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CAUTIONARY NOTE ABOUT FORWARD -LOOKING STATEMENTS

This Report contains forward-looking statements wihin the meaning of the Private Securities Litigatio
Reform Act of 1995. All statements, other than st&ments of historical fact, including statements reayding
industry prospects and future results of operation®r financial position, made in this Report are foward
looking. We use words such as “anticipate”, “belieg”, “expect”, “intend”, “estimate” (and the negativ e of any
of these terms), “future” and similar expressions ¢ help identify forward-looking statements. Thesedrward-
looking statements are subject to business and eanic risk and reflect management’s current expectabns,
and involve subjects that are inherently uncertairand difficult to predict. Our actual results could differ
materially. We will not necessarily update informaton if any forward-looking statement later turns out to be
inaccurate. Risks and uncertainties that may affecour future results include, but are not limited to, those
discussed under the heading “Risk Factors”, beginng on page 14.

PART I

Iltem 1: Business

Overview

Electronic Arts develops, markets, publishes asttibutes video game software and content thabegplayed by
consumers on a variety of platforms, including:

+ Video game consoles such as the Sony PlayStétoand PLAYSTATION® 3, Microsoft Xbox 360™ and
Nintendo Wii™

» Personal computers, including the Macintosh (werref personal computers and the Macintosh together
“PC¢"),

« Handheld game players such as the PlaySt® Portable “PSP™ ") and Nintendo D™ and iPoc®, and
* Cellular handset:

In fiscal 2008, excluding cell phones, we developegublished products for 10 different platfornmslaince our
inception, we have published games for over 5@mbfit platforms. In fiscal 2008 we also publishedr®80 games
for cellular handsets.

We also provide online game-related servicegy(, matchmaking and subscription services) for theatorms.

We generate net revenue primarily from sales okaged goods, online subscriptions, online and readdwnload:
micro-transactions, and advertising.

Our ability to publish games across multiple platie has been, and will continue to be, a corneestdrour produc
strategy. Historically, there have been multipldea game consoles and handheld game players deditab
consumers, and there has been vigorous compeditimmg hardware manufacturers. In previous hardayies,
Sony’s PlayStation and PlayStation 2 consoles kagréficantly outsold their competitors. The cutrbardware
cycle is characterized by fierce competition frdmree strong and viable competitors — Microsoft'oXI860, the
Nintendo Wii and Sor's PLAYSTATION 3. In fiscal 2008, we developed amablished 20 titles for the Xbox 360,
17 titles for the PLAYSTATION 3, 15 titles for tHayStation 2, 14 titles for the Wii, two titlesrfine Xbox and
one title for the Nintendo GameCube. The PC alstigoes to be an important interactive game platfdn fiscal
2008, we published 29 titles for the PC (including Macintosh). Similarly, there is also competitin the
handheld games hardware business, where the Nm28dand Sony’s PSP are both viable platformsistaf
2008, we published 12 titles for the Nintendo Diertitles for the PSP and one title for the Gamg Bdvance.
Many of our PC, PlayStation 2, PLAYSTATION 3, Wifbox 360, Xbox and PSP titles include online fuoetlity
which enables consumers to participate in onlimaroonities and play against one another via therete
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Our games span a diverse range of categoriesding@ction-adventure, casual, sports, family,dapt racing,
music, role-playing, simulation, extreme sports atrdtegy. We have created, licensed and acquistiag
portfolio of intellectual property, which we markand sell to a variety of consumers. Our portfofievholly-owned
properties includes established brands sudliezs! for Speett, The Sim3“ andBattlefield,and games scheduled
to debut in fiscal 2009 such &pore™ , Mirror's Edge ™ andDead Spacé& . Our portfolio of games based on
licensed intellectual property includes sports-dasttes such aMadden NFL Football, FIFA SoccandTiger
Woods PGA Tou?, and titles based on popular culture suchlagy Potter, The Godfathet, and the yet-to-be
releasedVarhammeP Online. Through our EA Partners business, we also cotdpyeo-publish and distribute
video games that are developed and published & otdmpanies, including the MTV Games/Harmonix gétoek
Band. Beginning in fiscal 2009, we also expect to reéedideo games based on board games and toys fasbrd
includingNERF, MONOPOLWYNdTRIVIAL PURSUIT

Another cornerstone of our strategy is to publigbdpcts that can be iterated, or sequeled. For pleamany of ou
sports products, such as Madden NFL Football, contén a new edition each year. Other productsh siscThe
Sims and Godfather, can be sequeled on a lesseinefasis. We refer to these successful, iteratedpt families
as “franchises”.

We develop our games using both internal and eateesources. We have development studios ancdelat
functions located worldwide, such as BioWare (Canaidd United States), Black Box (Canada), Bluegtimited
States), Bright Light (United Kingdom), Criteriobiited Kingdom), DICE (Sweden), EA Canada, EA India
Los Angeles (United States), EA Montreal (Canal#) Redwood Shores (United States), EA Romania, B S
Lake City (United States), Mythic Entertainment {tdd States), Pogo (United States and China), Paicd&nited
States and Australia), Phenomic (Germany), The Sunged States) and Tiburon (United States). Vge alave
quality and assurance functions located in see@ahtries such as China, India, Korea, SingapodeSgrain and
localization functions located in several countsash as France, Germany, Italy, Japan, Romani&paith. We
also engage third-parties to assist with the dgwremnt of our games at their own development andymtion
studios.

Our global sales network allows us to market, mibénd distribute games in over 35 countries througthe
world. In North America, we generate a significpattion of our net revenue from direct sales taitets. Outside
of North America, we generate net revenue primdrdyn direct-to-retail sales although, in some of smaller
territories, we also work with third parties totdisute our games. Our games are also availablenliae stores,
including our own online store, and via direct tijdownload from our website. We also market aisttidute
games and other content for cellular handsets giretireless carriers.

In fiscal 2008, sales dock Band distributed for three platforms, represented apipnately 10 percent of our total
net revenue. In fiscal 2007, we had two titldeged for Speed Carb@mdMadden NFL 07 published on 10
platforms, each of which represented approximatélpercent of our total net revenue. In fiscal 2006 had one
title, Need for Speed Most Wantggublished on eight platforms, which representgat@ximately 10 percent of o
total net revenue.

We were initially incorporated in California in 188n September 1991, we reincorporated underativs bf
Delaware. Our principal executive offices are ledaait 209 Redwood Shores Parkway, Redwood Cityfo@idh
94065 and our telephone number is (650) 628-1500.

Significant Business Developments in Fiscal 2008

Label Reorganization

As described in more detail below, in fiscal 208@, reorganized our business into four operatingelsl’ — EA
Games, EA SPORTS, The Sims and EA Casual Entergsityr-and an additional group that works closely with
labels — Global Publishing, which operates in ttmegons, North America, Europe and Asia.
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Acquisition of Bioware and Pandemic Studi

In January 2008, we acquired VG Holding Corp. (“VgHwner of both BioWare Corp. and Pandemic Stadio
LLC, game development studios that create actiorestiire and role-playing games, suchvass Effeci
(BioWare) andMercenaries™ (Pandemic). BioWare has development studios in Edoamy Canada and Austin,
Texas and Pandemic Studios are located in Los &sgé€lalifornia and Brisbane, Australia.

Transition to New Video Game Consoles

The video game software industry is cyclical, dnil® video game hardware systems, which have Risttyr had a
life cycle of four to six years. The current cyblegan with Microsoft's launch of the Xbox 360 in0B) and
continued in 2006 when Sony and Nintendo launcheit hext-generation systems, the PLAYSTATION 3 #rel
Wii, respectively. During fiscal 2008, the installbase of each of these systems continued to expahds a resu
sales of our products for these systems have atsedsed significantly. At the same time, howeslemand for
video games for prior-generation systems, partibuthe original Xbox and the Nintendo GameCubes tleclined.
Given its significant installed base and ongoinguarity outside of North America, we expect to tone
developing and marketing new titles for the PlatiSta2 in fiscal 2009. We only expect to release ttie for the
original Xbox and no titles for the Nintendo Gamé€un fiscal 2009. The new systems are more contpkax theil
predecessorsd.g., some use multi-processor technology, new andugnggme controllers, online gameplay
functionality and high definition video capabilleand development costs have been greater ontalpdrasis than
development costs for prior-generation video gayséems.

Proposed Acquisition of Take-Two Interactive Softrea

In the fourth quarter of fiscal 2008, we announaguoposal to acquire all of the issued and outistgnshares of
common stock of Take-Two Interactive Software, Ifi€ake-Two"), for a total purchase price of approately
$2.1 billion (including fees and expenses). Takes'BaBoard of Directors has stated that our offedemalues the
company and is not in the best interests of stdddns. If we were to acquire Take-Two, we expeetdbquisition
would have a material impact on our future finahpisition and results of operations and cash flodthough the
offer is not conditional upon any financing arramgmts, our Board of Directors has authorized wsbtain
additional financing, a portion of which may be dige part to fund the acquisition. There can bessurance that
we will acquire Take-Two.

Our Operating Structure

Following our fiscal 2008 reorganization, our besis is organized around four operating labels —a#nes, EA
SPORTS, The Sims and EA Casual Entertainment —aaratiditional group that works closely with thedisb—
Global Publishing. Each label is structured to epeeglobally and includes several key functionsuding
development studios, product marketing, and planfon products and services. Global Publishing afger in three
regions, North America, Europe and Asia. GloballRting works in partnership with the labels andesponsible
for strategic planning, field marketing, salestritisition, operations, product certification, gixalssurance, motion
capture, art outsourcing and localization withia tbcal markets in which we operate.

In fiscal 2008, we generated approximately 55 paroéour net revenue from games developed by mudlies that
were initially released during the year, as comghaneapproximately 65 percent in fiscal 2007. Exahg titles
developed for cellular handsets, during fiscal 28@8eleased 34 titles developed by our studiospesed to 32
titles in fiscal 2007. For the fiscal years endedrh 31, 2008, 2007 and 2006, research and develtpgrpenses
were $1,145 million, $1,041 million and $758 mitliarespectively.

EA Games Label

The EA Games label is home to the largest numbeup§tudios and development teams, which togetfeate an
expansive and diverse portfolio of games, suctctisreadventure, role playing, racing and combat gameskete«
under the EA brand. In addition to traditional pag&d-goods games, EA Games also
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develops massively-multiplayer online role-playggmes which are persistent state virtual worldsrevti@ousands
of other players can interact with one another.éx@mple, we expect to launéarhammer Onlinén the coming
fiscal year. The EA Games portfolio includes selestablished franchises such as Need for Speetets=d,
Mercenaries and Burnout. In addition, EA Gamesrhasently launched new franchises including SKATH Anmy
of Two, and has additional titles in developmert. Games titles are developed primarily at the follg EA
studios: Bioware (located in Edmonton, Canada anstiA, Texas), Black Box (located in Vancouver, &),
Criterion (located in Guildford, England), DICE ¢lted in Stockholm, Sweden), EA Los Angeles, EA Weal, EA
Redwood Shores, Maxis (located in Emeryville, @atifa), EA Mythic (located in Fairfax, Virginia),ademic
Studios (located in Los Angeles, California andsBane, Australia) and Phenomic (located in Ingeth&ermany)

EA Games also includes the EA Partners group, wigiaims with external game developers and third/part
companies, to provide these partners with a vadgégervices including development, publishing, disdribution.
For example, in fiscal 2008, through a co-publighiigreement with Crytek, we releasgysis® on the PC, and we
signed a distribution agreement with Harmonix, lasédiary of Viacom, to distributRock Band

EA SPORTS Label

The EA SPORTS label brings together a wide colbectif sports-based video games marketed underAhe E
SPORTS brand. EA SPORTS games range from simwsaterts titles with realistic graphics based on-readld
sports leagues, players, events and venues tocasual games with arcade-style gameplay and grsapMe seek

to release new iterations of many of our EA SPOR{I&s on a regular basis (often annually), in ceetion with the
commencement of a sports league’s season or a s@jding event when appropriate. Our EA SPORTSchieses
include FIFA Soccer, Madden NFL Football, Fight NigNBA Live, NCAA Football, NCAA March Madness,
Tiger Woods PGA Tour, NHL Hockey, Nascar and Rudgb%.SPORTS games are developed primarily at our EA
Canada (located in Vancouver, British Columbia) BAdTiburon studios (located in Orlando, Floridahd, to a
lesser extent, use several development studiodidifiidd in the EA Games label description above.

In addition to packaged goods games, the EA SPARIE offers online-only games and entertainmankadrea,
EA SPORTS currently offelSA SPORTS FIFA Onlinea free-to-play online game in which players maycpase
additional in-game content from us (we refer tostheonsumer purchases of small elements of addittmmtent as
“micro-transactions”). We expect to introduce otbeline games under the EA SPORTS brand in thedutn
fiscal 2009, EA SPORTS will also seek to increaseliobal presence through the introduction of meb-based
communities centered on our portfolio of sports gam

The Sims Label

The Sims label develops and markets life-simulagjames and online communities with an emphasigexatiuity,
community and humor.

The Sims has sold over 100 million units world-wgiece it was originally launched in 2000. A sigeait factor in
its success has been the regular introduction pdiesion packs with new content and gameplay feathet can be
purchased and used in connection with our coreymtsdrhe Sim&ndThe Sims 2 In fiscal 2008, The Sims label
launched two expansion packs fidre Sims 2

In addition to our expansion packs, The Sims lalss launched several console products in fisca82Most
notablyMySims™ — a newly created franchise for the Wii and Nintems — andrhe Sims 2 Castaway the
Wii, Nintendo DS, PlayStation 2 and PSP.

The Sims ®nline community has 4 million unique visitors mhalyt with localized communities in 15 countries.€
centerpiece of this community is the user exchawpere users can download both EA and user-createtnt for
use in theifThe Sims 2ore game. To date, there have been over 60 mdilevnloads of content frohe Sims 2
exchange.
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The Sims label offers a variety of other online cammities includingThe Sims On Stage a creative community
featuring karaoke, comedy, poetry, and movie mashup

EA Casual Entertainment Label

The EA Casual Entertainment label is focused oatiarg compelling casual games for a mass audiehcere and
non-core gamers alike. Casual games are intendeg éasily accessible, requiring a minimum time miment to
learn, play and enjoy. EA Casual Entertainmene¢sponsible for a broad portfolio of games designedonsoles,
handhelds and PCs (including Pogo.camar online casual games and community websitejedisas cellular
phones (through EA Mobile).

Pogo™ . Through our Pogo online service, we offer cagaahes such as card games, puzzle games and word
games. We had over 1.6 million paying Club Pogasstibers as of March 31, 2008, up from 1.5 millpaying
subscribers as of March 31, 2007. In addition id pabscriptions, Pogo also generates revenueghronline
advertising and sales of digital content. We amgioaing to expand our Pogo offerings in Europe.

EA Mobile. Through EA Mobile, we are a leading global puidisof games and other content (ringtones, images,
etc.) for cellular handsets. Our customers typjcpllrchase and download our games through a wirekssier’s
branded e-commerce service accessed directly tnemaellular handsets.

We engage third parties to develop games for elhéndsets on our behalf at their own developraedt
production studios and, to a lesser extent, weldpwellular handset games internally at our dgwelent and
production studios located in the United Stateq\a@a, the United Kingdom, Romania and India. lodif008, we
released over 30 games for cellular handsets.

Many of our EA Mobile games are designed to takeaathge of multimedia enhancements in the latastgéion
of cellular handsets, including high-resolutionaralisplays, increased processing power, improweiioa
capabilities and increased memory capabilities.piMaish games in multiple categories designed peapto a
broad range of wireless subscribers.

Hasbro. In August 2007, we entered into a strategic i@bahip with Hasbro through which we can creatédtalig
games based upon a significant number of Hasblassic board games and toys, includi@NOPOLY,
SCRABBLENorth America only)YAHTZEE, TRIVIAL PURSUIT, NERF, G.l. JGBALITTLEST PET SHOP
We intend to develop Hasbro’s properties into vidames for children, families and casual gamergaipdblish
them across a variety of platforms including celitandsets, handhelds, PCs and consoles.

Console, Handheld and PC GameRA Casual Entertainment works with third partyelepers and oversees
internal studios and development teams locatedmAngeles, Montreal, Salt Lake City and the Unk&aydom
that are responsible for console, handheld andd™@g geared primarily towards children, families] ather
casual gamers. In fiscal 2008, these games inclddeq Potter and the Order of the Phoeriik, Boogie™ , and
Smarty Pantdv. For fiscal 2009, EA Casual is releasing a nunaberew titles, includingHarry Potter and the
Half-Blood Prince™ , Boom Blox™ , andZUBO™ as well as several new titles based on wedwn Hasbro gami
and toys.

Global Publishing Organization

Our Global Publishing Organization operates ingtmagions, North America, Europe and Asia. Thegameations
work closely with each label to publisté., market, sell and distribute) our products (othentEA Mobile games

Our North America publishing organization is heaaltigred in Redwood City, California. We have lozfdices in
several states including California, Washington Biesv York, among others. We also have a distrilsutienter in
Kentucky. North America net revenue increased bpdrtent to $1.942 billion, or 53 percent of tatat revenue in
fiscal 2008, as compared to $1.666 billion, or Bdcpnt of total net revenue in fiscal 2007.
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Internationally, we conduct business and have wkmlNned subsidiaries throughout the world, inclgdaffices in
Europe, Australia, Asia and Latin America. Intefoaal net revenue increased by 21 percent to $1bilkén, or
47 percent of total net revenue in fiscal 2008, parad to $1.425 billion, or 46 percent of total retenue in fiscal
2007.

Our international and European regional publistdrganization headquarters is located in Genevatz8uand. We
have local offices in several European countriekioing England, France and Germany, among otiéesalso
have European distribution centers in the Nethddaand elsewhere in Europe.

We also have a regional publishing headquarteigéokcin Singapore. We have local offices in sevis# Pacific
countries including Australia, Japan and New Zedlan

The amounts of net revenue and long-lived asskibutible to each of our geographic regions fahesf the last
three fiscal years are set forth in Note 18 ofNla¢es to Consolidated Financial Statements, induddtem 8 of
this report.

The console, PC and handheld games that we purksimade available to consumers as packaged gasuksllf in
Blu-ray Disc, CD, DVD, cartridge or Universal Media Di®rmat) that are typically sold in retail stogesd througl
online stores (including our own online store)North America and Europe, our largest markets, elietlsese
packaged goods products primarily to retailerdpitiog mass market retailers (such as Wal-Marégtebnics
specialty stores (such as Best Buy) or game softwspecialty stores (such as GameStop). Many oPQuproducts
and related content (such as booster packs, expapatcks and smaller pieces of game content) carnba!
purchased over the Internet through digital dowtloa

Our global sales network allows us to market, @bénd distribute games for all labels in over 83ntries
throughout the world. We generated approximatelp&=zent of our North American net revenue fronedisales
to retailers in fiscal 2008, with the remaining r®tenue being generated through a limited numbspecialized
and regional distributors and rack jobbers in mirkénere we believe direct sales would not be ewdcel. Outsidt
of North America, we derive revenue primarily fralinect sales to retailers. In a few of our smatharkets, we sell
our products through distributors with whom we hageeements. We also distribute products of otberpanies
through our rack jobbing business in Switzerlan@ Ned direct sales to GameStop Corp. which repreden
approximately 13 percent and 12 percent of totatesenue in fiscal 2008 and 2007, respectively.alée had
direct sales to Wal-Mart Stores, Inc. which repnése approximately 12 percent of total net revenuescal 2008
and 13 percent of total net revenue in both fi2€&l7 and 2006, respectively.

Marketing activities conducted by the Global Puiilig Organization primarily focus on television amine
advertising, but also include print advertisingailemerchandising, website development, event spiahip, and
trade shows.

Our Central Development Services group, which i$ pour Global Publishing Organization, provides
development services to our labels, such as prddoalization, quality assurance and certificatiomtion capture,
art outsourcing and media mastering. Each sersiessential to the development and publishing ofjames. By
grouping these services together within a singefralized organization, we expect to achieve sasgings through
greater scale and efficiency, while improving themll quality of our games by providing more sapicated and
robust services than any of our labels could sastaiits own. Key components of Central Developngatiices’
strategy are outsourcing to third parties and mpwork offshore to lower-cost markets.

Competition

Our industry is intensely competitive. We competethe leisure time and discretionary spendingaofstimers with
other video game companies, as well as with othwrigers of different forms of entertainment, sashmotion
pictures, television, social networking, onlineuasentertainment and music. Our competitors vasize from
very small companies with limited resources to Marge, diversified corporations with global op@as and great
financial resources than ours.
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We also face heavy competition from other video ga@wmpanies and large media companies to obtainde
agreements for the right to use some of the irteld property included in our products. Some esthcontent
licenses are controlled by the diversified medimpanies, which, in some cases, have decided tasputbleir own
games based on popular entertainment propertieghaacontrol, rather than licensing the conters video game
company such as us.

Competition in Sales of Packaged Goods

Our packaged goods business is characterized Imotitenuous introduction of innovative new titlesdahe
development of new technologies. Competition is &lssed on product quality and features, timingrotiuct
releases, brand-name recognition, availability qumality of in-game content, access to distributtbannels,
effectiveness of marketing and price.

For sales of packaged goods, we compete directty 836ny, Microsoft and Nintendo, each of which depeand
publish software for their respective console platfs. We also compete with numerous companies whikehus,
develop and publish video games that operate @etbensoles and on PCs and handheld game playese T
competitors include Activision, Atari, Capcom, KpkKbnami, LucasArts, Midway, Namco, Sega, Take-Two
Interactive, THQ and Ubisoft. Diversified media quamies such as Fox, Disney, Time Warner, Viacom\dnendi
are also expanding their software game publishifayts.

Competition in Sales for Cellular Handsets

The wireless entertainment applications market segnfor which we develop and publish games, ronges, music
video and wallpapers for cellular handsets, is lgigobmpetitive and characterized by frequent pradhuicoductions
rapidly evolving wireless platforms and new teclugi¢s. As demand for applications continues tosiase, we
expect new competitors to enter the market andiegisompetitors to allocate more resources to ldgvand
market competing applications. As a result, we ekpempetition in the wireless entertainment madegment to
intensify.

Current and potential competitors in the wirelestegainment applications market segment includpnraedia
companies, traditional video game publishing congmrwireless carriers, wireless software providerd other
companies that specialize in wireless entertainrapplications. We also compete with wireless cangggregators
who pool applications from multiple developers (adhetimes publishers) and offer them to carrietbmugh
other sales channels. In addition, new and existorgpetitors are beginning to offer wireless eafarhent
applications on an ad-supported basis. Curren#ycansider our primary competitors in the wirelestertainment
applications market segment to be Disney, Fox MoBittertainment, Gameloft, Glu Mobile, Hands-On W&b
Namco, Sony Pictures and THQ Wirele

Competition in Online Gaming Services

The online games market segment is also highly etitn®e and characterized by frequent product mitictions,
new and evolving business models and new platfofmshe proportion of households with a broadbamthection
continues to grow, we expect new competitors teretfie market and existing competitors to allocadee
resources toward developing online games servicea. result, we expect competition in the onlinenga services
market segment to intensify.

Our current and potential competitors in the ontiaenes market segment include major media companies
traditional video game publishing companies, andganies that specialize in online games. In thesivaly

multiplayer online game business our competitoctute Atari, Midway, NC Soft, Sony and Vivendi Gasne
Competing providers of other kinds of online ganmetude MSN, Popcap, Real, AOL, Yahoo! and Nexon.

Intellectual Property

Like other entertainment companies, our businesgigficantly based on the creation, acquisitiexploitation and
protection of intellectual property. Some of thigellectual property is in the form of software epgatented
technology, and other technology and trade setltatave use to develop our games and to make
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them run properly. Other intellectual propertyrigtie form of audio-visual elements that consuroarssee, hear
and interact with when they are playing our gamewe-€all this form of intellectual property “contén

Our products embody a number of separate formstefiéctual property protection:

« The software and the content of our products apgrighted;
« Our products may use patented inventiand/ortrade secrets
* Our product brands and names may be trademarkgsfoo others

» Our products may contain voices and likenessestofs, athletes, celebrities and/or commentatohsofw
may be protected by personal publicity rights),

< Our products often contain musical compositions @eadrdings that are also copyright

Our products also may contain content licensed fotimers, such as trademarks, fictional characséosylines and
software code.

We develop products from wholly-owned intellectpedperties we create within our own studios. We alsquire
the rights to include proprietary intellectual peoty in our products through acquisitions. We @&ster into content
license agreements such as those with sports lsagekeplayer associations, movie studios and panfigr talent,
music labels, music publishers and musicians. Theseses are typically limited to use of the lised rights in
products for specific time periods. In additionr puoducts that play on game consoles, handheldseliular
handsets include technology that is owned by timsale or handset manufacturer and licensedaxahisively to u:
for use. We also license technology from provideter than console and handset manufacturers. \Weilmay
have renewal rights for some licenses, our busiardghe justification for the development of mafypur product:
is dependent on our ability to continue to obtaia intellectual property rights from the ownergtadse rights on
reasonable terms and at reasonable rates.

