronic Arts Sales and Distribution Ir
Electronic Arts Music Publishing In
Electronic Arts New Zealan
Electronic Arts Korea Yuhan Hoe
Electronic Arts Hong Kong Ltc
Electronic Arts UK Ltd.

Criterion Software Group Limite
Criterion Software Limitec

Criterion Software International
Limited

Criterion Software Inc
Criterion Software K.K

Electronic Arts EA Holdings AE

EA Czech Republi

EA Hungary

EA Poland

EA Italy

Studio 33 (UK) Limitec

Electronic Arts Denmark Ap
Electronic Arts Finland O
Electronic Arts Europe Lt

Electronic Arts Norway A/¢
Electronic Arts Transfer Compai
Electronic Arts Subsidiary Corporatis
Electronic Arts Sales and Distribution Ir
Electronic Arts Music Publishing In
Electronic Arts New Zealan
Electronic Arts Korea Yuhan Hoe
Electronic Arts Hong Kong Ltc
Electronic Arts UK Ltd.

Criterion Software Group Limite
Criterion Software Limitec

Criterion Software International
Limited

Criterion Software Inc
Criterion Software K.K

Electronic Arts EA Holdings AE

Czech Republi
Hungary
Poland

Italy

United Kingdom
Denmark
Finland

United Kingdom
Norway
Delaware
Delaware
Delaware
Delaware

New Zealanc
Korea

Hong Kong
United Kingdom
United Kingdom
United Kingdom

United Kingdom

Texas
Japar

Sweder



Exhibit 23.01

Consent of Independent Registered Public Accouriinm

The Board of Directors
Electronic Arts Inc.:

We consent to the incorporation by reference inrégéstration statements on Form S-8 (Nos. 33-668365212, 33-53302, 33-41955, 33-
82166, 33-61781, 33-61783, 333-09683, 333-09893,32239, 333-32771, 333-46937, 333-60513, 333-60533-84215, 333-39430, 333-
39432, 333-44222, 333-60256, 333-67430, 333-82888,99525, 333-107710, 333-117990, and 333-1202&68) the registration statement
on Form S-3 (No. 333-102797), of Electronic Arts.lof our reports dated June 3, 2005, with resfuettte consolidated balance sheets of
Electronic Arts Inc. as of March 26, 2005 and Ma2@h 2004, and the related consolidated statenoémtgerations, stockholders’ equity and
comprehensive income, and cash flows for eachey#ars in the three-year period ended March 285,26nd the related financial statement
schedule, management’s assessment of the effeetisei internal control over financial reportingodidarch 26, 2005 and the effectiveness
of internal control over financial reporting asMérch 26, 2005, which reports appear in the Magh2®05, annual report on Form 10-K of
Electronic Arts Inc.

KPMG LLP
San Francisco, California
June 3, 200!



Exhibit 31.1
ELECTRONIC ARTS INC.

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

I, Lawrence F. Probst Ill, Chairman and Chief ExeuOfficer, certify that:

1.

2.

| have reviewed this Annual Report on Forn-K of Electronic Arts Inc.

Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omsgitéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this repor

. Based on my knowledge, the financial statements$ osimer financial information included in this repdairly present in all material

respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

. The registrant’s other certifying officer(s) andre responsible for establishing and maintainiisgldsure 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
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

b. Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

C. Evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in #ggtrant’s internal control over financial repodithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b.  Any fraud, whether or not material, thatalwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Dated: June 7, 2005 By: /s/ Lawrence F. Probst |

Lawrence F. Probst Il
Chairman and Chief Executive Offict



Exhibit 31.2
ELECTRONIC ARTS INC.

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

I, Warren C. Jenson, Executive Vice President, {Fiigancial and Administrative Officer, certify tha

1. I have reviewed this Annual Report on Forn-K of Electronic Arts Inc.

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omsitéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure 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
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

b. Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

C. Evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in #ggtrant’s internal control over financial repodithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; &

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

a. All significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b.  Any fraud, whether or not material, thatalwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Dated: June 7, 2005 By: /s/ Warren C. Jensc

Warren C. Jensol
Executive Vice President,
Chief Financial and Administrative Office



Exhibit 32.1
ELECTRONIC ARTS INC.

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

In connection with the Annual Report of ElectroAids Inc. on Form 10-K for the period ended Mardh 3005 as filed with the Securities
and Exchange Commission on the date hereof (thpdi®, I, Lawrence F. Probst Ill, Chairman and €Htxecutive Officer of Electronic
Arts Inc., certify, pursuant to 18 USC Section 13&®adopted pursuant to Section 906 of the Sasb@rkey Act of 2002 (“Section 906”),

that to my knowledge:

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

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

/s/ Lawrence F. Probst |

Lawrence F. Probst Il

Chairman and Chief Executive Officer
Electronic Arts Inc.

June 7, 2005

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



Exhibit 32.2
ELECTRONIC ARTS INC.

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

In connection with the Annual Report of ElectroAigs Inc. on Form 10-K for the period ended Mardh 3005 as filed with the Securities
and Exchange Commission on the date hereof (thpdi®, |, Warren C. Jenson, Executive Vice Prestdmd Chief Financial and
Administrative Officer of Electronic Arts Inc., ddy, pursuant to 18 USC Section 1350, as adoptedyant to Section 906 of the Sarbanes-
Oxley Act of 2002 (“Section 906"), that to my knaudge:

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

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

/s/ Warren C. Jensc

Warren C. Jensol

Executive Vice President, Chief Financial and
Administrative Officer

Electronic Arts Inc.

June 7, 2005

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