As with other forms of entertainment, our prodwats susceptible to unauthorized copying. We typidadistribute
our PC products using copy protection technology te license from other companies. In additiomscde
manufacturers typically incorporate security desigetheir consoles in an effort to prevent the afsenlicensed
products. Our primary protection against unautheatiase, duplication and distribution of our produst
enforcement of our copyright and trademark intaréate typically own the copyright to the softwacele as well a
the brand or title name trademark under which eadpcts are marketed. We register our copyrightsteademark:
in the United States and other countries.

Significant Relationships

Console Manufacturers

Sony. Under the terms of agreements we have enteredvith Sony Computer Entertainment Inc. and itdiafés,
we are authorized to develop and distribute disdetdasoftware products and online content compatifitethe
PlayStation 2, PLAYSTATION 3 and PSP. Pursuanh&se agreements, we engage Sony to supply PlaySati
PLAYSTATION 3 and PSP disks for our products.

Microsoft. Under the terms of agreements we have enteredvittt Microsoft Corporation and its affiliates, \aee
authorized to develop and distribute D\Hased software products and online content compaiiith the Xbox 36(

Nintendo. Under the terms of agreements we have enteredhitit Nintendo Co., Ltd. and its affiliates, wear
authorized to develop and distribute proprietarifoah format disk products and cartridges compatilith the Wii
and the Nintendo DS. Pursuant to these agreemeatsngage Nintendo to supply Wii proprietary oftioamat
disk products and Nintendo DS cartridges for oadpcts.

Wireless Carriers

We have agreements to distribute our wireless egiidins through more than 160 carriers in overdiihtries. Our
customers download our applications to their catlhlandsets and their wireless carrier
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invoices them a one-time fee or monthly subscriptee. Our carrier distribution agreements esthlilie fees to be
retained by the carrier for distributing our apgtions. These arrangements are typically terminaiblghort notice.
The agreements generally do not obligate the cartéiemarket or distribute any of our applications.

Content Licensors

Many of our products are based on or incorporat¢erta and trademarks owned by others. For exaropte,
products include rights licensed from third partiesluding major movie studios, publishers, astistuthors,
celebrities, traditional game and toy companiddetds and the major sports leagues and playessiatisns.

Inventory, Working Capital, Backlog, Manufacturing and Suppliers

For all of our labels, we manage inventory by comioating with our customers prior to the releasewfproducts
and then using our industry experience to foredastand on a product-by-product and territory-byittaty basis.
Historically, we have experienced high turnoveoof products, and the lead times on re-orders opmducts are
generally short €.9.,approximately two to three weeks). Further, asufised in “Management’s Discussion and
Analysis of Financial Condition and Results of Ggiems”, we have practices in place with our cugtsr{such as
stock balancing and price protection) that reduoglyct returns.

We typically ship orders immediately upon receif.the extent that any backlog may or may not extishe end of
a reporting period, it would be both coincidentadl@n unreliable indicator of future results of g®yiod.

In many instances, we are able to acquire matesiaks volume-discount basis. We have multiple padesources
of supply for most materials, except for the disknponent of our PLAYSTATION 3, PlayStation 2, PSil &Vii
and Nintendo DS cartridges.

Our online games and cellular handset applicatiwesielivered digitally, and therefore, are not ufaatured.

Seasonality

Our business is highly seasonal. We have histéyieaperienced our highest sales volume in thedagliseason
quarter ending in December and a seasonal lowés salume in the quarter ending in June. Staitiniscal 2008,
we began to defer the recognition of a signifianbunt of net revenue related to our online-enapéekaged
goods over an extended period of time( typically six months). As a result, the quarteminich we generate the
highest sales volume may be different than thetquar which we recognize the highest amount ofree¢nue. Ou
results can also vary based on a number of fadgtaisiding title release dates, consumer demanddoproducts,
shipment schedules and our revenue recognitiogipsli

Employees

As of March 31, 2008, we had approximately 9,0Qfutar, full-time employees, of whom over 5,100 weutside
the United States. We believe that our abilityttoaat and retain qualified employees is a critfeator in the
successful development of our products and thafudure success will depend, in large measure,usrability to
continue to attract and retain qualified employ¢ess than 3 percent of our employees, all of winark for DICE
our Swedish development studio, are representedumjon, guild or other collective bargaining orgation.

11
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Executive Officers

The following table sets forth information regamgliour executive officers as of May 23, 2008:

Name Age  Position

John S. Riccitiellc 48  Chief Executive Office

Eric F. Brown 42  Executive Vice President, Chief Financial Offit

Frank D. Gibeal 39 President, EA Games Lat

Peter Moore 53  President, EA Sports Lab

John Pleasan 42  President, Global Publishing and Chief Operatintjcof

Nancy L. SmitF 55  President, The Sims Lak

Kathy Vrabeck 45  President, EA Casual Entertainm:

Gerhard Florin 49  Executive Vice President, General Manager, Intégsnat
Publishing

Joel Linznel 56 Executive Vice President, Business and Legal Adl

Gabrielle Toledan: 41  Executive Vice President, Human Resoul

Kenneth A. Barke 41  Senior Vice President, Chief Accounting Offic

Stephen G. Bené 44  Senior Vice President, General Counsel and Corporat
Secretary

Mr. Riccitiello has served as Chief Executive Officer and a Direatdlectronic Arts since April 2007. Prior to re-
joining Electronic Arts, he was a-founder and Managing Partner at Elevation Partrsepsivate equity fund. Fro
October 1997 to April 2004, he served as PresidedtChief Operating Officer of Electronic Arts. &rto joining
Electronic Arts, Mr. Riccitiello served as Presitland Chief Executive Officer of the worldwide bakdivision at
Sara Lee Corporation. Before joining Sara Lee,dmeex] as President and CEO of Wilson Sporting G&msand
has also held executive management positions ajdtaBazs, PepsiCo, Inc. and The Clorox Company.

Mr. Riccitiello holds a B.S. degree from the Unisigy of California, Berkeley.

Mr. Brown has served as Executive Vice President, Chief [Einb®fficer since April 2008. Prior to re-joining
Electronic Arts, he served as Chief Operating @ffiand Chief Financial Officer of McAfee, Inc., ecsirity
technology company from March 2006 until March 20B&m January 2005 until March 2006, Mr. Brown was
McAfee’s Executive Vice President and Chief Finah@fficer. Mr. Brown served as President and CRiefincial
Officer of MicroStrategy Incorporated, a busineggliigence software provider, from 2000 until 2064om
October 1998 until February 2000, Mr. Brown serasdChief Financial Officer of one of EA’s businesits and
then Chief Operating Officer of EA’s studio orgaatibn in Redwood City, CA. Prior to that time, NBrown was
co-founder and Chief Financial Officer of DataSdge, Mr. Brown also held several senior finangasitions with
Grand Metropolitan from 1990 until 1995. Mr. Broweteived an M.B.A. from the Sloan School of Managetrof
the Massachusetts Institute of Technology and aiB.Shemistry from the Massachusetts Institut& ethnology.

Mr. Gibeau was named President, EA Games Label in June 20®r.t& that time, he had served as Executive
Vice President, General Manager, North America Bhlrig beginning in September 2005. From 2002 until
September 2005, he was Senior Vice President aghManerican Marketing. Mr. Gibeau has held various
publishing positions since joining the company @91. Mr. Gibeau holds a B.S. degree from the Uity of
Southern California and an M.B.A. from Santa Cldraversity.

Mr. Moore was named President, EA Sports, in September Z30r January 2003 until he joined Electronic £
Mr. Moore was with Microsoft where he served aschefaXbox marketing and was later named as Corpovate
President, Interactive Entertainment Business, i&itenent and Devices Division, a position in whiahled both
the Xbox and Games for Windows businesses. Prifminiing Microsoft, Mr. Moore was president and &hi
Operating Officer of SEGA of America, where he wasponsible for overseeing SEGA’s video game bgsiire
North America. Before joining SEGA, Mr. Moore wasrftor Vice President of Marketing at Reebok Intéorel
Ltd. Mr. Moore holds a bachelor’'s degree from Kdgfaversity, United Kingdom, and a master’s dedreen
California State University, Long Beach.
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Mr. Pleasantswas named President, Global Publishing and Chiefr&mg Officer in March 2008. Prior to joining
EA, Mr. Pleasants was an investor in, and servexhaslvisor to, various privateheld companies. From Septem
2005 until June 2007, Mr. Pleasants served asdemgsand Chief Executive Officer of Revolution Hbabroup, a
comprehensive consumer-directed healthcare comgpaosn November 1996 until September 2005, Mr. Riletss
held various senior positions at IAC/InterActive@oincluding, most recently, President and Chieddttive

Officer of Ticketmaster (a division of IAC). Mr. @dsants holds a B.A. in political science from Y@igversity and
an M.B.A. from Harvard Business School.

Ms. Smith was named President, The Sims in June 2007. Frgte@ber 2005 until June 2007, Ms. Smith was
Executive Vice President, General Manager, The $iraachise. From March 1998 until September 2008, s
served as Executive Vice President and General andlorth American Publishing. From October 1996tarch
1998, Ms. Smith served as Executive Vice Presidéaitth American Sales. She previously held thetprsbf
Senior Vice President of North American Sales argdrDution from July 1993 to October 1996 and aseV
President of Sales from 1988 to 1993. Ms. Smithatss served as Western Regional Sales ManagdXatimhal
Sales Manager since she joined Electronic Art®9Bv1 Ms. Smith holds a B.S. degree in managemeht an
organizational behavior from the University of Saancisco.

Ms. Vrabeck was named President, EA Casual Entertainment in 288y . Prior to joining Electronic Arts, from
August 1999 until April 2006, Ms. Vrabeck held \vars positions at Activision, Inc., an interactivgetainment
company, including President of Activision Publisi Executive Vice President, Global Publishing Bnaind
Management, and Executive Vice President, GlobahBimManagement. Following her departure from Asion,
Ms. Vrabeck served as a consultant with variouspaoies, including EA. Prior to joining ActivisioMs. Vrabeck
was Senior Vice President/General Manager with GpaA-oods, Inc., and also served in various margetnd
sales roles for the Pillsbury Company and heldtjprs at Quaker Oats Company and Eli Lilly & Compan

Ms. Vrabeck serves on the Board of Trustees at D&Riversity. Ms. Vrabeck received a B.A. degresf
DePauw University and an M.B.A. degree from Indi&lmaversity.

Dr. Florin has served as Executive Vice President, Publishifymericas and Europe since August 2007. From
June 2007 until August 2007, Dr. Florin served asdttive Vice President, Global Publishing. Fronpt8mber
2005 until June 2007, Dr. Florin served as Exeeuwtiice President, International Publishing, andanfrépril 2003
until September 2005, he served as Senior Vicad@nesand Managing Director, European Publishingni2001
until September 2005, he served as Vice Presitéariaging Director for European countries. Fromttie he
joined EA in 1996 until 2001, Dr. Florin was the Maging Director for German speaking countries. iagoining
EA, Dr. Florin held various positions at BMG, thelgal music division of Bertelsmann AG, and worleeda
consultant with McKinsey. Dr. Florin holds Mastersd Ph.D. degrees in Economics from the Universdity
Augsburg, Germany.

Mr. Linzner has served as Executive Vice President, Businastegal Affairs since March 2005. From April
2004 to March 2005, he served as Senior Vice Reasi@usiness and Legal Affairs. From October 2@0R&pril
2004, Mr. Linzner held the position of Senior VReesident of Worldwide Business Affairs and frony 1999 to
October 2002, he held the position of Vice PredidéiWorldwide Business Affairs. Prior to joinindeg€tronic Arts
in July 1999, Mr. Linzner served as outside litigatcounsel to Electronic Arts and several othenganies in the
video game industry. Mr. Linzner earned his J.DnfBoalt Hall at the University of California, Betley, after
graduating from Brandeis University. He is a menmdfahe Bar of the State of California and is adeditto practice
in the United States Supreme Court, the Ninth @ii€aurt of Appeals and several United States is€ourts.

Ms. Toledanohas served as Executive Vice President, Human Raes®gince April 2007. From February 2006 to
April 2007, Ms. Toledano held the position of Senfice President, Human Resources. Prior to joirttkgrtronic
Arts, Ms. Toledano worked at Siebel Systems, IramfJuly 2002 to February 2006 where she held abeunmf
positions, including Senior Vice President of HunRasources. From September 2000 to June 2002¢pledsas
Senior Director of Human Resources for Microsoftfitwation, and from September 1998 until Septeraben,

she served as Director of Human Resources and ®egrfor Microsoft. Ms. Toledano earned both her
undergraduate degree in Humanities and her gradiegtee in Education from Stanford University.
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Mr. Barker has served as Senior Vice President, Chief Accogr@ifficer since April 2006. From June 2003 to
April 2006, Mr. Barker held the position of VicedRident, Chief Accounting Officer. Prior to joinifigectronic
Arts, Mr. Barker was employed at Sun Microsysteims,, as Vice President and Corporate ControliemfiOctober
2002 to June 2003 and Assistant Corporate Controtden April 2000 to September 2002. Prior to thed,was an
audit partner at Deloitte. Mr. Barker graduatedrfrine University of Notre Dame with a B.A. degraediccounting

Mr. Bené has served as Senior Vice President, General CbamdeCorporate Secretary since October 2004. From
April 2004 to October 2004, Mr. Bené held the posiof Vice President, Acting General Counsel aodpOrate
Secretary, and from June 2003 to April 2004, hd tiet position of Vice President and Associate Gar@ounsel.
Prior to June 2003, Mr. Bené had served as intéegal counsel since joining EA in March 1995. Bené earned
his J.D. from Stanford Law School, and receivedths. in Mechanical Engineering from Rice Universir. Beng

is a member of the Bar of the State of California.

Investor Information

We file or furnish various reports, such as registn statements, periodic and current reportsgypstatements, ar
other materials with the Securities and Exchanga@ission (“SEC”). You may read and copy any malerie
file with the SEC at the SEC’s Public Reference iRad 100 F Street, NE, Washington, DC 20549. Yoy ot#ain
information on the operation of the Public RefeeeRoom by calling the SEC at 1-800-SEC-0330. Thé SE
maintains a website at www.sec.gbat contains reports, proxy and information staets, and other information
regarding issuers that file electronically with ®EC, including our filings. Our annual reports on

Form 10-K, quarterly reports on Form 10-Q and aurreports on Form 8-K, and any amendments to treyserts
filed pursuant to Section 13(a) or 15(d) of theBities Exchange Act, as amended, are availabéedfeharge on
the Investor Relations section of our website f:Hinvestor.ea.coras soon as reasonably practicable after they are
electronically filed with or furnished to the SEEXcept as expressly set forth in this Form 10-Kuahmeport, the
contents of our website are not incorporated iot@mtherwise to be regarded as part of this report.

The charters of our Audit, Compensation, and Notmgaand Governance committees of our Board of @es, as
well as our Global Code of Conduct (which includede of ethics provisions applicable to our diregtprincipal
executive officer, principal financial officer, pdipal accounting officer, and other senior finahoifficers), are
available in the Investor Relations section of waebsite at http://investor.ea.cariVe will post amendments to our
Global Code of Conduct in the Investor Relationgtiea of our website. Copies of our charters anob@l Code of
Conduct are available without charge by contaabuginvestor Relations department at (650) 628-1500

Stockholders of record may hold their shares ofammmon stock in book-entry form. This eliminatests related
to safekeeping or replacing paper stock certifedte addition, stockholders of record may reqeésttronic
movement of book-entry shares between their acaeithtour stock transfer agent and their brokeocit
certificates may be converted to book-entry shatesy time. Questions regarding this service neaglibected to
our stock transfer agent, Wells Fargo Shareowneri@s, at 1-800-468-9716 (or 1-651-450-4064 feerimational
callers) or visit their website at www.wellsfargong/shareownerservices

Iltem 1A: 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 ocourdyusiness and financial performance could bméd, our
actual results could differ materially from our expations and the market value of our stock coeldide. The risk
and uncertainties discussed below are not theamdg we face. There may be additional risks andrtaiaties not
currently known to us or that we currently do nelidéve are material that may harm our businesdiaadcial
performance.
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Our business is highly dependent on the success aahilability of video game hardware system
manufactured by third parties, as well as our abiliy to develop commercially successful products fahese
systems.

We derive most of our revenue from the sale of potsifor play on video game hardware systems (wiielalso
refer to as “platforms”) manufactured by third st such as Sony’s PlayStation 2 and PLAYSTATION 3
Microsoft’'s Xbox 360 and Nintendo’s Wii. The sucses our business is driven in large part by thammercial
success and adequate supply of these video gamedrarsystems, our ability to accurately prediciolisystems
will be successful in the marketplace, and ourigtib develop commercially successful productstfase systems.
We must make product development decisions and ¢osigmificant resources well in advance of antitga
product ship dates. A platform for which we areeleping products may not succeed or may have destide
cycle than anticipated. If consumer demand forstretems for which we are developing products islotlvan our
expectations, our revenue will suffer, we may bahla to fully recover the investments we have madkeveloping
our products, and our financial performance willhaemed. Alternatively, a system for which we hawédevoted
significant resources could be more successful tehad initially anticipated, causing us to miss @n meaningft
revenue opportunities.

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

Video game hardware systems have historically hifd aycle of four to six years, which causes tigeo game
software market to be cyclical as well. The curgymie began with Microsoft’ launch of the Xbox 360 in 2005, :
continued in 2006 when Sony and Nintendo launcheit hext-generation systems, the PLAYSTATION 3 #ral
Wii, respectively. During fiscal 2008, the installbase of each of these systems continued to expahds a resu
sales of our products for these systems have mtsedsed significantly. At the same time, howegtlemand for
video games for prior-generation systems, partigutae original Xbox and the Nintendo GameCubes tieclined
significantly. Although we expect to continue dexhg and marketing new titles for the prior-gertiera
PlayStation 2 in fiscal 2009, we only expect t@aslke one title for the original Xbox and no tifiesthe Nintendo
GameCube. As a result, we expect our sales of \gdetes for prior-generation systems to continwgetdine. The
decline in prior-generation product sales, paréidylthe PlayStation 2, may be greater or fastan thie anticipate,
and sales of products for the new platforms malptver or increase more slowly than we anticipaterdbver, we
expect development costs for the new video gantemsgsto continue to be greater on a per-title kthsis
development costs for prior-generation video gayséesns. As a result of these factors, during the several
quarters, we expect our operating results to beemolatile and difficult to predict, which coulduse our stock
price to fluctuate significantly.

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

Our business is highly seasonal, with the highastls of consumer demand and a significant pergergéour sale
occurring in the December quarter. In addition,sgek to release many of our products in conjunatiitim specific
events, such as the release of a related movhedyeginning of a sports season or major sportiegte If we miss
these key selling periods for any reason, inclugiraguct delays or delayed introduction of a neatfptrm for
which we have developed products, our sales wifesualisproportionately. Likewise, if a key eventwhich our
product release schedule is tied were to be delayedncelled, our sales would also suffer dispriqaately. Our
ability to meet product development schedulesfiscétd by a number of factors, including the creafirocesses
involved, the coordination of large and sometimesgyaphically dispersed development teams reqbiyetie
increasing complexity of our products and the plaifs for which they are developed, and the nedithéstune our
products prior to their release. We have experignierelopment delays for our products in the palich caused
us to push back release dates. In the future,ahyd to meet anticipated production or releasedales would
likely result in a delay of revenue and/or possiblsignificant shortfall in our revenue, harm otoffability, and
cause our operating results to be materially difiethan anticipated.
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Our business is intensely competitive an“hit” driven. If we do not continue to deliverhit” products and
services or if consumers prefer our competitors’ poducts or services over our own, our operating resis
could suffer.

Competition in our industry is intense and we expewv competitors to continue to emerge in the éthBtates and
abroad. While many new products and services ardady introduced, only a relatively small numloérhit” titles
accounts for a significant portion of total revemu®ur industry. Hit products or services offelgdour competitors
may take a larger share of consumer spending tleaanticipate, which could cause revenue generated dur
products and services to fall below expectatiohsut competitors develop more successful prodoctervices,
offer competitive products or services at lowecenoints or based on payment models perceiveffaxing a
better value proposition (such as pay-for-playurseription-based models), or if we do not contitmdevelop
consistently high-quality and well-received produahd services, our revenue, margins, and prditiaiill

decline.

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

In an effort to streamline our internal decisionking processes, improve our global focus, and acatd the
process of bringing new ideas to market, we hawegemized our business into several new divisiondding four
new labels. The reorganization presents a numbengding operational challenges, which, if not sstully
managed, could cause our operating results torsaftbe near-term and/or delay or inhibit the aiptited benefits
of the reorganization. Implementing any reorgamirahecessarily requires time and focus from adkle of the
organization — time and focus that may be takenydwan other business needs. For example, as oplogees
assume new responsibilities under the new structine@ responsibilities under the old structureymat be
successfully re-assigned or adequately addressedhwould result in operational problems that rtiegéy impact
our financial condition and operating results. $amy, as our employees’ roles and responsibilitieange in a new
structure, it is possible that we could experieacgeater loss of key personnel than we have aalty.

Technology changes rapidly in our business and ifevfail to anticipate or successfully implement new
technologies or the manner in which people play ougames, the quality, timeliness and competitivenes$ our
products and services will suffer.

Rapid technology changes in our industry requirtowanticipate, sometimes years in advance, wieichrtologies
we must implement and take advantage of in ordarake our products and services competitive inmheket.
Therefore, we usually start our product developmetit a range of technical development goals thatape to be
able to achieve. We may not be able to achieveetbeals, or our competition may be able to achibgen more
quickly and effectively than we can. In either camdér products and services may be technologidaiérior to our
competitors’, less appealing to consumers, or Hbthe cannot achieve our technology goals witthie driginal
development schedule of our products and serviobes,we may delay their release until these tedgyofjoals can
be achieved, which may delay or reduce revenudremedase our development expenses. Alternativedymay
increase the resources employed in research amdopavent in an attempt to accelerate our developwfamew
technologies, either to preserve our product arisetaunch schedule or to keep up with our contipeti which
would increase our development expenses.

The video game hardware manufacturers set the roysl rates and other fees that we must pay to publish
games for their platforms, and therefore have sigificant influence on our costs. If one or more of thse
manufacturers change their fee structure, our profiability will be materially impacted.

In order to publish products for a video game systech as the Xbox 360, PLAYSTATION 3 or Wii, we shtake
a license from the manufacturer, which gives itdpportunity to set the fee structure that we npastin order to
publish games for that platform. Similarly, certaianufacturers have retained the flexibility to mipa their fee
structures, or adopt different fee structures fdine gameplay and other new features for theisotes. The contr
that hardware manufacturers have over the feetatesfor their platforms and

16




Table of Contents

online access could adversely impact our costsitabdity and margins. Because publishing proddotsvideo
game systems is the largest portion of our busjrassincrease in fee structures would signifigahirm our
ability to generate revenues and/or profits.

The video game hardware manufacturers are among owhief competitors and frequently control the
manufacturing of and/or access to our video game pducts. If they do not approve our products, we wilbe
unable to ship to our customers.

Our agreements with hardware licensors (such ag ®orthe PLAYSTATION 3, Microsoft for the Xbox 36@nd
Nintendo for the Wii) typically give significant otrol to the licensor over the approval and manuifég of our
products, which could, in certain circumstanceayéeus unable to get our products approved, manuétand
shipped to customers. These hardware licensomlszeamong our chief competitors. Generally, cdrafdhe
approval and manufacturing process by the hardii@esors increases both our manufacturing leadgiemd cost
as compared to those we can achieve independivitije we believe that our relationships with ourdveare
licensors are currently good, the potential fosthikcensors to delay or refuse to approve or nautufe our
products exists. Such occurrences would harm osinbss and our financial performance.

We also require compatibility code and the conséiicrosoft, Sony and Nintendo in order to incluaidine
capabilities in our products for their respectilatforms. As online capabilities for video gametsyss become
more significant, Microsoft, Sony and Nintendo abtéstrict the manner in which we provide onlinpatailities for
our products. If Microsoft, Sony or Nintendo refdge approve our products with online capabilibesignificantly
impacted the financial terms on which these sesvare offered to our customers, our business dmiltermed.

If we are unable to maintain or acquire licenses tintellectual property, we will publish fewer hit titles and
our revenue, profitability and cash flows will decine. Competition for these licenses may make themare
expensive and reduce our profitability.

Many of our products are based on or incorpordtdlé@ctual property owned by others. For example, A
SPORTS products include rights licensed from msgarts leagues and players’ associations. Simjlergny of
our other hit franchises, such as The GodfathemyHotter and Lord of the Rings, are based onfikeyand
literary licenses. Competition for these licenseimiense. If we are unable to maintain these $iesror obtain
additional licenses with significant commercialul our revenues and profitability will declinersficantly.
Competition for these licenses may also drive epativances, guarantees and royalties that we raygoghe
licensor, which could significantly increase oustsoand reduce our profitability.

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

Our business is subject to risks that are geneaabyciated with the entertainment industry, mdnwyhich are
beyond our control. These risks could negativelgadnt our operating results and include: the pofiylasrice and
timing of our games and the platforms on which they played; economic conditions that adverselkycaff
discretionary consumer spending; changes in consdaeraographics; the availability and popularityottier forms
of entertainment; and critical reviews and puldistes and preferences, which may change rapidlgamubt
necessarily be predicted.

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

The market for technical, creative, marketing atiteppersonnel essential to the development an#latiag of our
products and management of our businesses is elframmpetitive. Our leading position within thédractive
entertainment industry makes us a prime targetefomuiting of executives and key creative talehivé cannot
successfully recruit and retain the employees veg ner replace key employees following their dapartour abilit
to develop and manage our business will be impaired
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Acquisitions, investments and other strategic transctions could result in operating difficulties, diltion to our
investors and other negative consequences.

We have engaged in, evaluated, and expect to eant;mengage in and evaluate, a wide array of fiatestrategic
transactions, including (i) acquisitions of comganibusinesses, intellectual properties, and atbeets, (ii) minorit
investments in strategic partners, and (jii) inrre=tts in new interactive entertainment businedsegxample,
online and mobile games). Any of these strategicdactions could be material to our financial ctadiand results
of operations. Although we regularly search for appnities to engage in strategic transactionsgnag not be
successful in identifying suitable opportunitiese Wiay not be able to consummate potential acquisitbr
investments or an acquisition or investment wealtsammate may not enhance our business or mayasecrathe
than increase our earnings. The process of acquarid integrating a company or business, or sutdyss
exploiting acquired intellectual property or otlasssets, could divert a significant amount of resesias well as our
management’s time and focus and may create unfamegeerating difficulties and expenditures, patédy for a
large acquisition. Additional risks and variatiafghe foregoing risks we face include:

* The need to implement or remediate controls, praesdand policies appropriate for a public comparan
acquired company that, prior to the acquisitionkéal these controls, procedures and poli

 Cultural challenges associated with integrating leyges from an acquired company or business into ou
organization

« Retaining key employees and maintaining the keyness and customer relationships of the businegses
acquire,

* The need to integrate an acquired compsuagcounting, management information, human rescamd othe
administrative systems to permit effective manageraad timely reporting

» The possibility that we will not discover importdatts during due diligence that could have a nlter
adverse impact on the value of the businesses qéra¢anc

« Potential impairment charges incurred to write ddkancarrying amount of intangible assets generaseal
result of an acquisitior

« Litigation or other claims in connection with, ahieritance of claims or litigation risks as a rési an
acquisition, including claims from terminated emyaes, customers or other third part

« Significant accounting charges resulting from tbmpletion and integration of a sizeable acquisitod
increased capital expenditur:

« Significant acquisition-related accounting adjustiseparticularly relating to an acquired company’s
deferred revenue, that may cause reported revanuprafits of the combined company to be lower ttren
sum of their star-alone revenue and profit

« The possibility that the combined company would aadtieve the expected benefits, including any gatiec
operating and product synergies, of the acquis@®aquickly as anticipate

» The possibility that the costs of, or operation#fiailties arising from, an acquisition would beegter than
anticipated

» To the extent that we engage in strategic transasutside of the United States, we face additiasies,
including risks related to integration of operasatross different cultures and languages, curresky and
the particular economic, political and regulatasks associated with specific countries, |

« The possibility that a change of control of a compae acquire triggers a termination of contractural
intellectual property rights important to the opna of its business

Future acquisitions and investments could alsolirevthe issuance of our equity and equity-linkecusities
(potentially diluting our existing stockholderd)gtincurrence of debt, contingent liabilities oraatization
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expenses, write-offs of goodwill, intangibles, ogaired in-process technology, or other increaseth @and non-
cash expenses such as stock-based compensatioof Are/foregoing factors could harm our financiahdition or
prevent us from achieving improvements in our feiahcondition and operating performance that cddde
otherwise been achieved by us on a stalode basis. Our stockholders may not have thertyity to review, vote
on or evaluate future acquisitions or investments.

If patent claims continue to be asserted against ug/e may be unable to sustain our current businegaodels
or profits, or we may be precluded from pursuing n&v business opportunities in the future.

Many patents have been issued that may apply telwisgsed game technologies, or to potential newesad
delivering, playing or monetizing game softwaredurcts. For example, infringement claims under masyed
patents are now being asserted against interasxift@are or online game sites. Several such claiave been
asserted against us. We incur substantial expémsesluating and defending against such claingandiess of the
merits of the claims. In the event that there d&egermination that we have infringed a third-padyent, we could
incur significant monetary liability and be prevedifrom using the rights in the future, which contbatively
impact our operating results. We may also disctivatr future opportunities to provide new and inrnisweamodes of
game play and game delivery to consumers may hdudied by existing patents that we are unablecenBe on
reasonable terms.

Other intellectual property claims may increase ourmproduct costs or require us to cease selling affier
products.

Many of our products include extremely realistiagnical images, and we expect that as technologtynuees to
advance, images will become even more realistimeSof the images and other content are based bwoekl
examples that may inadvertently infringe upon titellectual property rights of others. Although bedieve that we
make reasonable efforts to ensure that our prodiectsot violate the intellectual property rightsotfiers, it is
possible that third parties still may claim infrergent. From time to time, we receive communicatfoms third
parties regarding such claims. Existing or futunfeimgement claims against us, whether valid or n@ty be time
consuming and expensive to defend. Such claimisigations could require us to stop selling theeaféd products,
redesign those products to avoid infringement,liaio a license, all of which would be costly aradrh our
business.

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

We are currently, and from time to time in the fetmay become, subject to legal proceedings, clditigmtion anc
government investigations or inquiries, which colddexpensive, lengthy, and disruptive to normalress
operations. In addition, the outcome of any legatpedings, claims, litigation, investigations mguiries may be
difficult to predict and could have a material acbeeeffect on our business, operating resultsnantial condition.

Our business, our products and our distribution aresubject to increasing regulation of content, consner
privacy, distribution and online hosting and delivey in the key territories in which we conduct busiress. If we
do not successfully respond to these regulationgjmbusiness may suffer.

Legislation is continually being introduced thatynadfect both the content of our products and th&tribution. Fo
example, data and consumer protection laws in thited States and Europe impose various restricoonsur web
sites. Those rules vary by territory although thterinet recognizes no geographical boundaries.r@thmtries,
such as Germany, have adopted laws regulating moloéeh in packaged games and those transmittettioge
Internet that are stricter than current United &3tdaws. In the United States, the federal andrakstate
governments are continually considering conteritict®ns on products such as ours, as well asicésns on
distribution of such products. For example, redegislation has been adopted in several statesce@uld be
proposed at the federal level, that prohibits ile sf certain gamese(g., violent games or those with “M
(Mature)” or “AO (Adults Only)” ratings) to minor&ny one or more of these factors could harm owirmss by
limiting the products we are able to offer to oustwmers, by limiting the size of the potential kearfor our
products, and by requiring costly additional diffietiation between products for different territerte address
varying regulations.
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If one or more of our titles were found to contairhidden, objectionable content, our business couldiffer.

Throughout the history of our industry, many vidgones have been designed to include certain hicloleient and
gameplay features that are accessible throughsthefuin-game cheat codes or other technologicahméhat are
intended to enhance the gameplay experience. Honieveeveral recent cases, hidden content or fesitutave bee
found to be included in other publishers’ produmtsan employee who was not authorized to do s @mboutside
developer without the knowledge of the publisheonktime to time, some hidden content and feathes®
contained profanity, graphic violence and sexueMplicit or otherwise objectionable material. Ifeav cases, the
Entertainment Software Ratings Board (“ESRB”) heected to discoveries of hidden content and fesitoye
reviewing the rating that was originally assignedrte product, requiring the publisher to changeghme
packaging and/or fining the publisher. Retailergehan occasion reacted to the discovery of suctidmndontent by
removing these games from their shelves, refusirggll them, and demanding that their publishecgjgicthem as
product returns. Likewise, consumers have reactélet revelation of hidden content by refusing tocpase such
games, demanding refunds for games they’ve alrpatshased, and refraining from buying other gamasighed
by the company whose game contained the objectiomahterial.

We have implemented preventative measures destgmeduce the possibility of hidden, objectionatbatent
from appearing in the video games we publish. Nwless, these preventative measures are subjectrtan error,
circumvention, overriding, and reasonable resouorestraints. In addition, to the extent we acqaicompany
without similar controls in place, the possibildf/hidden, objectionable content appearing in vigames developi
by that company but for which we are ultimatelyp@ssible could increase. If a video game we pubtisivere
found to contain hidden, objectionable content,BE&&RB could demand that we recall a game and chigsge
packaging to reflect a revised rating, retailersldoefuse to sell it and demand we accept theneaifiany unsold
copies or returns from customers, and consumeils cefuse to buy it or demand that we refund thedney. This
could have a material negative impact on our opegaesults and financial condition. In additiony eeputation
could be harmed, which could impact sales of otitgo games we sell. If any of these consequenees te occut
our business and financial performance could beifsggntly harmed.

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

Products such as ours are extremely complex sadtpargrams, and are difficult to develop, manufecand
distribute. We have quality controls in place ttedédefects in the software, media and packadimgiioproducts
before they are released. Nonetheless, theseyaoatitrols are subject to human error, overridany] reasonable
resource constraints. Therefore, these qualityrotnaind preventative measures may not be effettidetecting
defects in our products before they have been dejped and released into the marketplace. In sugvamt, we
could be required to recall a product, or we mag it necessary to voluntarily recall a productl/an scrap
defective inventory, which could significantly haouar business and operating results.

Our international net revenue is subject to curreng fluctuations.

For the fiscal year ended March 31, 2008, inteamati net revenue comprised 47 percent of our tathtevenue.
We expect foreign sales to continue to accounafsignificant portion of our total net revenue. I$8ales may be
subject to unexpected regulatory requirementdfsaand other barriers. Additionally, foreign sabes primarily
made in local currencies, which may fluctuate asfdine U.S. dollar. We use foreign exchange forveamtracts to
mitigate some foreign currency risk associated ¥atkign currency denominated assets and liaksligpgimarily
certain intercompany receivables and payables)faom, time to time, foreign currency option contsato hedge
foreign currency forecasted transactions (primaglgted to a portion of the revenue and expenseerdinated in
foreign currency generated by our operational sliéses). However, these activities do not fullptect us from
foreign currency fluctuations and, can themselvesylt in losses. Accordingly, our results of opierss, including
our reported net revenue and net income, and fiaeoendition can be adversely affected by unfabtedoreign
currency fluctuations, particularly the Euro, Biftipound sterling and Canadian dollar.
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Changes in our tax rates or exposure to additionahx liabilities could adversely affect our earningsand
financial condition.

We are subject to income taxes in the United Statelsin various foreign jurisdictions. Significgntlgment is
required in determining our worldwide provision focome taxes, and, in the ordinary course of agiriess, there
are many transactions and calculations where timaitke tax determination is uncertain.

We are also required to estimate what our tax abbigs will be in the future. Although we believer dax estimates
are reasonable, the estimation process and aplglitzats are inherently uncertain, and our estimatesot binding
on tax authorities. Our effective tax rate couldadeersely affected by our profit level, by changesur business «
changes in our structure resulting from the reamgdion of our business and operating structuranges in the mix
of earnings in countries with differing statutoaxtrates, changes in the elections we make, chamggmplicable ta
laws as well as other factors. Further, our tarmhinations are regularly subject to audit by tatharities and
developments in those audits could adversely affecincome tax provision. Should our ultimate liakility
exceed our estimates, our income tax provisionrextdncome or loss could be materially affected.

We incur certain tax expenses that do not decliopgrtionately with declines in our consolidated{ax income o
loss. As a result, in absolute dollar terms, oxrebgpense will have a greater influence on ourctiffe tax rate at
lower levels of pre-tax income or loss than higleeels. In addition, at lower levels of pre-taxanee or loss, our
effective tax rate will be more volatile.

We are also required to pay taxes other than indemes, such as payroll, sales, use, value-adéeavarth,
property and goods and services taxes, in botitied States and various foreign jurisdictions. &ve regularly
under examination by tax authorities with respedhese non-income taxes. There can be no assutwtdbe
outcomes from these examinations, changes in @inéss or changes in applicable tax rules willhate an
adverse effect on our earnings and financial candit

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

As we expand our international operations, adopt peducts and new distribution models, implemérarges to
our operating structure or undertake intercompaaystactions in light of changing tax laws, expirmgngs,
acquisitions and our current and anticipated bgsimad operational requirements, our tax expendd awcrease.
For example, in the fourth quarter of fiscal 208@, repatriated $375 million under the American Jobsation Act
of 2004. As a result, we recognized an additiom&-tme tax expense in fiscal 2006 of $17 million.

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

As a result of the enactment of the Sarbanes-Oxétyand the review of accounting policies by theCSdnd
national and international accounting standardsdsothe frequency of accounting policy changes awaglerate.
For example, as discussed in Note 10 of the Not€onsolidated Financial Statements, FIN No. 48dffested the
way we account for income taxes and may have ariabit@pact on our financial results. Our adoptafrStatemen
of Financial Accounting Standard (“SFAS”) No. 14) {RIl have a material impact on our ConsolidatéaalRcial
Statements for material acquisitions consummate &farch 29, 2009. Similarly, changes in accounsitandards
relating to stock-based compensation require usdognize significantly greater expense than weltesh
recognizing prior to the adoption of the new staddhikewise, policies affecting software revenaeagnition hawv
and could further significantly affect the way weaunt for revenue related to our products andicesyFor
example, we expect a more significant portion afgames will be online-enabled in the future andcaeld be
required to recognize the related revenue ovextnded period of time rather than at the timeaté sAs we
enhance, expand and diversify our business anduptadferings, the application of existing or fugfinancial
accounting standards, particularly those relatinthe way we account for revenue and taxes, ccave h
significant adverse effect on our reported resaltfsough not necessarily on our cash flows.
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The majority of our sales are made to a relativelgmall number of key customers. If these customersduce
their purchases of our products or become unable tpay for them, our business could be harmed.

In our fiscal year ended March 31, 2008, over A2 ¢mat of our U.S. sales were made to seven kepegss. In
Europe, our top ten customers accounted for apmrabely 32 percent of our sales in that territoryirtyithe year
ended March 31, 2008. Worldwide, we had directssaddwo customers, GameStop Corp. and Wal-MareSto
which represented approximately 13 percent andet@emt, respectively, of total net revenue in tharyended
March 31, 2008. Though our products are availableonhsumers through a variety of retailers, theceatration of
our sales in one, or a few, large customers caad to a short-term disruption in our sales if onenore of these
customers significantly reduced their purchaseseased to carry our products, and could make us mdnerable
to collection risk if one or more of these largstoumers became unable to pay for our products. tieadilly, our
receivables from these large customers increaséisantly in the December quarter as they stockasghe holida
selling season. Also, having such a large portioouo total net revenue concentrated in a few custs could
reduce our negotiating leverage with these custemer

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

Software piracy is a persistent problem, partidylar countries where laws are less protectiventéliectual
property rights. The global expansion of organigidte operations, the proliferation of technolatpsigned to
circumvent the protection measures we use in aaymts, the availability of broadband access tdrternet and
the ability to download pirated copies of our garitem various Internet sites and through peer-terphannels,
and the widespread proliferation of Internet cafeisg pirated copies of our products, all have itouated to
ongoing and expanding piracy. Though we take lagditechnical steps to make the unauthorized cgmyal
distribution of our products more difficult, as tte manufacturers of consoles on which our ganeglayed, these
efforts may not be successful in controlling thepy of our products. These factors could havegatiee effect on
our growth and profitability in the future.

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

The market price of our common stock historicakys tbeen, and we expect will continue to be, sultjesignificant
fluctuations. These fluctuations may be due todie@cspecific to us (including those discussed érisk factors
above as well as others not currently known torubat we currently do not believe are materia)changes in
securities analysts’ earnings estimates or ratitoggyr results or future financial guidance fajlinelow our
expectations and analysts’ and investors’ expextatito factors affecting the entertainment, compwoftware,
Internet, media or electronics industries, to duilityt to successfully integrate any acquisitions may make, or to
national or international economic conditions.

Item 1B: Unresolved Staff Commen

None.
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Item 2: Properties

The following diagram depicts the locations of awst significant facilities throughout the world:
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We currently own a 418,000-square-foot product graent studio facility in Burnaby, British ColunghiCanada.
We also own a 122,000-square-foot administratigksssand development facility in Chertsey, Englavidch we
no longer occupy. In addition to the propertiesomen, we lease approximately 3.1 million square tddacilities,
including significant leases for our headquartarRédwood City, California, our studios in Los Afeg California
and Orlando, Florida, and our distribution centetauisville, Kentucky. Our leased space is sumpeatias follows
(in square feet):

North
Purpose America Europe Asia Total
Distribution 250,00( 124,50¢ — 374,50¢
Sales & Administrative 741,94( 256,24. 93,68t 1,091,86:
Research and Developme 1,403,40. 182,33« 90,57¢ 1,676,31
Total Leased Square Foote 2,395,34. 563,08 184,26: 3,142,69.

Redwood City Headquarters

In February 1995, we entered into a build-to-sedisk (“Phase One Lease”) with a third-party leBsaour
headquarters facilities in Redwood City, Califor(fi@hase One Facilities”). The Phase One Facilt@nprise a
total of approximately 350,000 square feet and idegpace for sales, marketing, administrationrasdarch and
development functions. In July 2001, the lessdnaefced the Phase One Lease with Keybank Natiossb@ation
through July 2006. The Phase One Lease expiremimdy 2039, subject to early termination in therghe
underlying financing between the lessor and itsléga is not extended. Subject to certain termscanditions, we
may purchase the Phase One Facilities or arramghdsale of the Phase One Facilities to a thardyp

Pursuant to the terms of the Phase One Lease, weedmaoption to purchase the Phase One Facilitiasyatime for
a purchase price of $132 million. In the event shke to a third party, if the sale price is ldsemt$132 million, we
will be obligated to reimburse the difference bedw¢he actual sale price and $132 million, up teaximum of
$117 million, subject to certain provisions of filease One Lease, as amended.

On May 26, 2006, the lessor extended its loan im@nunderlying the Phase One Lease with its lentt@ough
July 2007, and on May 14, 2007, the lenders exigtitis financing again for an additional year thgbuuly 2008.
On April 14, 2008, the lenders extended the finagdor another year through July 2009.
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At any time prior to the expiration of the finangim July 2009, we may re-negotiate the lease hededlated
financing arrangement. We account for the Phasel@ase arrangement as an operating lease in acoerdéth
SFAS No. 13, ‘Accounting for Leases as amended.

In December 2000, we entered into a second buikliiblease (“Phase Two Lease”) with Keybank Nadlon
Association for a five and one-half year term bagig in December 2000 to expand our Redwood Cigfif@nia
headquarters facilities and develop adjacent ptpgdPhase Two Facilities”). Construction of thea®ke Two
Facilities was completed in June 2002. The Phase Hacilities comprise a total of approximately 300 square
feet and provide space for sales, marketing, adtnation and research and development functiorigesuto
certain terms and conditions, we may purchase llasdéTwo Facilities or arrange for the sale ofRhase Two
Facilities to a third party.

Pursuant to the terms of the Phase Two Lease, weedraoption to purchase the Phase Two Facilitiesatime fo
a purchase price of $115 million. In the event shke to a third party, if the sale price is ldemt$115 million, we
will be obligated to reimburse the difference bedw¢he actual sale price and $115 million, up teaximum of
$105 million, subject to certain provisions of fPlease Two Lease, as amended.

On May 26, 2006, the lessor extended the PhaselBase through July 2009 subject to early termimaiticthe
event the underlying loan financing between thedesnd its lenders is not extended. Concurrenitly the
extension of the lease, the lessor extended theflioancing underlying the Phase Two Lease witleitslers
through July 2007. On May 14, 2007, the lendersrektd this financing again for an additional yéaough July
2008. On April 14, 2008, the lenders extended itenicing for another year through July 2009. At time prior to
the expiration of the financing in July 2009, weyma-hegotiate the lease and the related financing gemment. Wi
account for the Phase Two Lease arrangement ggegiating lease in accordance with SFAS No. 13nanaed.

We believe that, as of March 31, 2008, the estith&t values of both properties under these opegd¢ases
exceeded their respective guaranteed residualsalue

Guildford, Orlando, Los Angeles and Vancouver Stodi Louisville Distribution Center

In February 2006, we entered into an agreementavittndependent third party to lease a facilitginldford,
Surrey, United Kingdom, which commenced in June6288d will expire in May 2016. The facility compsa tote
of approximately 95,000 square feet, which we wsafiministrative, sales and development functiGns.rental
obligation under this agreement is approximatel§ #dllion over the initial ten-year term of the &ea

In June 2004, we entered into a lease agreemeefaed in December 2005, with an independent ttartydor a
studio facility in Orlando, Florida. The lease coemuoed in January 2005 and expires in June 2010,omig five-
year option to extend the lease term. The campuilitifss comprise a total of 140,000 square feat provide spac
for research and development functions. Our restibdjation over the initial five-and-a-half yearrneof the lease is
$15 million.

In July 2003, we entered into a lease agreemehtavitindependent third party (the “Landlord”) fostadio facility
in Los Angeles, California, which commenced in ®etin2003 and expires in September 2013 with twe-figar
options to extend the lease term. Additionally,hage options to purchase the property after fivktan years
based on the fair market value of the properthatdate of sale, a right of first offer to purch#se property upon
terms offered by the Landlord, and a right to shiatbe profits from a sale of the property. Exigticampus
facilities comprise a total of 243,000 square fa&l provide space for research and developmentidumsc Our
rental obligation under this agreement is $50 onllover the initial ten-year term of the lease sTd@mmitment is
offset by expected sublease income of $6 milliarefsublease to an affiliate of the Landlord of0D®, square feet
of the Los Angeles facility, which commenced in @xtr 2003 and expires in September 2013, with optad early
termination by either party after October 2008.

In October 2002, we entered into a lease agreeméhtan independent third party for a studio fiagiin
Vancouver, British Columbia, Canada, which commerineMay 2003 and expires in April 2013. We amentiex
lease in October 2003. The facility comprises altot approximately 65,000 square feet and
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provides space for research and development furectidur rental obligation under this agreemenpgaximately
$16 million over the initial ten-year term of treake.

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

In addition to the properties discussed above, aw lother properties under lease which have bedundied in our
restructuring costs as discussed in Note 6 of thedto Consolidated Financial Statements inclunlégm 8 of
this report. While we continually evaluate our filgirequirements, we believe that suitable additioor substitute
space will be available as needed to accommodatiiture needs.

Item 3: Legal Proceeding:

We are subject to claims and litigation arisinghia ordinary course of business. We do not belibaeany liability
from any reasonably foreseeable disposition of slamims and litigation, individually or in the aggate, would
have a material adverse effect on our consolidi@@dcial position or results of operations.

Item 4: Submission of Matters to a VVote of Security Hold¢

There were no matters submitted to a vote of ocurity holders during the quarter ended March 30&
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PART Il

Item 5: Market for Registran’'s Common Equity, Related Stockholder Matters arsslier Purchases of Equity
Securities

Market Information

Our common stock is traded on the NASDAQ Globak8eMarket under the symbol “ERTS”. The followirabte
sets forth the quarterly high and low sales prieeghare of our common stock from April 1, 200&tlgh
March 31, 2008.

Prices
High Low

Fiscal Year Ended March 31, 20(

First Quarte! $57.8C $39.9¢

Second Quarte 57.7¢ 41.37

Third Quartel 59.8t 50.21

Fourth Quarte 54.4:  47.9¢
Fiscal Year Ended March 31, 20(

First Quartel $54.67 $46.2i

Second Quarte 57.0¢ 47.5¢

Third Quartel 61.6z 53.2¢

Fourth Quarte 58.8¢ 43.6:

Holders

There were approximately 1,694 holders of recordusfcommon stock as of May 16, 2008, and the tpprice of
our common stock was $49.60 per share as repoytdtetNASDAQ Global Select Market. In addition, believe
that a significant number of beneficial owners of common stock hold their shares in street name.

Dividends

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

The following information shall not be deemed to*fked” with the Securities and Exchange Commissimr shall
this information be incorporated by reference iy future filing under the Securities Act of 1938,amended, or
the Securities Exchange Act of 1934, as amendegpexo the extent that we specifically incorpoiiaitey referenc
into a filing.

The following graph shows a five-year comparisocuwhulative total returns during the period fromrbta31,
2003 through March 31, 2008, for our common sttioé, NASDAQ Market Composite Index, the S&P 500 kde
(to which EA was added in July 2002) and the RD@hfelogy Composite Index, each of which assumenital
value of $100. Each measurement point is as oétigeof each fiscal year ended March 31. The pedara of our
stock depicted in the following graph is not neegibg indicative of the future performance of otwek.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Electronic Arts Inc., The NASDAQ Compositeléx,
The S&P 500 Index and The RDG Technology Compdsiex
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* $100 invested on March 31, 2003 in stock or indetuding reinvestment of dividends. Fiscal yeadiag March 31.

March 31,
2003 2004 2005 2006 2007 2008
Electronic Arts Inc $10C $18% $177 $187 $172 $17C
S&P 500 10C 13¢ 144 161 18C 171
NASDAQ Composite 10C 151 152 181 19C 177
RDG Technology Composi 10C 14¢ 144 171 17¢€ 16¢
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Iltem 6: Selected Financial Dat:

ELECTRONIC ARTS INC. AND SUBSIDIARIES

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

Year Ended March 31,

STATEMENTS OF OPERATIONS DATA 2008 2007@ 2006 2005 2004
Net revenue $3,665 $3,091 $2,951 $3,12¢ $2,957
Cost of goods sol 1,808 1,21z 1,181 1,197 1,102
Gross profi 1,86C 1,87¢ 1,77C 1,93: 1,85¢
Operating expense
Marketing and sale 58¢ 46€ 431 391 37C
General and administrati 33¢ 28¢ 21t 221 18t
Research and developmt 1,145 1,041 75€ 633 511
Amortization of intangible: 34 27 7 3 3
Acquired ir-process technolog 13€ 3 8 13 —
Restructuring charge 10¢ 15 26 2 9
Total operating expens: 2,347 1,84C 144 1,265 1,07¢
Operating income (los! (487) 39 32t 66¢ 77€
Losses on strategic investme (11¢) — — — —
Interest and other income, r 98 99 64 56 21
Income (loss) before provision for (benefit fromgdme taxes ani
minority interes! (507) 13¢€ 38¢ 712% 797
Provision for (benefit from) income tax (53 66 147 221 22(
Income (loss) before minority intere (4549 72 242 504 577
Minority interest — 4 (6) — —
Net income (loss $(4549) $ 76 $ 23€ $ 504 $ 577
Net income (loss) per shal
Basic $(1.45) $ 028 $0.7¢ $ 165 $ 1.9t
Diluted $(1.45) $024 $0.75 $15¢ $ 1.87
Number of shares used in computati
Basic 314 30¢ 304 30& 29t
Diluted 314 317 314 31¢ 30¢
BALANCE SHEET DATA
Cash and cash equivalel $1,55¢ $1,371 $1,24: $1,27C $2,15(
Shor-term investment 734 1,26/ 1,03C 1,68¢ 264
Marketable equity securitie 72¢ 341 16C 14C 1
Working capital 2,62¢ 2,571 2,14 2,89¢ 2,18¢
Total asset 6,05¢ 5,14¢ 4,38¢ 4,37C 3,46¢
Long-term liabilities 421 88 97 54 42
Total liabilities 1,72C 1,11¢ 96€ 861 78€
Minority interest — — 12 11 —
Total stockholdel' equity 4,33¢ 4,03z 3,40¢ 3,49¢ 2,67¢

@  Beginning in fiscal 2007, we adopted Statementiofficial Accounting Standard No. 123 (revised 2004)
(“SFAS No. 123(R)"), “Share-Based Paymentihich requires us to begin expensing stock-based
compensation. See Note 12 of the Notes to Congelidéinancial Statements for a detailed functidinak-
item breakdown of our sto-based compensation exper
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Item 7: Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations

OVERVIEW

The following overview is a top-level discussionafr operating results as well as some of the semdl drivers
that affect our business. Management believesathainderstanding of these trends and drivers isitapt in order
to understand our results for the fiscal year eridarth 31, 2008, as well as our future prospedtss Summary is
not intended to be exhaustive, nor is it intenaebd a substitute for the detailed discussion auadlyais provided
elsewhere in this Form 10-K, including in the “Busss” section and the “Risk Factors” above, thearader of
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations”, or the Coidstéd
Financial Statements and related notes.

About Electronic Arts

We develop, market, publish and distribute videmgaoftware and content that can be played by coasion a
variety of platforms, including video game consdisch as the Sony PlayStati®r2 and PLAYSTATION® 3,
Microsoft Xbox 360™ and Nintendo Wii™), personal computers, handheld game players @sithe PlayStatiofi
Portable (“PSP™ ") and the Nintendo D) and cellular handsets. Some of our games arel lmaseontent that we
license from others€.g., Madden NFL Football, Harry Potter and FIFA Sogcand some of our games are based
on our own wholly-owned intellectual propertg.g., The Sims™ , Need for Spee® and POGOM). Our goal is t
publish titles with global mass-market appeal, watoéten means translating and localizing them &b & non-
English speaking countries. In addition, we alderapt to create software game “franchistsit allow us to publis
new titles on a recurring basis that are basedesame property. Examples of this franchise aprage the
annual iterations of our sports-based produetg( Madden NFL Football, NCA®R Football and FIFA Soccer),
wholly-owned properties that can be successfulijusted (e.g., The Sims, Need for Speed and Battlefield) and
tittes based on long-lived literary and/or movieperties (.9., Lord of the Rings and Harry Potter).

Special Note Regarding Deferred Net Revenue

The ubiquity of high-speed Internet access andregration of network connectivity into new gerteda game
consoles are expected to continue to increase dkfoagames with online-enabled features. To aduditeis
demand, many of our software products are develogthdthe ability to be connected to, and playea the
Internet. In order for consumers to participatemtine communities and play against one anothethgdnternet, w
(either directly or through outsourced arrangemeuitis third parties) maintain servers which supgrtonline
service we offer to consumers for activities susmatchmaking. In situations where we do not seplgraell this
online service, we account for the sale of thevgafé product as a “bundle” sale, or multiple elehs@rangement,
in which we sell both the software product anddhine service for one combined price.

Through fiscal 2007, for accounting purposes, verspecific objective evidence of fair value (“VSOEXisted for
the online service. Accordingly, we allocated theanue collected from the sale of the software ypebtdetween th
online service offered and the software productraedgnized the amounts allocated to each elenepatrately.
However, starting in fiscal 2008, for accountinggmses, the required vendor-specific objective @vi@ of fair
value did not exist for the online service relatedertain of our onlin@nabled software products. This prevente
from allocating and separately recognizing reveraleted to the software product and the onlineiserv
Accordingly, starting in fiscal 2008, we began&cagnize all of the revenue from the sale of olinerenabled
software products for the PC, PlayStation 2, PLARSTON 3, Wii and the PSP on a deferred basis over a
estimated online service period, which we estinatee six months beginning in the month after sliptmOn a
quarterly basis, the deferral amount will vary #igantly depending upon the number of titles wiease, the timin
of their release, sales volume, returns and pricteption provided for these online-enabled sofen@ioducts. In
addition, we expense the cost of goods sold rekat¢ldese transactions during the period in whighgroduct is
delivered (rather than on a deferred basis), winbbrently creates volatility in our reported grosargin
percentages.
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As of March 31, 2008, we had an accumulated balah§887 million of deferred net revenue relateddine-
enabled packaged goods and digital content, sufztamll of which was driven by sales made durthg six
months ended March 31, 2008. As of March 31, 20@7had an accumulated balance of $32 million oédefl net
revenue related to online-enabled packaged goatidigital content.

Financial Results

Total net revenue for the fiscal year ended Marth2B08 was $3.665 billion, up 19 percent as cospptn the
fiscal year ended March 31, 2007. The impact oédafs related to packaged goods and digital cofberthe fisca
year ended March 31, 2008 decreased our reportegvenue and operating income by $355 million. fégtnue
was driven by sales &tock Band, Madden NFL Q&IFA 08, Need for Speed ProStreandThe Simpson®
Game.

Net loss for the fiscal year ended March 31, 2088 $454 million as compared to net income of $76amifor the
fiscal year ended March 31, 2007. Diluted lossgbere for the fiscal year ended March 31, 2008%1a45 as
compared to diluted income per share of $0.24Herfiscal year ended March 31, 2007. Net incomeedesed
during fiscal 2008 as compared to fiscal 2007 prilpaue to (1) an increase in cost of goods sdIfiE®3 million,
(2) an increase in sales of online-enabled tittesvhich we were unable to establish VSOE thatltegdun the net
deferral of $355 million of net revenue out of &€008 and into future periods, (3) an increas®l@5 million in
acquired in-process technology primarily due to@eqguisition of VG Holding Corp., (4) losses oragtgic
investments of $118 million, (5) an increase of&dillion in personnetelated costs, (6) an increase of $90 mil
in marketing, advertising and promotional expens@sarily to support our launch of new franchisas a
incremental spending on recurring franchises, &ai increase of $88 million in restructuring aes primarily as
a result of our fiscal 2008 reorganization. Thésms were partially offset by (1) an increase iddillion in net
revenue and (2) $119 million lower income tax exggen

We generated $338 million of cash from operatintiyaies during the year ended March 31, 2008,@sgared to
$397 million for fiscal 2007. The decrease in cpsbvided by operating activities for fiscal 2008caspared to
fiscal 2007 was primarily due to (1) an increaseperating expenses paid resulting from an incremadvertising
and marketing costs, external development exparsgpersonnel-related expenses, and (2) a $9®@miticrease
in incentivebased cash compensation paid in fiscal 2008 wharte warned with respect to fiscal 2007 performe
These decreases were significantly offset by higleérevenue collected during fiscal 2008 as coep#u fiscal
2007.

Management’s Overview of Historical and ProspectiBasiness Trends

Fiscal 2008 Reorganizatiol In fiscal 2008, we reorganized our business fiotw operating “labels” — EA Games,
EA SPORTS, The Sims and EA Casual Entertainmenhé-aa additional group that works closely with the
labels — Global Publishing. Each label is struatui operate globally and includes several keytions including
development studios, product marketing, and plapfon products and services. Global Publishing afees in three
regions, North America, Europe and Asia, and ipaasible for strategic planning, field marketingles,
distribution, operations, product certification adjty assurance, motion capture, art outsourcirdjlacalization.

In October 2007, our Board of Directors approveataa of reorganization (“fiscal 2008 reorganizatman”). Since
the inception of the fiscal 2008 reorganizatiomplarough March 31, 2008, we incurred charges aatsutwith

(1) the closure of our Chertsey, England and Chic#linois facilities, which included asset impaient and lease
termination costs, (2) employee-related expenseb(2) other costs including other contract terrtiores as well as
IT and consulting costs to assist in the reorgditimaof our business support functions. Duringfiheth quarter of
fiscal 2008, we completed the closure of our Clegrfacility and consolidated our local operationd @mployees
into our Guildford, England facility. Over the nek® months, we expect to continue to incur IT aostilting costs
to assist in the reorganization of our businespsagunctions.
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Including charges incurred through March 31, 2008 expect to incur cash and non-cash charges betwee
$115 million and $125 million by fiscal 2010 reldt® our fiscal 2008 reorganization plan. Thesegémwill
consist primarily of employee-related costs (apprately $10 million in cash charges), facility egdsts
(approximately $60 million in cash and non-casltrghs), as well as other reorganization costs inctudther
contract terminations and IT and consulting castasisist in the reorganization of our business augpnctions
(approximately $50 million in cash and non-cashrghs).

Transition to a New Generation of Consolegideo game hardware systems have historicallyshkfeé cycle of
four to six years, which causes the video gamevsoét market to be cyclical as well. The currenteyegan with
Microsoft’'s launch of the Xbox 360 in 2005, and tioned in 2006 when Sony and Nintendo launched theit-
generation systems, the PLAYSTATION 3 and the Véigpectively. During fiscal 2008, the installedda$each
of these systems continued to expand and, as &, isses of our products for these systems hase@iatreased
significantly. At the same time, however, demandvideo games for prior-generation systems, pdeituthe
original Xbox and the Nintendo GameCube, has dedlsignificantly. Although we expect to continue/eleping
and marketing new titles for the prior-generatidayBtation 2 in fiscal 2009, we only expect to aske one title for
the original Xbox and no titles for the NintendorBCube. As a result, we expect our sales of videoas for
prior-generation systems will continue to declifke decline in prior-generation product sales,ipaldrly the
PlayStation 2, may be greater or faster than wieipate, and sales of products for the new platfornay be lower
or increase more slowly than we anticipate. Moreowe expect development costs for the new videoegsystems
continue to be greater on a per-title basis thaldpment costs for prior-generation video gameesys.

We have incurred increased costs during this tiiansas we have continued to develop and markettitkas for
certain prior-generation video game platforms, e/hilso making significant investments in produotstiie new
generation platforms. We expect research and dewedot expenses to increase on an absolute begsan2009
as compared to fiscal 2008 (although not necegsasih percentage of net revenue).

Online. Today, we generate net revenue from a variegnbhe products and services, including casual gaamel
downloadable content marketed under our Pogo braardistent state world games suctdsna Online™ and
Dark Age of Camelc®, PC-based downloadable content and online-enableidagad goods. In addition, we are
anticipating the release of a new massively muaipt online role-playing gam#/arhammef Online. We intend
to make significant investments in online produitfastructure and services and believe that erdiameplay will
become an increasingly important part of our bussne the long term.

Expansion of Mobile Platform Advances in mobile technology have resultedwargety of new and evolving
platforms for on-the-go interactive entertainméwattappeal to a broader demographic of consumersefibrts to
capitalize on the growth in mobile interactive etamment are focused in two broad areapaekaged goods gan
for handheld game systems and downloadable gameslfolar handsets.

We have developed and published games for a varfdtgndheld platforms for several years. More mégethe
Sony PSP and the Nintendo DS, with their enhancaphics, deeper gameplay, and online functiongpityyide a
richer mobile gaming experience for consumers.

We expect sales of games for handhelds and cehaladsets to continue to be an important part obasiness
worldwide.

Acquisitions and Investmen We have engaged in, evaluated, and expect tincento engage in and evaluate, a
wide array of potential strategic transactionsluding acquisitions of companies, businesses,latglal properties,
and other assets. Since the beginning of fiscal 2@@ have announced and/or completed severalsitgns and
investments, including:

 In January 2008, we completed our acquisition of NM@&ding Corp. (“VGH"), owner of both BioWare Corp.
and Pandemic Studios, LLC, which create actioneative, and rol@laying games. VGH was headquarte
in Menlo Park, California. BioWare Corp. and Pande8tudios are located in Edmonton, Canada; Los
Angeles, California; Austin, Texas; and Brisbanastalia.
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< In May 2007, we entered into a licensing agreemétiit and made a strategic equity investment in The9
Limited, a leading online game operator in Chinlae Ticensing agreement gives The9 exclusive publish
rights forEA SPORT™ FIFA Onlinein mainland China

« In April 2007, we expanded our commercial agreeserith and made strategic equity investments in
Neowiz Corporation and a related online gaming camyp Neowiz Games (we refer to Neowiz Corpora
and Neowiz Games collectively as “Neowiz”). Basedbrea, Neowiz is an online media and gaming
company with which we partnered in 2006 to lauEA SPORTS FIFA Onlirin Korea.

« In October 2006, the remaining outstanding shaf&igital lllusions C.E. (“DICE")located in Sweden, we
purchased, thereby completing the acquisition efrdmaining minority interest of DICI

« In July 2006, we acquired Mythic Entertainment,.Jihacated in Virginia, as part of our efforts ttcalerate
our growth in the massively multiplayer online I-playing market

In the fourth quarter of fiscal 2008, we announagmoposal to acquire all of the issued and outistgnshares of
common stock of Take-Two Interactive Software, (fitake-Two”), for a total purchase price of approstely
$2.1 billion (including fees and expenses). TakesBaBoard of Directors has stated that our offedemalues the
company and is not in the best interests of stdddns. If we were to acquire Take-Two, we expeetdbquisition
would have a material impact on our future finahpisition and results of operations and cash flodthough the
offer is not conditional upon any financing arramgmts, our Board of Directors has authorized wsbtain
additional financing, a portion of which may be dige part to fund the acquisition. There can bessurance that
we will acquire Take-Two.

International Operations and Foreign Currency Exobea Impact International sales are a fundamental part of our
business. Net revenue from international salesiwated for approximately 47 percent of our total reeenue durin
fiscal 2008 and approximately 46 percent of oualtoet revenue during fiscal 2007. Our internatiove revenue

was primarily driven by sales in Europe and, toucmlesser extent, in Asia. Year-over-year, waesi that

foreign exchange rates had a favorable impact ometrevenue of $125 million, or 4 percent, fae yrear ended
March 31, 2008. We believe that in order to sucdettnationally, it is important to locally deve@l@ontent that is
specifically directed toward local cultures and somers.

Stock-Based CompensatioiBeginning on April 1, 2006, we adopted Statenadritinancial Accounting Standard
No. 123 (revised 2004“SFAS No. 123(R)"), “Share-Based Paymehtand applied the provisions of Staff
Accounting Bulletin (“SAB”) No. 107, ‘Share-Based Paymehtto our adoption of SFAS No. 123(R). During fis
2008, we recognized stock-based compensation d¢f Silion, pre-tax, and $123 million, net of taxufing fiscal
2007, we recognized stock-based compensation & #iffion, pre-tax, and $107 million, net of taxo8k-based
compensation expense has been reflected in theatdsp functional line items on our Consolidatedt&tents of
Operations.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our Consolidated Financial Statements have begraprd in accordance with accounting principles galye
accepted in the United States. The preparatiohasg Consolidated Financial Statements requiresgeament to
make estimates and assumptions that affect thetespamounts of assets and liabilities, contingesets and
liabilities, and revenue and expenses during therteng periods. The policies discussed below aresidlered by
management to be critical because they are notiomgrtant to the portrayal of our financial comalit and results
of operations, but also because application artpngtation of these policies requires both judgraen estimates
of matters that are inherently uncertain and unkno%s a result, actual results may differ mateyi&lbm our
estimates.

Revenue Recognition, Sales Returns, Allowances Bad Debt Reserves

We derive revenue principally from sales of intéracsoftware games designed for play on video geomsoles
(such as the PlayStation 2, PLAYSTATION 3, Xbox 26 Wii), PCs and mobile platforms including haeldh
game players (such as the PSP and Nintendo DSk edintar handsets. We evaluate the
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recognition of revenue based on the criteria sg¢hfio Statement of Position (“SOP”) 97-&oftware Revenue
Recognitio” , as amended by SOP 98*Blodification of SOP 97-2, Software Revenue Redigmi With Respect

to Certain Transactionsand SAB No. 104;Revenue Recognition” We evaluate and recognize revenue when all
four of the following criteria are met:

» Evidence of an arrangemel Evidence of an agreement with the customer tlilgiots the terms and
conditions to deliver products that must be pregentder to recognize revent

« Delivery. Delivery is considered to occur when a produshipped and the risk of loss and rewards of
ownership have been transferred to the customemnmime game services, delivery is consideredcuoas
the service is provided. For digital downloads tthahot have an online service component, deliigery
considered to occur generally when the downloadiisc

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

» Collection is deemed probabl&Ve conduct a credit review of each customer ingdlin a significant
transaction to determine the creditworthiness efdhstomer. Collection is deemed probable if weeekhe
customer to be able to pay amounts under the a¥maegt as those amounts become due. If we detethat
collection is not probable, we recognize revenuemtollection becomes probable (generally upon cash
collection).

Determining whether and when some of these criteaiee been satisfied often involves assumptionguwdgiments
that can have a significant impact on the timind amount of revenue we report in each period. kamgple, for
multiple element arrangements, we must make assomspand judgments in order to: (1) determine wie#nd
when each element has been delivered; (2) detenviieéher undelivered products or services are &asémthe
functionality of the delivered products and sersjg@) determine whether VSOE exists for each uneiedd
element; and (4) allocate the total price amongvr@us elements we must deliver. Changes to attyese
assumptions or judgments, or changes to the eleneatsoftware arrangement, could cause a mateciaase or
decrease in the amount of revenue that we reparpiarticular period. For example, in connectiothvwebme of our
packaged goods product sales, we offer an onlingécgewithout an additional fee. Prior to fiscaldB) we were abl
to determine VSOE for the online service to bewdetd; therefore, we were able to allocate thd potee received
from the combined product and online service satesben these two elements and recognize the raketedue
separately. However, starting in fiscal 2008, VSddes not exist for the online service to be dediddor certain
platforms and all revenue from these transactioasecognized over the estimated online servicogelMore
specifically, starting in fiscal 2008, we begarrd¢oognize the revenue from sales of certain orgimebled packaged
goods on a straight-line basis over a six montfogdreginning in the month after shipment. Accogdin this
relatively small change (from having VSOE for thdioe service to no longer having VSOE) has haijmificant
effect on our reported results.

Determining whether a transaction constitutes dim@mgame service transaction or a download ofoayet require
judgment and can be difficult. The accounting faede transactions is significantly different. Raxeefrom produc
downloads is generally recognized when the downbmadirs (assuming all other recognition criteria izet).
Revenue from online game services is recognizeleaservices are rendered. If the service periodisiefined, w
recognize the revenue over the estimated servicedp®etermining the estimated service periochigrently
subjective and is subject to regular revision basetistorical online usage.

Product revenue, including sales to resellers astdlilitors (“channel partners”), is recognized wilee above
criteria are met. We reduce product revenue fomased future returns, price protection, and otifeerings, which
may occur with our customers and channel partfise protection represents the right to receigeedit allowanc
in the event we lower our wholesale price on aipalgr product. The amount of the price proteci®generally the
difference between the old price and the new ptiteertain countries, we have stock-balancing @t for our
PC and video game system products, which allowhferexchange of these products by resellers uradtaic
circumstances. It is our general practice to exghgroducts or give credits rather than to givdcafunds.

33




Table of Contents

In certain countries, from time to time, we dedidgrovide price protection for both our PC andeddjame system
products. When evaluating the adequacy of salesngand price protection allowances, we analygmtical
returns, current sethrough of distributor and retailer inventory ofrqaroducts, current trends in retail and the vi
game segment, changes in customer demand and aceif our products, and other related factoradtfition,
we monitor the volume of sales to our channel gasttand their inventories, as substantial overstgdk the
distribution channel could result in high returmshggher price protection costs in subsequent perio

In the future, actual returns and price protectimay materially exceed our estimates as unsolduystedn the
distribution channels are exposed to rapid chaimgesnsumer preferences, market conditions or telcigical
obsolescence due to new platforms, product upaatesmpeting products. For example, the risk ofipit returns
and/or price protection for our products may camtino increase as the PlayStation 2 console mbavesgh its
lifecycle. While we believe we can make reliabléreates regarding these matters, these estimagdntaarently
subjective. Accordingly, if our estimates changaud, returns and price protection reserves woulchghawhich
would impact the total net revenue we report. B@neple, if actual returns and/price protection were significant
greater than the reserves we have establishedctual results would decrease our reported totalavenue.
Conversely, if actual returns and/or price protattivere significantly less than our reserves, wuosld increase our
reported total net revenue. In addition, if ouireates of returns and price protection relatednine-enabled
packaged goods products change, the amount offetreld revenue we recognize in the future woukthgle.

Significant judgment is required to estimate olmaénce for doubtful accounts in any accountingqueiWe
determine our allowance for doubtful accounts bgleating customer creditworthiness in the contéxtuorent
economic trends and historical experience. Depgndioon the overall economic climate and the finalnmbndition
of our customers, the amount and timing of our dklok expense and cash collection could changefisigmily.

Fair Value Estimates

The preparation of financial statements in conféymiith accounting principles generally acceptethia United
States often requires us to determine the fairevafia particular item in order to fairly present inancial
statements. Without an independent market or ano#ipeesentative transaction, determining thevaiue of a
particular item requires us to make several assompthat are inherently difficult to predict armhchave a materi
impact on the conclusion on the appropriate acdéognt

There are various valuation techniques used tmagtifair value. These include (1) the market apgnavhere
market transactions for identical or comparabletsssr liabilities are used to determine the faiue, (2) the
income approach which uses valuation techniquestert future amounts (for example, future castv$l or futur:
earnings) to a single present amount, and (3)dkeapproach which is based on the amount thatdumeirequired
to replace an asset. For many of our fair valuen@sés, including our estimates of the fair valfiaaguired
intangible assets, acquired in-process technolagyeguity instruments granted for services, wethiséncome
approach. Using the income approach requires th@ifnancial models which require us to make masi
estimates including, but not limited to (1) thegudtal future cash flows for the asset, liabilitysguity instrument
being measured, (2) the timing of receipt or payneéthose future cash flows, (3) the time valuenainey
associated with the delayed receipt or paymentict €ash flows, and (4) the inherent risk assotiaii¢gh the cash
flows (risk premium). Making these cash flow estiesaare inherently difficult and subjective, addny of the
estimates used to determine the fair value usiagntome approach turns out to be inaccurate,inandial results
may be negatively impacted. Furthermore, relatigahall changes in many of these estimates candaignificant
impact to the estimated fair value resulting frdra financial models or the related accounting assioh reached.
For example, a relatively small change in the estia fair value of an asset may change a conclesida whether
an asset is impaired.
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While we are required to make certain fair valuseasments associated with the accounting for deypes of
transactions, the following areas are the mostiems$o the assessments:

Business Combination We must estimate the fair value of assets acguliabilities assumed and acquired in-
process technology in a business combination. €sgssment of the estimated fair value of eachesktican have a
material affect on our reported results as intadegissets are amortized over various lives andimsxtjin-process
technology is expensed upon consummation. Furthernacchange in the estimated fair value of antasd&bility
often has a direct impact on the amount to recegaszgoodwill, an asset that is not amortized.rOdegermining
the fair value of these assets and liabilities mEsirequires an assessment of expected use afsbt the expected
cost to extinguish the liability or our expectasaelated to the timing and the successful compieati developmer
of an acquired in-process technology. Such estisrate inherently difficult and subjective and candéna material
impact on our financial statements.

Assessment of Impairment of Ass Current accounting standards require that wesasbe recoverability of
purchased intangible assets and other long-livedtasvhenever events or changes in circumstandiesia the
remaining value of the assets recorded on our Qiolased Balance Sheets is potentially impairedriger to
determine if a potential impairment has occurrednagement must make various assumptions aboustinsaged
fair value of the asset by evaluating future bussnerospects and estimated cash flows. For soretsaesr
estimated fair value is dependent upon our prexistdf which of our products we develop will beseasful which
is dependent upon several things beyond our comtich as which operating platforms will be suctgss the
marketplace. Also, our revenue and earnings areraimt on our ability to meet our product relea$edules.

SFAS No. 142;Goodwill and Other Intangible Assetgequires at least an annual assessment for impatirofie
goodwill by applying a fair-value-based test. Applion of the goodwill impairment test requiresguatent,
including identification of reporting units, assigant of assets and liabilities to reporting urassignment of
goodwill to reporting units, and determination log ffair value of each reporting unit. Determinihg estimated fair
value for each reporting unit could be materiaffeeted by changes in estimates and assumptionshveoiuld
trigger impairment.

Stock-Based CompensatioWe are required to estimate the fair value ofesbased payment awards on the da
grant. The estimated fair value of stock optiond stock purchase rights granted pursuant to outarae stock
purchase plan is determined using the Black-Schalkstion model which requires us to make cergasumptions
about the future. Determining the estimated falu®as affected by our stock price as well as aggions regarding
subjective and complex variables such as expecigdogee exercise behavior and our expected stdack pr
volatility over the term of the award. We estimatied following key assumptions for the Black-Sclsolaluation
calculation:

» Rislk-free interest rate.The riskfree interest rate is based on U.S. Treasury yiel@ésfect at the time of gra
for the expected term of the optic

» Expected volatility We use a combination of historical stock priceatitity and implied volatility computed
based on the price of options publicly traded oncammon stock for our expected volatility assurmipt

« Expected tern The expected term represents the weighted-aveeximd the stock options are expected to
remain outstanding. The expected term is deterntiased on historical exercise behavior, post-vgstin
termination patterns, options outstanding and uaxpected exercise behavi

« Expected dividenc.

Changes to our underlying stock price, our assumptused in the Black-Scholes option valuationudation and
our forfeiture rate, which is based on historicalad as well as future equity granted or assumedigin acquisitions
could significantly impact compensation expenskaaecognized in future periods.
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Royalties and License

Our royalty expenses consist of payments to (1)estdricensors, (2) independent software develg@ard (3) co-
publishing and distribution affiliates. License attjes consist of payments made to celebritiesfggsional sports
organizations, movie studios and other organizatfonour use of their trademarks, copyrights, peas publicity
rights, content and/asther intellectual property. Royalty payments tdépendent software developers are payn
for the development of intellectual property rethte our games. Co-publishing and distribution foga are
payments made to third parties for the deliverprofduct.

Royalty-based obligations with content licensord distribution affiliates are either paid in advarand capitalized
as prepaid royalties or are accrued as incurrecsabsequently paid. These royalty-based obligatoagenerally
expensed to cost of goods sold generally at thatgref the contractual rate or an effective royedte based on the
total projected net revenue. Significant judgmerrequired to estimate the effective royalty ratea particular
contract. Because the computation of effective ltgyates requires us to project future revenuss, imherently
subjective as our future revenue projections motipate a number of factors, including (1) theatmumber of
titles subject to the contract, (2) the timing loé release of these titles, (3) the number of sofwinits we expect:
sell which can be impacted by a number of varightesuding product quality and competition, angl figture
pricing. Determining the effective royalty rate faur titles is particularly challenging due to thiaerent difficulty ir
predicting the popularity of entertainment produétscordingly, if our future revenue projectionsacige, our
effective royalty rates would change, which couigbact the royalty expense we recognize. Prepaymeads to
thinly capitalized independent software developard copublishing affiliates are generally made in conimectvith
the development of a particular product and, tloeegfwe are generally subject to development rigk po the
release of the product. Accordingly, payments #matdue prior to completion of a product are gdheexpensed t
research and development over the developmentdpasithe services are incurred. Payments duecaitepletion
of the product (primarily royalty-based in natuae@ generally expensed as cost of goods sold.

Our contracts with some licensors include minimurargnteed royalty payments which are initially réed as an
asset and as a liability at the contractual amadr@n no performance remains with the licensor. Wenformance
remains with the licensor, we record guarantee gaysnas an asset when actually paid and as atljabkiien
incurred, rather than recording the asset andiliahbipon execution of the contract. Minimum royaftayment
obligations are classified as current liabilitieghe extent such royalty payments are contragtualaié within the
next twelve months. As of March 31, 2008 and 2G@proximately $10 million and $9 million, respeetiy, of
minimum guaranteed royalty obligations had beeongaized.

Each quarter, we also evaluate the future reatimaif our royalty-based assets as well as any ogrezed
minimum commitments not yet paid to determine ant®we deem unlikely to be realized through prodiades.
Any impairments or losses determined before thedawf a product are charged to research and daweliot
expense. Impairments or losses determined postiteare charged to cost of goods sold. In eithez,cas rely on
estimated revenue to evaluate the future realizatfgrepaid royalties and commitments. If actwadés or revised
revenue estimates fall below the initial revenu@vegte, then the actual charge taken may be graataty given
quarter than anticipated. During fiscal 2008 an@&@ve recognized impairment charges of $4 milhod

$16 million, respectively. We had no impairmentsiwiy fiscal 2007.

Income Taxes

We adopted Financial Accounting Standards Board$B") Interpretation (“FIN”) No. 48, “Accounting for
Uncertainty in Income Taxes — An InterpretatiofrAEB Statement No. 109in the first quarter of fiscal 2008.
See Note 10 of the Notes to Consolidated Finagtatements.

In the ordinary course of our business, there apyntransactions and calculations where the taxalagvultimate
tax determination is uncertain. As part of the psscof preparing our Consolidated Financial Statesneve are
required to estimate our income taxes in eachefutisdictions in which we operate prior to thengetion and
filing of tax returns for such periods. This progesquires estimating both our geographic mix obime and our
uncertain tax positions in each jurisdiction wheeeoperate. These
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estimates involve complex issues and require usake judgments, such as anticipating the positioatswe will
take on tax returns prior to our actually prepatimg returns and the outcomes of disputes wittatdkorities. The
ultimate resolution of these issues may take exeémeriods of time due to examinations by tax aitihe and
statutes of limitations. We are also required ti&endeterminations of the need to record deferredidailities and
the recoverability of deferred tax assets. A vatueallowance is established to the extent thistitore likely than
not that certain deferred tax assets will not ladized based on our estimation of future taxabterne in each
jurisdiction.

In addition, changes in our business, includingu&itions, changes in our international corporatecture, changes
in the geographic location of business functionassets, changes in the geographic mix and amdimtane, as
well as changes in our agreements with tax autaerivaluation allowances, applicable accountirgs;uapplicable
tax laws and regulations, rulings and interpretetithereof, developments in tax audit and otheterstand
variations in the estimated and actual level ofuahpre-tax income can affect the overall effectn@me tax rate.

The calculation of our tax liabilities involves aemting for uncertainties in the application of q@ex tax rules,
regulations and practices. As a result of the imiiglietation of FIN No. 48, we recognize benefitsifocertain tax
positions based on a two-step process. The feptistto evaluate the tax position for recognitiba benefit (or the
absence of a liability) by determining if the wetigli available evidence indicates that it is makely than not that
the position taken will be sustained upon auddluding resolution of related appeals or litigatimocesses, if any.
If it is not, in our judgment, “more likely than tidhat the position will be sustained, then werd recognize any
benefit for the position. If it is more likely tharot that the position will be sustained, a secsteg in the process is
required to estimate how much of the benefit wé wlilmately receive. This second step requires Wmestimate
and measure the tax benefit as the largest ambanistmore than 50 percent likely of being realimpon ultimate
settlement. It is inherently difficult and subjeito estimate such amounts. We reevaluate thesstam tax
positions on a quarterly basis. This evaluatiopeised on a number of factors including, but noitéichto, changes
in facts or circumstances, changes in tax law, fa@ts, correspondence with tax authorities durirggdourse of an
audit, effective settlement of audit issues, andrm@ncement of new audit activity. Such a changedognition or
measurement could result in the recognition ofkabtnefit or an additional charge to the tax provisn the period.
As a result of the adoption of FIN No. 48, we expme tax rate to be more volatile.

We historically have considered undistributed aagsiof our foreign subsidiaries to be indefinitedinvested
outside of the United States and, accordingly, . thxes have been provided thereon. Althoughepatriated
funds under the American Jobs Creation Act of Z@0iscal 2006, we currently intend to continudrtdefinitely
reinvest the undistributed earnings of our foreighsidiaries outside of the United States.

RESULTS OF OPERATIONS

Ouir fiscal year is reported on a 52 or 53-weekquktihat ends on the Saturday nearest March 3isifglicity of
disclosure, all fiscal periods are referred toradireg on a calendar month end. Our results of ajp@smfor the fisca
years ended March 31, 2008 and 2007 contained BRsxsnd ended on March 29, 2008 and March 31, :
respectively. Our results of operations for thedls/ear ended March 31, 2006 contained 53 weettgaded on
April 1, 2006.

Comparison of Fiscal 2008 to Fiscal 2007
Net Revenue

Net revenue consists of sales generated from ¢Eovjames sold as packaged goods and designedyar
hardware consoles (such as the PlayStation 2, POAYMBON 3, Xbox 360 and Wii), PCs and handheld game
players (such as the Sony PSP, Nintendo DS aneiNintGame Boy Advance), (2) video games for cellula
handsets, (3) interactive online-enabled packagedsg digital content, and online services assediafith these
games, (4) services in connection with some ofomline games, (5) programming third-party web sitéth our
game content, (6) allowing other companies to mactufe and sell our products in conjunction withestproducts,
and (7) advertisements on our online web pagesraodr games.
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During fiscal 2008 and 2007, we recognized totalraeenue of $3,665 million and $3,091 million,pestively. Ou
total net revenue during fiscal 2008 includes $8@llion recognized from sales of certain online-gied packaged
goods and digital content for which we were notdblobjectively determine the fair value (as dediby

U.S. Generally Accepted Accounting Principles foftware sales) of a free online service that wevisled in
connection with the sale. The deferral of net renerelated to certain of our packaged goods arithtgpntent
sales, which will be recognized in future periodisgreased our reported net revenue by $355 mdlisimg fiscal
2008, as compared to the same period a year ago.

From a geographical perspective, our total netmmeedor the fiscal years ended March 31, 2008 &4 2vas as
follows (in millions):

Year Ended March 31, %
2008 2007 Increase Change
North America $1,94: 53% $1,66¢ _54% $ 27¢ 17%
Europe 1,541 42% 1,261 41% 28C 22%
Asia 182 5% 164 5% 18 11%
International 1,72°  47% 1,42% 46% _ 29¢ 21%
Total Net Revenu $3,66¢ _10C% $3,091 _10C% $ 574 19%

North America

For fiscal 2008, net revenue in North America wa®42 million, driven by sales &ock Band, Madden NFL 08,
andNCAA Football 08

Net revenue for fiscal 2008 increased 17 percenbawpared to fiscal 2007. The deferral of net reeerelated tc
certain of our packaged goods and digital contaletss which will be recognized in future periodscibased our
reported net revenue by $158 million during fis2@08. From an operational perspective, the incremaset revenu
was driven by (1) a $445 million increase in nefereue from co-publishing and distribution titleshfah does not
include an additional $10 million of deferred netenue that will be recognized in future periodsy (2) a

$118 million increase in net revenue from salestlefs for the Wii (which does not include an aduil $17 millior
of deferred net revenue that will be recognizefiitare periods). These increases were partiallyatfby (1) a
$208 million decrease in net revenue from saldgle$ for the PlayStation 2 (this decrease willgaetially offset,
however, by $29 million of deferred net revenue thidl be recognized in future periods), and (21805 million
decrease in net revenue from sales of titles foxdbox.

We continue to expect net revenue in North Ametiaciacrease during fiscal 2009 as compared to [f23@8.

Europe

For fiscal 2008, net revenue in Europe was $1,5dliom driven by sales oFIFA 08, Need for Speed ProStreet,
andThe Simpsons Gamélet revenue for fiscal 2008 increased 22 perasmmompared to fiscal 2007. We estimate
that foreign exchange (primarily the Euro and thi¢éigh pounds sterling) increased reported netmaeey
approximately $113 million, or 9 percent, for fis2@08 as compared to fiscal 2007. Excluding tHieatfof foreign
exchange rates, we estimate that net revenue sexldey approximately $167 million, or 13 perceat,ffscal 2008
as compared to fiscal 2007.

The deferral of net revenue related to certainufpackaged goods and digital content sales, whiltibe
recognized in future periods, decreased our reporet revenue by $169 million during fiscal 2008rR an
operational perspective the increase in net reverasedriven by (1) a $109 million increase in ratanue from
sales of titles for the PLAYSTATION 3 (which doestinclude an additional $86 million of deferred nevenue
that will be recognized in future periods), (2) 8I@illion of net revenue from sales of titles fhet
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Wii (which does not include an additional $8 mifliof deferred net revenue that will be recognizefiiture
periods), and (3) a $77 million increase in neerae from sales of titles for the Nintendo DS.

We continue to expect net revenue in Europe teeamse during fiscal 2009 as compared to fiscal 2008.

Asia

For fiscal 2008, net revenue in Asia was $182 onillidriven by sales deed for Speed ProStreethe Simpsons
Game, andFIFA 08. Net revenue for fiscal 2008 increased 11 perasrmompared to fiscal 2007. We estimate that
foreign exchange increased reported net revenagprsoximately $12 million, or 7 percent, for fis@4l08 as
compared to fiscal 2007. Excluding the effect akfgn exchange rates, we estimate that net reviesteased by

$6 million, or 4 percent during fiscal 2008 as camgal to fiscal 2007.

The deferral of net revenue related to certainunfpmackaged goods and digital content sales, whiltibe
recognized in future periods, decreased our reporet revenue by $28 million during fiscal 2008orRran
operational perspective, the increase in net rexevas driven by (1) a $12 million increase in salestles for the
PLAYSTATION 3 (which does not include an additio$d4 million of deferred net revenue that will lseognized
in future periods), (2) $12 million increase in netenue from sales of titles for the Wii (whichedaot include an
additional $1 million of deferred net revenue tit be recognized in future periods), and (3) &1 $nillion
increase in net revenue from sales of titles ferNintendo DS. These increases were partially bifg€1l) a

$9 million decrease in net revenue from salestleitifor the PC (this decrease will be offset, hesveby $3 million
of deferred net revenue that will be recognizefiitore periods), (2) a $6 million decrease in meEenue from sales
of titles for the Xbox, and (3) a $6 million decsean net revenue from sales of titles for the RSB decrease will
be offset, however, by $4 million of deferred retenue that will be recognized in future periods).

Cost of Goods Sold

Cost of goods sold for our packaged-goods busioassists of (1) product costs, (2) certain royakpenses for
celebrities, professional sports and other orgdioza and independent software developers, (3) faaturing
royalties, net of volume discounts and other vemdonbursements, (4) expenses for defective prad({s} write-
offs of post-launch prepaid royalty costs, (6) atization of certain intangible assets, (7) persbmakated costs, ai
(8) distribution costs. We generally recognize wodudiscounts when they are earned from the manuréact
(typically in connection with the achievement oftdmased milestones), whereas other vendor reineiouests are
generally recognized as the related revenue igrézed. Cost of goods sold for our online prodectssists
primarily of data center and bandwidth costs asdediwith hosting our web sites, credit card feesrayalties for
use of third-party properties. Cost of goods soldolur web site advertising business primarily ¢stssof server
costs.

Cost of goods sold for fiscal years 2008 and 208revas follows (in millions):

Change as a
March 31, % of Net March 31, % of Net % of Net
2008 Revenue 2007 Revenue % Change Revenue
$1,80¢ 49.3% $1,212 39.2% 48.9% 10.1%

For fiscal 2008, cost of goods sold increased h§ p@rcent as a percentage of total net revenaerapared to
fiscal 2007. This increase was primarily due to:

 Higher co-publishing and distribution royalty cosfsapproximately 8 percent as a percentage off heta
revenue primarily driven by salesRbck Band and, to a lesser extend, other co-publishingdistribution
titles that have a lower gross margin, i

» The increase in net revenue deferrals of $355anilielated to certain online-enabled packaged gands
digital content. Overall, we estimate the defeofatet revenue negatively impacted cost of gootts o a
percent of total net revenue by 4 perc

As a percentage of total net revenue, the overetbase in cost of goods sold was partially otiyeiower license
royalty rates of approximately 1 percent as a paege of total net revenue primarily due to a highe
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proportion of sales in fiscal 2008 from our ownetkilectual property franchises that have loweaftyyrates as
compared to fiscal 2007.

Although there can be no assurance, and our a@sualts could differ materially, in the short tewe expect our
gross margin as a percentage of total net reveninetease in fiscal 2009 as compared to fiscaB20a result of
(1) a decrease in the change in deferred net revesiated to certain online-enabled packaged gbwe®xpense
the cost of goods sold related to these transactidren delivered) and (2) a favorable mix of EAdBtuevenue.

Marketing and Sales

Marketing and sales expenses consist of persoetakd costs and advertising, marketing and pramati
expenses, net of qualified advertising cost reirmbuorents from third parties.

Marketing and sales expenses for fiscal years 2008007 were as follows (in millions):

March 31, % of Net March 31, % of Net
2008 Revenue 2007 Revenue $ Change % Change
$58¢ 16% $46¢€ 15% $122 26%

As a percentage of net revenue, marketing and sajeEnses were adversely impacted by our defefrra@taevenu
related to online-enabled packaged goods and Hagtaent during fiscal 2008.

Marketing and sales expenses increased by $12Bmitir 26 percent, in fiscal 2008 as comparedsizaf 2007.
The increase was primarily due to (1) an incred$90 million in marketing, advertising and pronwtal expenses
primarily to support our launch of new franchises éancremental spending on established franchésewgell as (2)
$23 million increase in personnel-related costmprily resulting from an increase in headcount.

Marketing and sales expenses included vendor ragements for advertising expenses of $54 millioth an
$28 million in fiscal 2008 and 2007, respectively.

We expect marketing and sales expenses to incieaksolute dollars in fiscal 2009 as comparedsicaf 2008
primarily due to higher advertising and marketicg\aty to support our titles.

General and Administrative

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

General and administrative expenses for fiscalyy2808 and 2007 were as follows (in millions):

March 31, % of Net March 31, % of Net
2008 Revenue 2007 Revenue $ Change % Change
$33¢ 9% $28¢ 9% $51 18%

As a percentage of net revenue, general and adraiiie expenses were adversely impacted by owrdefof net
revenue related to online-enabled packaged goddigigital content during fiscal 2008.

General and administrative expenses increased byrion, or 18 percent, in fiscal 2008 as comgiatie fiscal
2007 primarily due to (1) an increase of $23 millin additional personnel-related costs to helgpsupour
administrative functions worldwide, (2) an incre@seontracted services associated with IT systeitiatives,
professional services and business developmerlofifillion to support the growth of the organizatiand (3) an
increase in facilities-related expenses of $12iomilln support of our administrative functions wiwide. These
increases were partially offset by a $7 millionuetibn in incentive-based compensation expense.

We expect general and administrative expensestease in absolute dollars in fiscal 2009 as coetptu fiscal
2008 primarily due to an increase in personnelteel@osts.

40




Table of Contents

Research and Developmer

Research and development expenses consist of egigesirred by our production studios for persomeakited
costs, contracted services, equipment depreciatidrany impairment of prepaid royalties for prealetuproducts.
Research and development expenses for our onlsiadss include expenses incurred by our studiosistimg of
direct development and related overhead costsrinaxion with the development and production ofaime
games. Research and development expenses alsdar@tpenses associated with the development obiteeb
content, software licenses and maintenance, netinfrdstructure and management overhead.

Research and development expenses for fiscal 288&and 2007 were as follows (in millions):

March 31, % of Net March 31, % of Net
2008 Revenue 2007 Revenue $ Change % Change
$1,14¢ 31% $1,041 34% $104 10%

As a percentage of net revenue, research and gewnefd expenses were adversely impacted by ourrdetémet
revenue related to online-enabled packaged goatidigital content during fiscal 2008.

Research and development expenses increased byr§tliod, or 10 percent, in fiscal 2008 as compat@éiscal
2007. The increase was primarily due to (1) aneiase of $93 million in additional personmelated costs primaril
due to an increase in headcount and partiallyrasudt of our acquisition of VGH, (2) higher extaldevelopment
costs of $32 million to support new releases swchua Union of European Football Association’s EUR&@cer
franchise and titles from The Sims franchise, 8)da increase in depreciation of $12 million. Thaxreases we
partially offset by a $24 million reduction in intéve-based compensation expense and $6 millionctexh in
facilities-related expenses.

We expect research and development expenses eagein absolute dollars in fiscal 2009 as compiardéidcal
2008 primarily due to an increase in personnelteel@osts and a greater number of titles in deveéoy.

Amortization of Intangibles

Amortization of intangibles for fiscal years 200812007 were as follows (in millions):

March 31, % of Net March 31, % of Net
2008 Revenue 2007 Revenue $ Change % Change
$34 1% $27 1% $7 26%

For fiscal 2008, amortization of intangibles resdlfrom our acquisitions of JAMDAT, VGH and othefar fiscal
2007, amortization of intangibles resulted from aaquisitions of JAMDAT, Mythic and others. Amosiion of
intangibles increased by $7 million, or 26 percanfiscal 2008 as compared to fiscal 2007 prinyadlile to the
amortization of intangibles related to our acqigsitof VGH. See Note 4 of the Notes to Consolid&athncial
Statements included in Item 8 of this report.

We expect amortization of intangible expenses toeiase in fiscal 2009 primarily due to the amotiimaof
intangibles related to our acquisition of VGH, whiwill be included in our results for a full yearfiscal 2009.

Acquired In-Process Technology

Acquired in-process technology charges for fisesng 2008 and 2007 were as follows (in millions):

March 31, % of Net March 31, % of Net
2008 Revenue 2007 Revenue $ Change % Change
$13¢€ 4% $3 — $13E 4500%

Acquired in-process technology includes the valiugroducts in the development stage that are nasidered to
have reached technological feasibility or have lgerrative future use. Accordingly, upon consumoraf an
acquisition, we generally incur a charge for tHatesl acquired in-process technology, as refleictexir

41




Table of Contents

Consolidated Statement of Operations. See Notetediotes to Consolidated Financial Statementsdiec in
Item 8 of this report. In connection with our acgjtion of VGH, we incurred acquired process technology char¢
of $138 million in relation to game software thatmot reached technical feasibility at the datacgfuisition. The
fair values of VGH'’s products under developmenten@etermined using the income approach, which drsiso
expected future cash flows from the acquired inepss technology to present value. The discount rteged in the
present value calculations were derived from a lteid) average cost of capital of 17 percent. Shihddn-process
software not be successfully completed, completedrégher cost, or the development efforts go beyibe
timeframe estimated by management, we will notivecthe full benefits anticipated from the acquisit Benefits
from the development efforts are expected to connmémfiscal years 2009 through 2011. The acquimgatocess
technology charge we incurred in fiscal 2007 reslftom our acquisitions of Mythic and the remagnminority
interest in DICE.

Restructuring Charges

Restructuring charges for fiscal years 2008 and/ 2@ére as follows (in millions):

March 31, % of Net March 31, % of Net
2008 Revenue 2007 Revenue $ Change % Change
$10:3 3% $15 — $88 587%

In connection with our fiscal 2008 reorganizatidaring fiscal 2008, we incurred approximately $9Hliom of
reorganization charges, of which $58 million wasf&zilities-related expenses, $27 million wasdthier expenses
including other contract termination costs as wsllT and consulting costs to assist in the redzgion of our
business support functions, and $12 million wasfaployee-related expenses.

In connection with our fiscal 2006 internationabfishing reorganization, during fiscal 2008, welned
approximately $6 million of employee-related expDuring fiscal 2007, restructuring charges eeldd our
fiscal 2006 international publishing reorganizatwere approximately $15 million, of which $10 nolti was for
employee-related expenses.

Losses on Strategic Investments

Losses on strategic investments for fiscal yea@82hd 2007 was as follows (in millions):

March 31, % of Net March 31, % of Net
2008 Revenue 2007 Revenue $ Change % Change
$(11¢) (3%) $— — $(11€) N/A

For fiscal 2008, we recognized $118 million of les®n strategic investments due to (1) an $81aniilinpairment
with respect to our investment in The9, (2) a $2ion impairment with respect to our investmentNeowiz
common stock, and (3) a $9 million impairment wigspect to our investment in Neowiz preferred stock

Interest and Other Income, Net

Interest and other income, net, for fiscal yeai@328nd 2007 was as follows (in millions):

March 31, % of Net March 31, % of Net
2008 Revenue 2007 Revenue $ Change % Change
$98 3% $99 3% $(1) (1%)

For fiscal 2008, interest and other income, netrefesed by $1 million, or 1 percent, as compardid¢al 2007
primarily resulting from (1) an increase of $8 moifl in losses recognized due to foreign exchange(2na net
decrease of $2 million in interest. These itemsevgignificantly offset by a $9 million gain recoged on sales of
investments.

We expect interest income to decline during fi&#09 as compared to fiscal 2008.
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Income Taxes

Income tax expense (benefit) for fiscal years 2808 2007 were as follows (in millions):

March 31, Effective March 31, Effective
2008 Tax Rate 2007 Tax Rate % Change
$(53) (10.3%) $66 48.2% (180%)

Our effective income tax benefit rate was 10.3 get¢or fiscal 2008. Our income tax expense rate #82 percent
for fiscal 2007. For fiscal 2008, our effective @amee tax benefit rate was lower than the U.S. siajutate of

35.0 percent due to a number of factors, inclugiog-deductible acquisition-related costs, lossest@iegic
investments and certain loss on facility impairmfentwhich future tax benefit is uncertain and nwire likely than
not to be realized, as well as certain non-dedlgcstock based compensation expenses. For fis€al, 2Qir
effective income tax rate was higher than the St&utory rate of 35.0 percent due to a numbeaatbfs, including
certain non-deductible stock based compensatioaresgs and additional charges resulting from centaim
deductible acquisition-related costs.

Our effective income tax rates for fiscal 2009 &utdre periods will depend on a variety of factongluding
changes in our business such as acquisitions sexd@dmpany transactions (for example, we expeictcor
significant intercompany tax charges in connectigth our acquisition of VGH in fiscal 2009), charsge our
international structure, changes in the geograloieiation of business functions or assets, changtwigeographic
mix of income, as well as changes in, or termimatf our agreements with tax authorities, valuaatiowances,
applicable accounting rules, applicable tax lawd @@gulations, rulings and interpretations therdefelopments in
tax audit and other matters, and variations iretftemated and actual level of annual pre-tax incomess. We
incur certain tax expenses that do not declinegntamately with declines in our pre-tax consol&thtncome or
loss. As a result, in absolute dollar terms, oxretgpense will have a greater influence on ourcéiffe tax rate at
lower levels of pre-tax income or loss than at kiglevels. In addition, at lower levels of pre-tagome or loss, our
effective tax rate will be more volatile.

We historically have considered undistributed aagsiof our foreign subsidiaries to be indefinitedinvested
outside of the United States and, accordingly, . thxes have been provided thereon. Althoughepatriated
funds under the American Jobs Creation Act of 2@C#scal 2006, we currently intend to continudrtdefinitely
reinvest the undistributed earnings of our foreighsidiaries outside of the United States.

Net Income (Loss)

Net income (loss) for fiscal years 2008 and 200% asfollows (in millions)

March 31, % of Net March 31, % of Net
2008 Revenue 2007 Revenue $ Change % Change
$(454) (12%) $76 2% $(530) (697%)

Net income decreased by $530 million during fi@08 as compared to fiscal 2007. The decrease fvaarnly
due to (1) an increase in cost of goods sold oB$&8lion, (2) the net deferral of $355 million nét revenue out of
fiscal 2008 and into future periods, (3) an inceeak$135 million in acquired iprocess technology primarily due
our acquisition of VGH, (4) losses on strategiceisiments of $118 million, (5) an increase of $108an in
personnel-related costs, (6) an increase of $9mih marketing, advertising and promotional expes primarily
to support our launch of new franchises and incréaiespending on recurring franchises, and (7nareiase of
$88 million in restructuring charges primarily aseault of our fiscal 2008 reorganization. Thesens were partiall
offset by (1) an increase in $574 million in netarue (which amount would have been $355 milligzhbr absent
the deferral of net revenue that will be recognirefiiture periods) and (2) $119 million lower imge tax expense.
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Comparison of Fiscal 2007 to Fiscal 20C
Net Revenue

From a geographical perspective, our total netmagdor fiscal years ended March 31, 2007 and 2086as
follows (in millions):

Year Ended March 31, Increase / %
2007 2006 (Decrease Change
North America $1,66€ 54% $1,58¢/ 54% $ 82 5%
Europe 1,261 41% 1,17/ 40% 87 7%
Asia 164 5% _ 198 &% (29) _ (15%)
International 1,428  46% 1,367 _46% 58 4%
Total Net Revenu $3,091 10C% $2,951 10C% $  14C 5%

North America

For fiscal 2007, net revenue in North America wa$66 million, driven by sales dadden NFL 07 Need for
Speed CarbonandNCAA Football 07,

The increase in net revenue for fiscal 2007 as ewatpto fiscal 2006 was driven by (1) a $239 milliocrease in
net revenue from sales of titles for the Xbox 3@),a $95 million increase in cellular handsetnesenue, and

(3) $68 million in net revenue from sales of titfes the PLAYSTATION 3. These increases were phytiaffset by
(1) a $168 million decrease in net revenue frorassaf titles for the Xbox, and (2) a $127 millioectease in net
revenue from sales of titles for the PlayStation 2.

Europe

For fiscal 2007, net revenue in Europe was $1,2#liom driven primarily by sales dfIFA 07 andNeed for Speed
Carbon. We estimate that foreign exchange rates (priméng Euro and the British pounds sterling) incegls
reported European net revenue by approximatelyndilion, or 5 percent, for fiscal 2007 as compatediscal
2006. Excluding the effect of foreign exchangesatee estimate that European net revenue incrdnsed
approximately $30 million, or 2 percent, for fis@8l07 as compared to fiscal 2006.

The increase in net revenue for fiscal 2007 as ewetbto fiscal 2006 was driven by (1) a $90 millioarease in ne
revenue from sales of titles for the Xbox 360, &é)da $76 million increase in net revenue from salktitles for the
PC. These increases were partially offset by a $4illon decrease in net revenue from sales afgifbr the
PlayStation 2.

Asia

For fiscal 2007, net revenue in Asia was $164 onillidriven primarily by sales &feed for Speed CarboiWe
estimate that changes in foreign exchange ratesased reported net revenue in Asia by approxim&emillion,
or 2 percent, for fiscal 2007 as compared to fi2€dl6. Excluding the effect of foreign exchangesatve estimate
that Asia net revenue decreased by approximatdynfilion, or 13 percent, for fiscal 2007 as congghto fiscal
2006.

The decrease in net revenue for fiscal 2007 as aoedpto fiscal 2006 was driven primarily by (1)2d $nillion
decrease in net revenue from co-publishing andiliigion titles, (2) a $13 million decrease in n@tenue from
sales of titles for the PlayStation 2, and (3) & fillion decrease in net revenue from salestiestifor the Xbox.
These decreases were partially offset by an $1liomihcrease in net revenue from sales of titstfie Xbox 360.
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Cost of Goods Solc

Cost of goods sold for fiscal years 2007 and 2086vas follows (in millions):

Change as ¢
March 31, % of Net March 31, % of Net % of Net
2007 Revenue 2006 Revenue % Change Revenue
$1,21: 39.2% $1,181 40.0% 2.6% (0.8%)

In fiscal 2007, cost of goods sold decreased by8rBentage points as a percentage of total nehuevas compar
to fiscal 2006. This decrease was primarily dulteer average product costs as a percentage dhettaevenue
primarily driven by (1) fewer returns and lowergnig actions taken, or expected to be taken, aafi2007 as
compared to fiscal 2006 and (2) improved inventognagement. As a result, we estimate average prodsts as
percentage of total net revenue decreased by aippately 2 percent in fiscal 2007 as compared twafi2006.

As a percentage of total net revenue, the decieaseerage product costs was partially offset bgstimated

1 percent increase in license royalties duringafi@007 as compared to fiscal 2006 primarily dugl)dicense
agreements associated with our EA SPORTS titleg2nour acquisition of JAMDAT. This was partialhffset by
lower license royalties from movie-based titlegigcal 2007.

Marketing and Sales

Marketing and sales expenses for fiscal years 20072006 were as follows (in millions):

March 31, % of Net March 31, % of Net
2007 Revenue 2006 Revenue $ Change % Change
$46€ 15% $431 15% $35 8%

Marketing and sales expenses increased by $3®milhir 8 percent, in fiscal 2007 as compared t=afi2006. The
increase was primarily due to (1) an increase @fi@ilion in stock-based compensation expense mgzed as a
result of our adoption of SFAS No. 123(R), (2) aarease of $10 million in our annual bonus expeasd,

(3) $10 million in additional personnel-related tsogrimarily resulting from an increase in headdohese
increases were partially offset by a decrease ohifitbn in our marketing, advertising, promotioraaid related
services as a result of higher advertising in theryear to support our product releases, primdrdm our Harry
Potter and BLACK franchises.

Marketing and sales expenses included vendor ragements for advertising expenses of $28 millioth an
$41 million in fiscal 2007 and 2006, respectively.

General and Administrative

General and administrative expenses for fiscalyy2807 and 2006 were as follows (in millions):

March 31, % of Net March 31, % of Net
2007 Revenue 2006 Revenue $ Change % Change
$28¢ 9% $21¢ 7% $73 34%

General and administrative expenses increased dyriilfon, or 34 percent, in fiscal 2007 as compiatie fiscal
2006 primarily due to (1) an increase of $36 millia stock-based compensation expense recognizadessilt of
our adoption of SFAS No. 123(R), (2) a $14 millianrease in our annual bonus expense, (3) an $llibmi
increase in additional personnel-related coststp support our administrative functions worldwided (4) an
increase of $11 million in professional and condcservices in support of our technology infrastice.
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Research and Developmer

Research and development expenses for fiscal 288 and 2006 were as follows (in millions):

March 31, % of Net March 31, % of Net
2007 Revenue 2006 Revenue $ Change % Change
$1,041 34% $75¢ 26% $28: 37%

Research and development expenses increased byr#ti®8, or 37 percent, in fiscal 2007 as compat@fiscal
2006. The increase was primarily due to (1) anciase of $75 million in stock-based compensatioreese
recognized as a result of our adoption of SFAST®3(R), (2) a $59 million increase in our annuati®expense,
(3) $54 million in additional personnel-related so@rimarily due to a 14 percent increase in headtrelated in
part to our acquisitions of JAMDAT and Mythic, apdrtially to support development of games for the/n
generation of consoles, (4) an increase of $50aniih external development expenses primarily ue greater
number of projects in development as comparedd@tior year as well as expenses in our celluladbat business
resulting from our acquisition of JAMDAT, and (5) ancrease of $45 million in facilities-related exjses in
support of our research and development functicordwide.

Amortization of Intangibles

Amortization of intangibles for fiscal years 200¥da2006 were as follows (in millions):

March 31, % of Net March 31, % of Net
2007 Revenue 2006 Revenue $ Change % Change
$27 1% $7 — $20 286%

For fiscal 2007, amortization of intangibles resdlfrom our acquisitions of JAMDAT, Mythic and otkeFor fisca
2006, amortization of intangibles resulted from aoquisitions of JAMDAT, Criterion and others. Artipation of
intangibles increased by $20 million, or 286 petcenfiscal 2007 as compared to fiscal 2006 pritpatue to the
amortization of intangibles related to our acqidgsis of JAMDAT and Mythic. See Note 4 of the Notes
Consolidated Financial Statements included in I8eofi this report.

Acquired In-process Technology

Acquired in-process technology charges for fisesrg 2007 and 2006 were as follows (in millions):

March 31, % of Net March 31, % of Net
2007 Revenue 2006 Revenue $ Change % Change
$3 — $8 — $(5) (63%)

The acquired in-process technology charge we iedur fiscal 2007 resulted from our acquisitiond/iythic and
the remaining minority interest in DICE. The aceudiiin-process technology charge we incurred irafi2006
resulted primarily from our acquisition of JAMDARcquired in-process technology includes the valugroducts
in the development stage that are not considerbdie reached technological feasibility or haveléernative
future use. Accordingly, upon consummation of thexsguisitions, we incurred a charge for the acglineprocess
technology, as reflected in our Consolidated Staterof Operations. See Note 4 of the Notes to Qatated
Financial Statements included in Item 8 of thisorép

Restructuring Charges

Restructuring charges for fiscal years 2007 and2@ére as follows (in millions):

March 31, % of Net March 31, % of Net
2007 Revenue 2006 Revenue $ Change % Change
$15 — $26 1% $(12) (42%)

During the fourth quarter of fiscal 2006, we reaid total pre-tax restructuring charge of $10iamill consisting
entirely of one-time benefits related to headcaadtictions, which is included in restructuring ajes in our
Consolidated Statement of Operations. These heatlceductions related to our decision in
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the fourth quarter of fiscal 2006 to realign owsaerces with our product plan for fiscal 2007 atndtegic
opportunities for the new generation of consolatine and mobile platforms.

During fiscal 2006, restructuring charges relatethe establishment of our international publishiegdquarters in
Geneva, Switzerland were approximately $14 milliwinvhich $8 million was for the closure of certaimited
Kingdom facilities. During fiscal 2007, restructugi charges related to the establishment of ourriat®nal
publishing headquarters in Geneva, Switzerland wppgoximately $15 million, of which $10 million wdor
employee-related expenses.

Interest and Other Income, Net

Interest and other income, net, for fiscal yeai@728nd 2006 was as follows (in millions):

March 31, % of Net March 31, % of Net
2007 Revenue 2006 Revenue $ Change % Change
$99 3% $64 2% $35 55%

For fiscal 2007, interest and other income, neti@ased by $35 million, or 55 percent, as comptrddcal 2006
primarily due to an increase of $30 million in irgst income as a result of higher yields on ouhceash equivalel
and short-term investment balances and a $7 midlenrease in realized net losses recognized ostimeats.

Income Taxes

Income taxes for fiscal years 2007 and 2006 wefeltsvs (in millions):

March 31, Effective March 31, Effective
2007 Tax Rate 2006 Tax Rate % Change
$66 48.2% $147 37.6% (55%)

Our effective income tax rates were 48.2 percedt3h6 percent for fiscal 2007 and fiscal 2006peesively. For
fiscal 2007, our effective income tax rate was bigihan the U.S. statutory rate of 35.0 percenttdiwenumber of
factors, including certain non-deductible stockdshsompensation expenses related to SFAS No. 128(R)
additional charges resulting from certain non-déitiesacquisition-related costs during the fourtlager of fiscal
2007. For fiscal 2006, our effective income taxerathigher than the U.S. statutory rate of 351@¢mt for fiscal
2006 due to a number of factors, including the trégi#on of foreign earnings in connection with thmerican Jobs
Creation Act of 2004 and additional charges resglfrom certain non-deductible acquisition-relatedts during
the second and fourth quarters of fiscal 2006, Wwhiere partially offset by other items.

Net Income

Net income for fiscal years 2007 and 2006 was Bswe (in millions):

March 31, % of Net March 31, % of Net
2007 Revenue 2006 Revenue $ Change % Change
$76 2% $23€ 8% $(160) (68%)

Net income decreased by $160 million, or 68 perdaritscal 2007 as compared to fiscal 2006. Thaekse wa
due to a $395 million increase in our operatingemges primarily due to (1) an increase of $128wnilin stock-
based compensation expense recognized as a result adoption of SFAS No. 123(R), (2) an $83 roitlincrease
in our annual bonus expense, and (3) a $75 miiliorease in additional personnelated costs due to an increas
headcount (related in part to our acquisitions gmaavth in our EA Mobile business). These increasexperating
expenses were mitigated by (1) a $140 million iaseein net revenue and (2) an $81 million decreasar income
tax provision.
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Impact of Recently Issued Accounting Standard

In September 2006, the FASB issued SFAS No. iy Value Measurements” SFAS No. 157 defines fair valt
establishes a framework for measuring fair valugeinerally accepted accounting principles and edpaisclosure
about fair value measurements. Fair value refetisd@rice that would be received to sell an assptid to transfer
a liability in an orderly transaction between manarticipants in the market in which the reportergity transacts.
SFAS No. 157 establishes a fair value hierarchygharitizes the information used to develop thassumptions.
Fair value measurements would be separately detlbog level within the fair value hierarchy. In Fefry 2008,
the FASB issued FASB Staff Position (“FSP”) Finah@ccounting Standard (“FAS”) 157-1Application of FASE
Statement No. 157 to FASB Statement No. 13 ana @tlteunting Pronouncements That Address Fair Value
Measurements for Purposes of Lease Classificatidvieasurement under Statemen” and FSP

FAS 157-2/'Effective Date of FASB Statement No. 15These FSPs (1) defer the effective date in SFASIN7
for one year for certain nonfinancial assets antinancial liabilities, except those that are retiagd or disclosed
at fair value in the financial statements on a méeg basis (at least annually), (2) exclude ceartaasing
transactions accounted for under SFAS No:A8¢counting for Leases’, from the scope of Statement 157, and
(3) include several specific examples of itemsikelegor not eligible for the one-year deferral. Tgrevisions of
SFAS No. 157 are effective for financial statemeésgsied for fiscal years beginning after Novemt®rzD07, and
interim periods within those fiscal years. FSP FI&3-1is effective upon the initial adoption of SFAS N&.7. FSF
FAS 157-2 defers the effective date of certain jgions of SFAS No. 157 to fiscal years beginningaf
November 15, 2008, and interim periods within thiiseal years for items within the scope of the F&R do no
expect the adoption of SFAS No. 157, FSP FAS 18RdLFSP FAS 157-2 to have a material impact on our
Consolidated Financial Statements.

In February 2007, the FASB issued SFAS No. 158¢ Fair Value Option for Financial Assets and Bircial
Liabilities — Including an amendment of FASB Statement No. 1$5AS No. 159 permits entities to choose to
measure many financial instruments and certainr s at fair value that are not currently regdito be
measured at fair value. It also establishes pratentand disclosure requirements designed toiti@eilcomparisons
between entities that choose different measureatéitiutes for similar types of assets and lialetit The provisior
of SFAS No. 159 are effective for financial statesassued for fiscal years beginning after Novenilie 2007.
This Statement should not be applied retrospegtiteefiscal years beginning prior to the effectilege, except as
permitted with early adoption. We are evaluatingethler to adopt SFAS No. 159 and what impact thetao
would have on our Consolidated Financial Statemiémie were to adopt it. If we adopt SFAS No. 16%0uld

have a material impact on our Consolidated FindiSt@ements.

In June 2007, the FASB ratified the Emerging Isstesk Force’s (“EITF”) consensus conclusion on

EITF 07-03,"Accounting for Advance Payments for Goods or S&wito Be Used in Future Research and
Developmer” . EITF 07-03 addresses the diversity which existh vespect to the accounting for the non-
refundable portion of a payment made by a reseamdhdevelopment entity for future research and ldpwneent
activities. Under this conclusion, an entity isugqd to defer and capitalize non-refundable adegayments made
for research and development activities until #lated goods are delivered or the related seraiceperformed.
EITF 07-03is effective for interim or annual reporting persod fiscal years beginning after December 15, 208
requires prospective application for new contracitered into after the effective date. The adopion

EITF 07-03 will not have a material impact on ownGolidated Financial Statements.

In December 2007, the FASB issued SFAS No. 141i§Re\2007) (“SFAS No. 141(R)")Business
Combinations”, which requires the recognition of assets acquiialilities assumed, and any noncontrolling
interest in an acquiree at the acquisition dateviaiue with limited exceptions. SFAS No. 141(R)wshange the
accounting treatment for certain specific items metlides a substantial number of new disclosugeirements.
SFAS No. 141(R) applies prospectively to businesslinations for which the acquisition date is orafter the
beginning of the first annual reporting period g on or after December 15, 2008. The adoptfon o
SFAS No. 141(R) will have a material impact on @ansolidated Financial Statements for material esitipns
consummated on or after March 29, 2009.
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In December 2007, the FASB issued SFAS No. 1l§6ncontrolling Interests in Consolidated Financial
Statements — An Amendment of ARB No., 5itfich establishes new accounting and reportiagdstrds for
noncontrolling interest (minority interest) and fbe deconsolidation of a subsidiary. SFAS No. 480 includes
expanded disclosure requirements regarding theesiteof the parent and its noncontrolling inter88AS No. 160
is effective for fiscal years, and interim periadghin those fiscal years, beginning on or aftec@maber 15, 2008.
We do not expect the adoption of SFAS No. 160 teteamaterial impact on our Consolidated Finar8tatement:

In December 2007, the FASB ratified EITF consertsrglusion on EITF 07-01XAccounting for Collaborative
Arrangement” . EITF 07-01 defines collaborative arrangementseastdblishes reporting requirements for
transactions between participants in a collabogagivangement and between participants in the geraent and
third parties. Under this conclusion, a particip@na collaborative arrangement should disclosermétion about
the nature and purpose of its collaborative arrarages, the rights and obligations under the coliatdee
arrangements, the accounting policy for collabweatirrangements, and the income statement claggificand
amounts attributable to transactions arising frobedollaborative arrangement between participamtedch period
an income statement is presented. EITF 07-01 éc#fk for interim or annual reporting periodsischl years
beginning after December 15, 2008 and requiresspérctive application to all prior periods presdrit all
collaborative arrangements existing as of the &ffealate. While we have not yet completed ourysis] we do nc
anticipate the implementation of EITF 07-01 to hawaaterial impact on our Consolidated Financiatehents.

In March 2008, the FASB issued SFAS No. 1#lisclosures about Derivative Instruments and Hetypi
Activities— An Amendment of SFAS No. 138BFAS 161 requires enhanced disclosures abouitiy’ e derivative
and hedging activities, including how an entitysuderivative instruments, how derivative instrunseantd related
hedged items are accounted for under SFAS No.“A&8punting for Derivative Instruments and Hedging
Activities” , and how derivative instruments and related hedgeus affect an entity’s financial position, firaal
performance, and cash flows. The provisions of SN&S161 are effective for financial statementsiésksfor fiscal
years beginning after November 15, 2008, and imtgitriods within those fiscal years. We do not explee
adoption of SFAS No. 161 to have a material impacbur Consolidated Financial Statements.

LIQUIDITY AND CAPITAL RESOURCES

As of
March 31, Increase /
(In millions) 2008 2007 (Decrease
Cash and cash equivalel $1,55¢ $1,371 $ 182
Shor-term investment 734 1,26¢ (530
Marketable equity securitie 72¢ 341 38¢
Total $3,01¢  $2,97¢ $ 40
Percentage of total ass 50% 58%
Year Ended
March 31, Increase /
(In millions) 2008 2007  (Decrease
Cash provided by operating activiti $33€ $397 $ (59
Cash used in investing activiti (429 (487 58
Cash provided by financing activiti 243 19C 53
Effect of foreign exchange on cash and cash ecprits 30 29 1
Net increase in cash and cash equival $182 $12¢ $ 53
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Changes in Cash Flov

During fiscal 2008, we generated $338 million ofltérom operating activities as compared to $39Kanifor
fiscal 2007. The decrease in cash provided by tipgractivities for fiscal 2008 as compared to dis2007 was
primarily due to (1) an increase in operating exgesnpaid resulting from an increase in advertiaimgy marketing
costs, external development expenses and persoelatdd expenses and (2) a $90 million increasecientive-
based cash compensation paid in fiscal 2008 wherte warned with respect to fiscal 2007 performafbese
decreases were significantly offset by higher eeenue collected during fiscal 2008 as compardi$¢al 2007.

For fiscal 2008, we generated $2,306 million ofrcpeoceeds from maturities and sales of short-tewastments
and $192 million in proceeds from sales of commoglksthrough our stock-based compensation planspBmary
use of cash in non-operating activities consistgd 0$1,739 million used to purchase short-terrrestments,

(2) $607 million for the acquisition of VGH, and) @277 million used to purchase marketable eqiétabturities
and other investments.

Short-term investments and marketable equity setias

Due to our mix of fixed and variable rate secusitieur short-term investment portfolio is suscdpttb changes in
short-term interest rates. As of March 31, 2008,ahwort-term investments had gross unrealized g#i68 million,
or 1 percent of the total in short-term investmeatsl gross unrealized losses of less than $lomjlbr less than
1 percent of the total in short-term investmenteni-time to time, we may liquidate some or all af short-term
investments to fund operational needs or othevities, such as capital expenditures, businessisitigns or stock
repurchase programs. Depending on which short-tevestments we liquidate to fund these activities,could
recognize a portion, or all, of the gross unrealigains or losses.

Marketable equity securities increased to $729%anilas of March 31, 2008, from $341 million as o&f¢h 31,
2007, primarily due to (1) an increase of $251inmillin the fair value of our investment in UbisE&fttertainment,
(2) our $167 million investment in The9, and (3y 883 million common stock investment in Neowiz €8k
increases were partially offset by (1) an $81 wiillimpairment recognized on The9 investment ane 38 millior
impairment recognized on the Neowiz common stogkstment. In addition to the Neowiz common stock
investment noted above, we made a $27 million prediestock investment in Neowiz which is classifiedther
assets on our Consolidated Balance Sheet. We rizeniga $9 million impairment on our Neowiz preferstock
investment.

Receivables, net

Our gross accounts receivable balances were $34dmand $470 million as of March 31, 2008 and 200
respectively. The increase in our accounts recéviadlance was primarily due to higher sales vokichaing the
fourth quarter of fiscal 2008 as compared to thetfoquarter of fiscal 2007. Reserves for salagrnst pricing
allowances and doubtful accounts increased in at&sdbllars from $214 million as of March 31, 2G67

$238 million as of March 31, 2008. As a percentafgeailing nine month net revenue, reserves deg@drom

8 percent as of March 31, 2007, to 7 percent &dasth 31, 2008. We believe these reserves are atieased on
historical experience and our current estimateotémtial returns, pricing allowances and doubtfidaunts.

Inventories

Inventories increased to $168 million as of Mardh 3008 from $62 million as of March 31, 2007, paiily as a
result of (1) $64 million irRock Bandnventory, of which approximately $43 million wastransit as of March 31,
2008, and (2) the overall growth of our business.
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Other current asset

Other current assets increased to $290 milliorf &amch 31, 2008, from $219 million as of March 2007,
primarily due to the reclassification as an ass#d for sale of our facility in Chertsey, Englamdrh property and
equipment, net, to other current assets.

Other assets

Other assets increased to $157 million as of M&dg2008, from $96 million as of March 31, 20074nmarily due
to (1) $19 million higher prepaid royalties, (2gher other investments of $15 million substantiadigulting from
our purchase of Neowiz preferred stock, and (3)®ilBon of prepaid taxes reclassified from curressets.

Accounts payable

Accounts payable increased to $229 million as ofdii&1, 2008, from $180 million as of March 31, 200
primarily due to higher inventory purchases relateock Band

Accrued and other current liabilities

Our accrued and other liabilities decreased to $6B8n as of March 31, 2008 from $814 million esMarch 31,
2007. The decrease was primarily due to (1) $27Bomiof current income taxes accrued being redii@ssto non-
current tax obligations as a result of our adoptibRIN No. 48 (see Note 10 of the Notes to Comsdéd Financial
Statements), and (2) a decrease of $32 milliorcaneed incentive-based compensation. These decrease
partially offset by an increase of $106 millionroyalties payable primarily due ®ock Band

Deferred income taxes, net

Our net deferred income tax asset position incrbbgeb197 million as of March 31, 2008 as compdoesllarch 31
2007 primarily due to increases of (1) $76 milliardeferred taxes related to current year tax [gioni

(2) $53 million in deferred taxes related to ouguisition of VGH, (3) $43 million in deferred tassets related to
our adoption of FIN No. 48 and current year adtgit and (4) $25 million in deferred tax assetatesl to stock-
based compensation.

Financial Condition

We believe that cash, cash equivalents, short-tevastments, marketable equity securities, caslergéed from
operations and available financing facilities vl sufficient to meet our operating requirementsafdeast the next
twelve months, including working capital requirertsertapital expenditures and, potentially, futurguasitions or
strategic investments. We may choose at any timaise additional capital to strengthen our finahpbsition,
facilitate expansion, pursue strategic acquisitiamg investments or to take advantage of busingssrtunities as
they arise. There can be no assurance, howevésuba additional capital will be available to usfavorable
terms, if at all, or that it will not result in ssfantial dilution to our existing stockholders.

On March 13, 2008, we commenced an unsoliciteddiRper share cash tender offer for all of the aniding
shares of Take-Two Interactive Software, Inc., &al@are corporation (“Take-Two"), for a total purcleaprice of
approximately $2.1 billion. On April 18, 2008, wejasted the purchase price in the cash tender wff$25.74 per
share following the approval by Take-Two stockhotdaf amendments to Take-Twao’s Incentive Stock Rldrich
would permit the issuance of additional sharessfricted stock to ZelnickMedia Corporation purduarits
management agreement with Take-Two. The total agdeepurchase price for Take-Two did not changge r@sult
of the adjustment to the per share purchase priteei tender offer. On May 9, 2008, we receivedramitment
from certain financial institutions to provide ugttwup to $1.0 billion of senior unsecured termrdmancing at any
time until January 9, 2009, to be used to provigerion of the funds for the offer and/or mergaie will be
required to repay any funds we borrow under tha tean
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facility, plus accrued interest, on the earlie(af364 days from the date on which we initiallydoav the funds and
(b) August 9, 2009. On May 19, 2008, we extendedetkpiration date of the tender offer until June2008. We
intend to pay for the Take-Two shares and relateusaction fees and expenses with internally availeash and
borrowings under the term loan facility or otherafincing sources, which may be available to userfuture.

The loan financing arrangements supporting our RedinCity headquarters leases with Keybank National
Association, described in the “Off-Balance Sheetn@itments”section below, are scheduled to expire in July 2
At any time prior to the expiration of the finangim July 2009, we may re-negotiate the lease heddlated
financing arrangement. Upon expiration of the leas& may purchase the facilities for $247 millionarrange for
a sale of the facilities to a third party. In thept of a sale to a third party, if the sale pigckess than $247 million,
we will be obligated to reimburse the differencénm®en the actual sale price and $247 million, uméximum of
$222 million, subject to certain provisions of {kases.

As of March 31, 2008, approximately $1,357 millimihour cash, cash equivalents, short-term investsnemd
marketable equity securities that was generatad bperations was domiciled in foreign tax jurisiins. While we
have no plans to repatriate these funds to theedr8tates in the short term, if we choose to doveowould accrue
and pay additional taxes on any portion of the trégadon where no United States income tax had lpgewmiously
provided.

We have a “shelf” registration statement on Fori3 & file with the SEC. This shelf registrationtstaent, which
includes a base prospectus, allows us at any troéér any combination of securities describethi prospectus |
one or more offerings up to a total amount of $kdoi. Unless otherwise specified in a prospectygpement
accompanying the base prospectus, we would useethgroceeds from the sale of any securities adfpregsuant to
the shelf registration statement for general caf@purposes, including for working capital, finegugccapital
expenditures, research and development, marketidglistribution efforts and, if opportunities ariger
acquisitions or strategic alliances. Pending swegsuwe may invest the net proceeds in intdreating securities.
addition, we may conduct concurrent or other finags at any time.

Our ability to maintain sufficient liquidity coulde affected by various risks and uncertaintiesuigiclg, but not
limited to, those related to customer demand acdgance of our products on new platforms and nensiens of
our products on existing platforms, our abilitycmlect our accounts receivable as they becomedleessfully
achieving our product release schedules and attaour forecasted sales objectives, the impactadiaitions and
other strategic transactions in which we may engtimgeimpact of competition, economic conditionshia United
States and abroad, the seasonal and cyclical naitone business and operating results, risks odpct returns and
the other risks described in the “Risk Factors'tiseg included in Part I, Item 1A of this report.

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

The products we produce in our studios are designdccreated by our employee designers, artidisyae
programmers and by non-employee software develdfiadependent artists” or “third-party developerse
typically advance development funds to the indepandrtists and thirgarty developers during development of
games, usually in installment payments made upercdmpletion of specified development milestones.
Contractually, these payments are generally corsid@dvances against subsequent royalties on b dfahe
products. These terms are set forth in written @gents entered into with the independent artisdstiaind-party
developers.

In addition, we have certain celebrity, league emitent license contracts that contain minimum guige paymen
and marketing commitments that may not be deperafeany deliverables. Celebrities and organizatieitis
whom we have contracts include: FIFA, FIFPRO FotindaUEFA and FAPL (Football Association Premier
League Limited) (professional soccer); NASCAR (&toar racing); National Basketball Association fpssional
basketball); PGA TOUR and Tiger Woods (professigmudd); National Hockey League and NHL Players’
Association (professional hockey); Warner Bros.ri&@otter and Batman); New
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Line Productions and Saul Zaentz Company (The béttie Rings); Red Bear Inc. (John Madden); Nationa
Football League Properties and PLAYERS Inc. (praifasal football); Collegiate Licensing Company (egiate
football and basketball); Viacom Consumer Prod(itte Godfather); ESPN (content in EA SPORT§ames);
Twentieth Century Fox Licensing and Merchandisifgg Simpsons); and Hasbro, Inc. (a wide array afiifa
intellectual properties). These developer and gurteense commitments represent the sum of (1¢ésé paymen
due under non-royalty-bearing licenses and senagesements, and (2) the minimum guaranteed pagra@ilt
advances against royalties due under royalty-bgdidenses and services agreements, the majorighiwh are
conditional upon performance by the counterparhese minimum guarantee payments and any relatebtimay
commitments are included in the table below.

The following table summarizes our minimum contwatiobligations and commercial commitments as ofd&1,
2008, and the effect we expect them to have origuidity and cash flow in future periods (in mdhs):

Commercial

Contractual Obligations Commitments

Developer/ Letter of Credit,

Licensor Bank and Other

Fiscal Year Ending March 31 Leases) Commitments®  Marketing Guarantees Total

2009 $ 62 $ 17¢ $ 66 $ 6 $ 31C
2010 50 182 42 — 27¢
2011 40 29¢ 38 — 37¢€
2012 33 147 38 — 21¢
2013 26 134 38 — 19¢
Thereaftel 53 612 15E — 82(
Total $ 264 $ 155 $ 377 $ 6 $2,197

(M See discussion on operating leases in the “OffiR@&heet Commitments” section below for additional
information. Lease commitments include contractaatal commitments of $13 million under real estate
leases for unutilized office space resulting framn @structuring activities. These amounts, netstimated
future sub-lease income, were expensed in thegedbthe related restructuring and are includealin
accrued and other current liabilities reported on©@onsolidated Balance Sheets as of March 31,.2068
Note 6 of the Notes to Consolidated Financial Statets.

@  Developer/licensor commitments include $10 millafrcommitments to developers or licensors that Heeey
recorded in current and long-term liabilities ancbaresponding amount in current and long-termtasseour
Consolidated Balance Sheets as of March 31, 2068use payment is not contingent upon performandad
developer or licenso

The amounts represented in the table above refleaninimal cash obligations for the respectivedisyears, but ¢
not necessarily represent the periods in which thihbe expensed in our Consolidated FinanciateSteents.

In addition to what is included in the table aboa®discussed in Note 10 of the Notes to Conselitleinancial
Statements, we have adopted the provisions of FINAE. As of March 31, 2008, we had a liability for
unrecognized tax benefits and an accrual for tlyeneat of related interest totaling $360 million,vatiich
approximately $41 million is offset by prior casbpwsits to tax authorities for issues pending tegmi. For the
remaining liability, we are unable to make a reabiyreliable estimate of when cash settlement withxing
authority will occur.

Related Person Transaction

Prior to becoming Chief Executive Officer of Elentic Arts, John Riccitiello was a Founder and Mangdirectot
of Elevation Partners, L.P., and also served asf@hiecutive Officer of VGH, which we acquired in
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January 2008. At the time of the acquisition, MicdRiello held an indirect financial interest inGH resulting from
his interest in the entity that controlled Elevat®artners, L.P. and his interest in a limited pparbf Elevation
Partners, L.P. Elevation Partners, L.P. was a fsigmit stockholder of VGH. As a result of the adifimn,

Mr. Riccitiello’s financial returns related to tlemterests, including returns of deemed capitatrifoutions, have
been $2.4 million to date (some of which Mr. Riegdib could be required to return depending ongldormance ¢
the Elevation entities), and could be up to antéitil $1.6 million plus any interest or other amtsuearned
thereon. This amount could be reduced, howevea, \m@riety of factors, including investment losséElevation, if
any, as well as certain expenses of Elevationabald offset partnership profits. Upon his separafrom Elevatior
Partners, L.P., Mr. Riccitiello ceased to have famther control or influence over these factors.

From the commencement of negotiations with VGHhatdirection of EA’s Board of Directors, EA’'s Audi
Committee engaged directly with EA management fiedelently from Mr. Riccitiello) to analyze and cules the
potential benefits, risks and material terms ofdabguisition. EA’s Board of Directors approved #uoguisition after
reviewing with EA’s management and members of todiRCommittee the terms of the acquisition and the
potential benefits and risks thereof, as well asRiccitiello’s personal financial interest in VGithd the
acquisition. Mr. Riccitiello recused himself frolmet Board of Directors meeting during the Board'kbeéeation of
the acquisition and he did not vote on the acqaisit

OFF-BALANCE SHEET COMMITMENTS

We lease certain of our current facilities, furni@and equipment under non-cancelable operatirsg lagreements.
We are required to pay property taxes, insurandenanmal maintenance costs for certain of thesititfas and will
be required to pay any increases over the baseojé¢iaese expenses on the remainder of our faliti

In February 1995, we entered into a build-to-séisk (“Phase One Lease”) with a third-party leksoour
headquarters facilities in Redwood City, Califor(fi@hase One Facilities”). The Phase One Facilt@nprise a
total of approximately 350,000 square feet and idgpace for sales, marketing, administrationrasdarch and
development functions. In July 2001, the lessanegfced the Phase One Lease with Keybank Natiossd@ation
through July 2006. The Phase One Lease expiremimady 2039, subject to early termination in therghe
underlying financing between the lessor and itslées is not extended. Subject to certain termscanditions, we
may purchase the Phase One Facilities or arramghdsale of the Phase One Facilities to a thérdyp

Pursuant to the terms of the Phase One Lease, weeamaoption to purchase the Phase One Facilitiasyatime for
a purchase price of $132 million. In the event sk to a third party, if the sale price is lés=mnt$132 million, we
will be obligated to reimburse the difference betwéhe actual sale price and $132 million, up teaximum of
$117 million, subject to certain provisions of filease One Lease, as amended.

On May 26, 2006, the lessor extended its loan fimanunderlying the Phase One Lease with its lettepugh
July 2007, and on May 14, 2007, the lenders exigtitis financing again for an additional year thgbuuly 2008.
On April 14, 2008, the lenders extended the finagdor another year through July 2009. At any tpmier to the
expiration of the financing in July 2009, we maynegotiate the lease and the related financingngeiment. We
account for the Phase One Lease arrangement geeeatiog lease in accordance with SFAS No."A8¢ounting
for Lease” , as amended.

In December 2000, we entered into a second buikliiblease (“Phase Two Lease”) with Keybank Natlon
Association for a five and one-half year term bagig in December 2000 to expand our Redwood Cigfif@nia
headquarters facilities and develop adjacent ptpgdPhase Two Facilities”). Construction of thea®ke Two
Facilities was completed in June 2002. The Phase Hacilities comprise a total of approximately 300 square
feet and provide space for sales, marketing, adtnation and research and development functiorigesuto
certain terms and conditions, we may purchase lasdéTwo Facilities or arrange for the sale ofRhase Two
Facilities to a third party.
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Pursuant to the terms of the Phase Two Lease, weedraoption to purchase the Phase Two Facilitiesyatime fo
a purchase price of $115 million. In the event sk to a third party, if the sale price is lés=mt$115 million, we
will be obligated to reimburse the difference betwéhe actual sale price and $115 million, up teaximum of
$105 million, subject to certain provisions of fPlease Two Lease, as amended.

On May 26, 2006, the lessor extended the PhaselBase through July 2009 subject to early termimaiticthe
event the underlying loan financing between thedesnd its lenders is not extended. Concurrenitly thie
extension of the lease, the lessor extended tmeflioancing underlying the Phase Two Lease witleitslers
through July 2007. On May 14, 2007, the lendersreked this financing again for an additional yeaough July
2008. On April 14, 2008, the lenders extended itencing for another year through July 2009. At eime prior to
the expiration of the financing in July 2009, weyme-hegotiate the lease and the related financing gemment. Wi
account for the Phase Two Lease arrangement ggsegiating lease in accordance with SFAS No. 13nanded.

We believe that, as of March 31, 2008, the estith&t values of both properties under these opegdtases
exceeded their respective guaranteed residualsalue

The two lease agreements with Keybank National éiaton described above require us to maintairagert
financial covenants as shown below, all of whichweze in compliance with as of March 31, 2008.

Actual as of
Financial Covenants Requirement March 31, 200¢
Consolidated Net Worth (in million: equal to or greater th $2,43C $ 4,33¢
Fixed Charge Coverage Ra equal to or greaterth  3.0C 3.8¢
Total Consolidated Debt to Capi equal to or less thi 60% 5.4%
Quick Ratio— Q1 & Q2 equal to or greaterth  1.0C N/A
Q3& Q4 equal to or greaterth ~ 1.7% 7.71

In February 2006, we entered into an agreementavittndependent third party to lease a facilitginldford,
Surrey, United Kingdom, which commenced in June6288d will expire in May 2016. The facility compsa tote
of approximately 95,000 square feet, which we wsafiministrative, sales and development functiGns.rental
obligation under this agreement is approximatel§ #dllion over the initial ten-year term of the &ea

In June 2004, we entered into a lease agreemeefaed in December 2005, with an independent ttartydor a
studio facility in Orlando, Florida. The lease coemued in January 2005 and expires in June 2010,omig five-
year option to extend the lease term. The campuilétifss comprise a total of 140,000 square feat provide spac
for research and development functions. Our restihdjation over the initial five-and-a-half yearrneof the lease is
$15 million.

In July 2003, we entered into a lease agreemehtamtindependent third party (the “Landlord”) fostadio facility
in Los Angeles, California, which commenced in ®etin2003 and expires in September 2013 with twe-figar
options to extend the lease term. Additionally,hage options to purchase the property after fivktan years
based on the fair market value of the properthatdate of sale, a right of first offer to purchése property upon
terms offered by the Landlord, and a right to shiatbe profits from a sale of the property. Exigticampus
facilities comprise a total of 243,000 square fe@l provide space for research and developmentidmsc Our
rental obligation under this agreement is $50 omllover the initial ten-year term of the lease sTd@mmitment is
offset by expected sublease income of $6 milliarefsublease to an affiliate of the Landlord o008, square feet
of the Los Angeles facility, which commenced in @xtr 2003 and expires in September 2013, with optad early
termination by either party after October 2008.

In October 2002, we entered into a lease agreeméhtan independent third party for a studio fiagiin
Vancouver, British Columbia, Canada, which commerineMay 2003 and expires in April 2013. We amentiex
lease in October 2003. The facility comprises altot approximately 65,000 square feet and provitese for
research and development functions. Our rentagjatiin under this agreement is approximately $1Bamiover
the initial ten-year term of the lease.
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Director Indemnity Agreement

We entered into indemnification agreements witthezfche members of our Board of Directors at thetthey
joined the Board to indemnify them to the extenthptied by law against any and all liabilities, tgexpense:
amounts paid in settlement and damages incurreédebgtirectors as a result of any lawsuit, or amjgial,
administrative or investigative proceeding in whihbk directors are sued or charged as a resuieafgervice as
members of our Board of Directors.

INFLATION

We believe the impact of inflation on our result®perations has not been significant in any ofghst three fiscal
years.

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

We are exposed to various market risks, includimanges in foreign currency exchange rates, inteagss and
market prices. Market risk is the potential lossiag from changes in market rates and market gpridéée employ
established policies and practices to manage tigse Foreign exchange option and forward consracé used to
hedge anticipated exposures or mitigate some rgistkposures subject to foreign exchange riskssudsed belo
We have not historically, nor do we currently, heagir short-term investment portfolio. We do natsider our
cash and cash equivalents to be exposed to signifioterest rate risk because our cash and cashadent
portfolio consists of highly liquid investments tibriginal maturities of three months or less (Sete 2 to the
Consolidated Financial Statements included in I8eofi this report). We also do not currently hedge market pric
risk relating to our equity investments. Furthee, @ not enter into derivatives or other finangiatruments for
trading or speculative purposes (see Note 3 t€tresolidated Financial Statements included in I8eofi this
report).

Foreign Currency Exchange Rate Risk

Cash Flow Hedging Activities From time to time, we hedge a portion of our igmecurrency risk related to
forecasted foreign-currency-denominated sales apdnse transactions by purchasing option contthats
generally have maturities of 15 months or less s€hlteansactions are designated and qualify asfleagimedges.
The derivative assets associated with our hedgitigitées are recorded at fair value in other cuotrassets in our
Consolidated Balance Sheets. The effective podfarains or losses resulting from changes in falug of these
hedges is initially reported, net of tax, as a congnt of accumulated other comprehensive inconséoickholders’
equity and subsequently reclassified into net reeesr operating expenses, as appropriate in thedoehen the
forecasted transaction is recorded. The ineffeqiomtion of gains or losses resulting from changdair value, if
any, is reported in each period in interest anémithcome, net, in our Consolidated Statementsparations. Our
hedging programs are designed to reduce, but demwely eliminate, the impact of currency exchaungte
movements in revenue and operating expenses. Mauafh 31, 2008, we had foreign currency option ets to
purchase approximately $48 million in foreign caies and to sell approximately $254 million ofeigm
currencies. As of March 31, 2008, these foreigmengy option contracts outstanding had a totalalue of

$5 million, included in other current assets. AdMafrch 31, 2007, we had foreign currency optiontamis to
purchase approximately $28 million in foreign cagies and to sell approximately $72 million of figrecurrencie:
As of March 31, 2007, these foreign currency optiontracts outstanding had a total fair value s$ ldnan

$1 million, included in other current assets.

Balance Sheet Hedging Activitic We use foreign exchange forward contracts togatiéi foreign currency risk
associated with foreign-currency-denominated asseddiabilities, primarily intercompany receivabland
payables. The forward contracts generally haven&ractual term of three months or less and aressreted near
month-end. Our foreign exchange forward contractaat designated as hedging instruments under A3 33
and are accounted for as derivatives whereby thedhie of the contracts are reported as otharotiassets or
other current liabilities in our Consolidated BalarSheets, and gains and losses
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from changes in fair value are reported in inteagst other income, net. The gains and losses @e floeward
contracts generally offset the gains and lossab®@ninderlying foreign-currency-denominated asaetkliabilities,
which are also reported in interest and other ireamet, in our Consolidated Statements of Operstioncertain
cases, the amount of such gains and losses wiiifisigntly differ from the amount of gains and lesgecognized ¢
the underlying foreign currency denominated asséability, in which case our results will be imgtad. As of
March 31, 2008, we had forward foreign exchangdreets to purchase and sell approximately $540aniin
foreign currencies. Of this amount, $479 milliopnesented contracts to sell foreign currenciexahange for
U.S. dollars, $13 million to sell foreign currensilm exchange for British pounds sterling and $4i8an to
purchase foreign currencies in exchange for U.8amdo As of March 31, 2007, we had forward foreaxthange
contracts to purchase and sell approximately $1illibmin foreign currencies. Of this amount, $73lion
represented contracts to sell foreign currenciexahange for U.S. dollars, $8 million to sell figrecurrencies in
exchange for British pounds sterling and $23 millio purchase foreign currencies in exchange f&: dollars. Th
fair value of our forward contracts was immateaslof March 31, 2008 and March 31, 2007.

The counterparties to these forward and optionrectg are creditworthy multinational commercial ksrtherefore
the risk of counterparty nonperformance is not @ered to be material.

Notwithstanding our efforts to mitigate some fore@irrency exchange rate risks, there can be nwars= that oL
hedging activities will adequately protect us agathe risks associated with foreign currency fiations. As of
March 31, 2008, a hypothetical adverse foreignemay exchange rate movement of 10 percent or Xepewould
have resulted in a potential loss in fair valu®arf option contracts used in cash flow hedgingofifilion in both
scenarios. As of March 31, 2007, a hypotheticaksask foreign currency exchange rate movement woae
resulted in a potential loss in fair value of option contracts used in cash flow hedging of $liamilin both
scenarios. A hypothetical adverse foreign currenahange rate movement of 10 percent or 15 pevesuld have
resulted in potential losses on our forward consrased in balance sheet hedging of $56 million&s®imillion,
respectively, as of March 31, 2008, and $9 milkol $14 million, respectively, as of March 31, 200fis
sensitivity analysis assumes a parallel advergeisHoreign currency exchange rates against tt& dollar.
Exchange rates do not always move in the sametidine@ctual results may differ materially.

Interest Rate Risk

Our exposure to market risk for changes in intengists relates primarily to our short-term invesitrmortfolio. We
manage our interest rate risk by maintaining aestment portfolio generally consisting of debtiinstents of high
credit quality and relatively short maturities. Hower, because short-term securities mature relatizéckly and
are required to be reinvested at the then curranken rates, interest income on a portfolio coiggstf short-term
securities is more subject to market fluctuatidramta portfolio of longer term securities. Additadly, the
contractual terms of the securities do not perhatissuer to call, prepay or otherwise settle dueisties at prices
less than the stated par value of the securitiasir@estments are held for purposes other thatinga Also, we do
not use derivative financial instruments in ourrgtterm investment portfolio.

As of March 31, 2008 and 2007, our short-term itwests were classified as available-for-sale andsequently,
recorded at fair market value with unrealized ganksses resulting from changes in fair valuertgd as a
separate component of accumulated other comprefeeimsiome, net of any tax effects, in
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stockholders’ equity. Our portfolio of short-termvestments consisted of the following investmeit¢garies,
summarized by fair value as of March 31, 2008 &@7in millions):

As of March 31,

2008 _ 2007
U.S. agency securitie $26€ $ 264
Corporate bond 231 22¢€
U.S. Treasury securitie 161 92
Asse-backed securitie 64 10€
Commercial pape _ 12 574

Total shor-term investment $734  $1,26¢

Notwithstanding our efforts to manage interest retties, there can be no assurance that we wildiegaately
protected against risks associated with interdéstfhactuations. At any time, a sharp change ienest rates could
have a significant impact on the fair value of mwestment portfolio. The following table presetits hypothetical
changes in fair value in our short-term investnpantfolio as of March 31, 2008, arising from potahthanges in
interest rates. The modeling technique estimateshinge in fair value from immediate hypothetpdallel shifts
in the yield curve of plus or minus 50 basis po{tiBPS"), 100 BPS, and 150 BPS.

Valuation of Securities Fair Value Valuation of Securities
Given an Interest Rate as of Given an Interest Rate
Decrease of X Basis Points March 31, Increase of X Basis Points
(In millions) (150 BPS  (100BPS (50 BPS 2008 50 BPS 100 BPS 150 BP
U.S. agency securitie $ 27¢ $ 27C $ 268 $ 26€ $265 $ 261 $ 25¢
Corporate bond 23t 234 23¢ 231 23C 22¢ 227
U.S. Treasury securitie 16€ 164 162 161 16C 15¢ 15€
Asse-backed securitie 64 64 64 64 64 63 63
Commercial pape 12 12 12 12 12 12 12
Total short-term

investments $ 75C $ 744 $ TAC $ 734 $72¢ $ 72: $ 71

The following table presents the hypothetical clesnig fair value in our short-term investment paitf as of
March 31, 2007, arising from selected potentiainges in interest rates.

Valuation of Securities Fair Value Valuation of Securities
Given an Interest Rate as of Given an Interest Rate
Decrease of X Basis Point March 31, Increase of X Basis Pointt

(In millions) (150 BPS (100 BPS (50 BPS 2007 50 BPS 100 BPS 150 BPS
Commercial pape $ 57t $ 57t $ 574 $ 574 $ 57 $ 578 $ 57z
U.S. agency securitie 271 26¢ 267 264 262 25¢ 257
Corporate bond 231 23C 22¢ 22¢ 22t 228 222
Asse-backed securitie 11C 10¢ 10¢ 10¢€ 107 10¢€ 10t
U.S. Treasury securitie 95 94 94 92 92 91 90
Total shor-term investment $ 1,28 $ 1277 $1271 $ 1,264 $1,25¢ $1,252 $1,24¢

Market Price Risk

The value of our equity investments in publiclydied companies is subject to market price volatditg foreign
currency risk for investments denominated in fanaigrrencies. As of March 31, 2008 and 2007, ouketable
equity securities were classified as availablesfale and, consequently, were recorded in our
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Consolidated Balance Sheets at fair market valtie wirealized gains or losses reported as a sepesatponent of
accumulated other comprehensive income, net otangffects, in stockholders’ equity. The fair valof our
marketable equity securities was $729 million aBdI$million as of March 31, 2008 and 2007, respebfi In
fiscal 2008, we recognized an other-than-temparapairment loss of $109 million.

At any time, a sharp change in market prices inimugstments in marketable equity securities chalde a
significant impact on the fair value of our investms. The following table presents hypotheticaihtfes in the fair
value of our marketable equity securities as ofda&81, 2008, arising from changes in market prjtas or minus
25 percent, 50 percent and 75 percent.

Valuation of Securities Valuation of Securities
Given an X Percentage Given an X Percentage
Decrease in Each Fair Value Increase in Each
Stock’'s Market Price as of Stock's Market Price
(In millions) (75%) (50%) (25%) _March 31,2008 _25% 50% 75%
Marketable equity securitie $182 $36¢ $547 $72¢ $911  $1,09¢ $1,27¢

The following table presents hypothetical changethé fair value of our marketable equity secusitis of
March 31, 2007, arising from changes in marketgsriglus or minus 25 percent, 50 percent and 7®ptrc

Valuation of Securities Valuation of Securities
Given an X Percentage Given an X Percentage
Decrease in Eact Fair Value Increase in Each
Stock’s Market Price as of Stock's Market Price
(In millions) (75%) (50%) (25%) March 31,2007 _ 25% 50% 75%
Marketable equity securitie $85 $171 $25€ $341 $42€ $512 $597
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Item 8: Financial Statements and Supplementary Data

Index to Consolidated Financial Statements

Page
Consolidated Financial Statements of Electronis Amt. and Subsidiarie
Consolidated Balance Sheets as of March 31, 2002607 61
Consolidated Statements of Operations for the YEaded March 31, 2008, 2007 and 2( 62
Consolidated Statements of Stockholders’ Equity @achprehensive Income (Loss) for the Years Ended
March 31, 2008, 2007 and 20 63
Consolidated Statements of Cash Flows for the Yeaded March 31, 2008, 2007 and 2! 64
Notes to Consolidated Financial Stateme 65
Reports of Independent Registered Public Accourfing 10€
Financial Statement Schedu
The following financial statement schedule of BElenic Arts Inc. and Subsidiaries for the years ende
March 31, 2008, 2007 and 2006 is filed as parhisf teport and should be read in conjunction whih t
Consolidated Financial Statements of Electronis Amt. and Subsidiarie
Schedule |— Valuation and Qualifying Accoun 117

Other financial statement schedules have beeneanicause the information called for in them israquired or
has already been included in either the ConsolidBbeancial Statements or the notes thereto
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In millions, except par value dat

ASSETS

Current asset:
Cash and cash equivalel
Shor-term investment
Marketable equity securitie
Receivables, net of allowances of $238 and $2kpedively
Inventories
Deferred income taxes, n
Other current asse

Total current asse

Property and equipment, r
Goodwill

Other intangibles, n¢
Deferred income taxes, n
Other asset

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Accounts payabl
Accrued and other current liabilitis
Deferred net revenue (packaged goods and digitdent)

Total current liabilities

Income tax obligation
Deferred income taxes, n
Other liabilities

Total liabilities
Commitments and contingencies (See Not¢

Stockholder equity:
Preferred stock, $0.01 par value. 10 shares autd
Common stock, $0.01 par value. 1,000 shares aattthrB18 and 311 shares issued and
outstanding, respective
Paic-in capital
Retained earning
Accumulated other comprehensive incc
Total stockholdel equity

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

See accompanying Notes to Consolidated Financa®ents.
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March 31, March 31,
2008 2007
$ 155: $ 1,371

734 1,264
72¢ 341
30€ 25€
16¢€ 62
14¢& 84
29C 21¢
3,92t 3,597
39€ 484
1,152 734
265 21C
164 25
157 96

$ 6,05¢ $ 5,14¢
$ 22¢ $ 18C
68¢ 814
387 32
1,29¢ 1,02¢
31¢ —

5 8

97 80
1,72( 1,11¢

3 3

1,86¢ 1,41z
1,88¢ 2,32:
584 294
4,33¢ 4,032
$ 6,05¢ $ 5,14¢
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except per share da

Net revenue¢
Cost of goods sol

Gross profi

Operating expense
Marketing and sale
General and administratiy
Research and developm
Amortization of intangible:
Acquired ir-process technolog
Restructuring charge

Total operating expens:

Operating income (los:
Losses on strategic investme
Interest and other income, r
Income (loss) before provision for (benefit fromfome 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
Basic
Diluted
Number of shares used in computati
Basic
Diluted

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

2008 2007 2006
$3,66° $3,091 $2,951
1,808 121; 1,181
1,86( 1,87¢ 1,77C
586 46€ 431
33¢ 286 21F
1,148 1,041  75¢
34 27 7
13¢ 3 8
102 15 26
2,347 1,840 1,44¢
(487) 39 32t
(118  — —
98 99 64
(507) 136 38¢
(53) 66 147
(452) 72 24z
— 4 (6)
$(459 $ 76 $ 23€
$(1.45 $ 028 $ 0.7¢
$(1.45) $ 024 $ 0.7¢
314 30 304
314 317 314
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ELECTRONIC ARTS INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND

COMPREHENSIVE INCOME (LOSS)

(In millions, share data in thousands)

Accumulated

Total

Common Stock Paid-in Retained Comprehensive Stockholders’

“Shares Amount Capital Earnings Equity

Balances as of March 31, 20 310,44 $ 3$143¢$ 2,00t $ 56 $ 3,49¢
Net income — — — 23€ — 23€
Change in unrealized gains (losses) on investnemdgerivative

instruments, ne — — — — 33 33
Reclassification adjustment for (gains) lossedjzed on investments

and derivative instruments, r — — — — 4 4
Translation adjustmel — — — — (10 (10)
Comprehensive incorr $ 268
Issuance of common sto 7,174 — 20¢€ — — 20¢€
Repurchase and retirement of common s (12,627 — (709) — — (709)
Stocl-based compensatic — — 3 — — 8
Tax benefit from exercise of stock optic — — 13z — — 13z
Assumption of stock options in connection with astion — — 14 — — 14
Balances as of March 31, 20 304,99 $ 3$1081% 2241% 83 $ 3,40¢
Cumulative effect of adjustments resulting from éu®ption of

SAB No. 108 — — — 6 — 6
Adjusted balance as of March 31, 2( 304,99 $ 3$1081$ 2241 % 83 $ 3,41«
Net income — — — 76 — 76
Change in unrealized gains (losses) on investramdgerivative

instruments, ne — — — — 182 18z
Reclassification adjustment for (gains) lossedjzed on investments

and derivative instruments, r — — — — 5 5
Translation adjustmel — — — — 23 23
Comprehensive incorr $ 287
Issuance of common sto 6,04¢ — 164 — — 164
Stocl-based compensatic — — 13z — — 13z
Tax benefit from exercise of stock optic — — 34 — — 34
Balances as of March 31, 20 311,03¢ $ 3$1412 % 232t $ 294 $ 4,032
Cumulative effect of adjustments resulting from #ueption of

FIN No. 48 — — 14 19 — 33
Adjusted balance as of March 31, 2( 311,03¢ $ 3$142¢$ 234: $ 294 $ 4,06t
Net loss — — — (454) — (454)
Change in unrealized gains (losses) on investnamdgerivative

instruments, ne — — — — 141 141
Reclassification adjustment for (gains) lossedjzed on investments

and derivative instruments, r — — — — 107 107
Translation adjustmel — — — — 42 42
Comprehensive los — — — — — $ 164)
Issuance of common sto 6,645 — 184 — — 184
Stocl-based compensatic — — 15C — — 15C
Tax benefit from exercise of stock optic — — 45 — — 45
Assumption of stock options in connection with dsijion — — 59 — — 58
Balances as of March 31, 20 317,68. $ 3$186¢$% 188t $ 584 $ 4,33¢

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,
(In millions) 2008 2007 2006

OPERATING ACTIVITIES

Net income (loss $ (4549 $ 76 $ 23¢
Adjustments to reconcile net income (loss) to @shcprovided by operating activitie
Depreciation, amortization and accretion, 164 147 95
Stocl-based compensatic 15C 13z 3
Minority interest — 4 6
Non-cash restructuring charg 56 — —
Net losses on investments and sale of propertyegaogmen 111 1 7
Tax benefit from exercise of stock optic — — 13z
Acquired ir-process technoloc 13¢ 3 8
Change in assets and liabiliti
Receivables, ne (8) (18 104
Inventories (200 12 ©)]
Other asset (8) 46 (72)
Accounts payabl 23 2 31
Accrued and other liabilitie 71 34 30
Deferred income taxes, r (260) (54) 8
Deferred net revenue (packaged goods and digitaeat) 35E 23 9
Net cash provided by operating activit 33¢€ 397 59¢€
INVESTING ACTIVITIES
Capital expenditure (84) (17¢€) (121
Proceeds from sale of marketable equity secustigsother investmen — — 6
Purchase of marketable equity securities and atlvestments (275) (@) 2
Proceeds from maturities and sales of «term investment 2,30¢ 1,31t 1,427
Purchase of shc-term investment (1,739 (1,529 (757)
Loan advanci (30 — —
Acquisition of subsidiaries, net of cash acqui (607) (109%) (667)
Net cash used in investing activiti (42¢) (487) (10€)
FINANCING ACTIVITIES
Proceeds from issuance of common sl 19z 16¢ 20¢€
Excess tax benefit from stc-based compensatic 51 36 —
Repayment of note assumed in connection with aitigunis — (14 —
Repurchase and retirement of common s — — (709
Net cash provided by (used in) financing activi 243 19C (503%)
Effect of foreign exchange on cash and cash eqerits 30 28 (13)
Increase (decrease) in cash and cash equivi 182 12¢ (28)
Beginning cash and cash equivale 1,371 1,24z 1,27(
Ending cash and cash equivale 1,55 1,371 1,24z
Shor-term investment 734 1,26¢ 1,03(
Ending cash, cash equivalents and «term investment $2,287 $2,63f $2,277
Supplemental cash flow information:
Cash paid during the year for income ta $ 31 $ 55 $ 24
Non-cash investing activities:
Change in unrealized gains on investments $ 154 $ 18 $ 37
Assumption of stock options in connection with dsijions $ 58 § — §$ 14

See accompanying Notes to Consolidated Financidt®ents
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(1) DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

We develop, market, publish and distribute videmgaoftware and content that can be played by coession a
variety of platforms, including video game consdl&sch as the Sony PlayStati®2 and PLAYSTATION® 3,
Microsoft Xbox 360™ and Nintendo Wii™), personal computers, handheld game players @sithe PlayStatiof
Portable (“PSP™ ") and the Nintendo D) and cellular handsets. Some of our games arel lmaseontent that we
license from others€.g., Madden NFL Football, Harry Potter and FIFA Sogcand some of our games are based
on our own wholly-owned intellectual propertg.g., The Sims™ , Need for Spee® and POGOM). Our goal is t
publish titles with global mass-market appeal, wtoften means translating and localizing them &b & non-
English speaking countries. In addition, we al¢erapt to create software game “franchisist allow us to publis
new titles on a recurring basis that are basethesame property. Examples of this franchise agprage the
annual iterations of our sports-based produetg( Madden NFL Football, NCA®R Football and FIFA Soccer),
wholly-owned properties that can be successfulijusted (e.g., The Sims, Need for Speed and Battlefield) and
tittes based on long-lived literary and/or moviegerties (.g., Lord of the Rings and Harry Potter).

A summary of our significant accounting policiepkgd in the preparation of our Consolidated Finainc
Statements follows:

(a) Consolidation

The accompanying Consolidated Financial Statenmieaksde the accounts of Electronic Arts Inc. arsdwholly-
and majority-owned subsidiaries. Intercompany bedarand transactions have been eliminated in ddasioh.

(b) Fiscal Year

Ouir fiscal year is reported on a 52 or 53-weekquketihat ends on the Saturday nearest March 31sifglicity of
disclosure, all fiscal periods are referred toradireg on a calendar month end. Our results of djpemfor the fisca
years ended March 31, 2008 and 2007 contained BRsxsnd ended on March 29, 2008 and March 31, :
respectively. Our results of operations for thedls/ear ended March 31, 2006 contained 53 weettgaded on
April 1, 2006.

(c) Reclassifications

Certain prior-year amounts have been reclassifiembhform to the fiscal 2008 presentation.

(d) Use of Estimates

The preparation of financial statements in conféymiith accounting principles generally acceptethia United
States requires us to make estimates and assumhianaffect the reported amounts of assets abdities,
contingent assets and liabilities, and revenueeaapénses during the reporting period. Such estsriatdude sales
returns and allowances, provisions for doubtfuloaitts, accrued liabilities, service period for defd net revenue,
income taxes, estimates regarding the recoverabiliprepaid royalties and royalty commitments entories, long-
lived assets, acquired in-process technology, icegstimates related to the measurement and ret@myoif costs
resulting from our share-based payment transagtaeferred income tax assets as well as estimatabsin our
goodwill impairment test. These estimates generallglve complex issues and require us to makemetys,
involve analysis of historical and future trendsn cequire extended periods of time to resolve,aardsubject to
change from period to period. In all cases, aatesults could differ materially from our estimates.
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(e) Cash, Cash Equivalents, Short-Term Investments, Meatable Equity Securities and Other Investments

Cash equivalents consist of highly liquid investitsemith insignificant interest rate risk and origiror remaining
maturities of three months or less at the timewthpase.

Short-term investments consist of securities witgioal or remaining maturities of greater tharethmonths at the
time of purchase. The short-term investments aadable for use in current operations or othenatitis such as
capital expenditures and business acquisitions.

As of March 31, 2008 and March 31, 2007, short-tenwestments and marketable equity securities wiassified
as available-for-sale and stated at fair value dagpen quoted market prices for the securitiesedlized gains and
losses are included as a separate component ahatated other comprehensive income, net of anyeeltax
effect, in stockholders’ equity. Realized gains &s$es are calculated based on the specific fiEtibn method.
We recognize an impairment charge when we deterthatea decline in the fair value of a securityoweits cost
basis is other-than-temporary.

Other investments, included in other assets orCamsolidated Balance Sheets primarily consist eéstments in
equity securities accounted for under the cost atkith accordance with Accounting Principles Boamirin
(“APB”) No. 18, “ The Equity Method Of Accounting For Investment€dmmon Stock The cost method of
accounting is used for investments where we aralletto exercise significant influence over theraging and
financing decisions of the investee. We evaluatemninvestments to determine if events or changeg¢umstance
indicate an other-than-temporary impairment in gale recognize an impairment charge when we dé&teram
other-than-temporary impairment in value exists.

(f) Inventories
Inventories consist of materials (including mantidising royalties paid to console manufacturerd)otaand freight-
in. Inventories are stated at the lower of cosst(fin, first-out method) or market value.

(g) Property and Equipment, Ne

Property and equipment, net, are stated at cogtreBmtion is calculated using the straight-linghmod over 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 term or the estimated use®s Ibf

the improvements, generally 1 to 10 ye

Under the provisions of American Institute of Cigeti Public Accountants Statement of Position (“S88-1, “
Accounting for the Costs of Computer Software Dmpeal or Obtained for Internal U<, we capitalize costs
associated with customized internal-use softwaséesys that have reached the application developstaege and
meet recoverability tests. Such capitalized costhide external direct costs utilized in developimgbtaining the
applications and payroll and payroll-related exgsrfer employees who are directly associated migh t
development of the applications. Capitalizatioswch costs begins when the preliminary projectestagomplete
and ceases at the point in which the project istsuihially complete and ready for its intended psg The net boc
value of capitalized costs associated with inteusa software amounted to $24 million and $18 onillas of

March 31, 2008 and 2007, respectively, and aregbgépreciated on a straight-line basis over easét'asestimated
useful life that ranges from three to five years.

(h) Long-Lived Asset:

We evaluate long-lived assets and certain idebtdiantangibles for impairment, in accordance v8tatement of
Financial Accounting Standard (“SFAS”) No. 144A¢counting for the Impairment or Disposal of Loniged
Asset¢”, whenever events or changes in circumstancesaiglithat the carrying amount of an asset may
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not be recoverable. Recoverability of assets issumea by a comparison of the carrying amount adsset to future
undiscounted net cash flows expected to be germkbgtéhe asset. This may include assumptions dotwie
prospects for the business that the asset retatmdt typically involves computations of the estimtifuture cash
flows to be generated by these businesses. Baste® judgments and assumptions, we determinéhethet
need to take an impairment charge to reduce thee\aflthe asset stated on our Consolidated Bal&heet to refles
its actual fair value. Judgments and assumptionsatdture values and remaining useful lives amamex and
often subjective. They can be affected by a vamétiactors, including but not limited to, signiéiot negative
industry or economic trends, significant changeth@manner of our use of the acquired assetssttategy of our
overall business and significant under-performaetaive to expected historical or projected futaperating
results. If we were to consider such assets toipaired, the amount of impairment we recognizedld/be
measured by the amount by which the carrying amotitite asset exceeds its fair value which is exdtih by
discounted cash flows. We recognized $56 milliormpairment charges in fiscal 2008. We recognized a
insignificant amount of impairment in fiscal 2007da2006.

(i) Taxes Collected from Customers and Remitted to Gorental Authorities

Taxes assessed by a government authority thab#inérbposed on and concurrent with specific revanargsaction
between us and our customers is presented onkeasistin our Consolidated Statements of Operations.

() Concentration of Credit Risk

We extend credit to various companies in the reta mass merchandising industries. Collectiomeaufa
receivables may be affected by changes in econontther industry conditions and may, accordinghpact our
overall credit risk. Although we generally do netjuire collateral, we perform ongoing credit evatuss of our
customers and maintain reserves for potential tteskes. As of March 31, 2008 and 2007, we hagetéent and
10 percent, respectively, of our gross accountsivable outstanding with Wal-Mart Stores, Inc. Adoth

March 31, 2008 and 2007, we had 11 percent of mssgaccounts receivable outstanding with GameGtop.

Short-term investments are placed with high qudiitgincial institutions or in short-duration, invegent-grade
securities. We limit the amount of credit exposarany one financial institution or type of invesnt instrument.

(k) Revenue Recognitio

We evaluate the recognition of revenue based onrttezia set forth in SOP 97-2 Software Revenue Recognition
", as amended by SOP 98-9\todification of SOP 97-2, Software Revenue ReciogniWith Respect to Certain
Transactions and Staff Accounting Bulletin (“SAB”) No. 101, Revenue Recognition in Financial Stateménss
revised by SAB No. 104Revenue Recognition’ We evaluate and recognize revenue when all fbtiveo

following criteria are met:

» Evidence of an arrangeme. Evidence of an agreement with the customer #fé&tats the terms and
conditions to deliver products that must be pregentder to recognize revent

« Delivery. Delivery is considered to occur when a produshigpped and the risk of loss and rewards of
ownership have been transferred to the customemnmime game services, delivery is consideredctuoas
the service is provided. For online services assediwith our packaged goods products (other than
massively multiplayer online games) such as matgimgawe estimate the service period to be six tent
after the month of sale. For digital downloads tf@nhot have an online service component, deliigery
considered to occur generally when the downloadiisc

» Fixed or determinable fe. If a portion of the arrangement fee is not fixxdleterminable, we recognize
revenue as the amount becomes fixed or determir
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 Collection is deemed probabl&Ve conduct a credit review of each customer ive@lin a significant
transaction to determine the creditworthiness efdhstomer. Collection is deemed probable if weeekhe
customer to be able to pay amounts under the a¥maegt as those amounts become due. If we detethdt
collection is not probable, we recognize revenuemtollection becomes probable (generally upon cash
collection).

Determining whether and when some of these critexiee been satisfied often involves assumptiongudgiments
that can have a significant impact on the timind amount of revenue we report. For example, fottipialelement
arrangements, we must make assumptions and judgimentder to: (1) determine whether and when edetment
has been delivered; (2) determine whether unded/products or services are essential to the fumality of the
delivered products and services; (3) determine édratendor-specific objective evidence of fair wa(livVSOE")
exists for each undelivered element; and (4) atiottze total price among the various elements wst heliver.
Changes to any of these assumptions or judgmentbamges to the elements in a software arrangemmauitl
cause a material increase or decrease in the arabtenenue that we report in a particular period.

Product Revenue Product revenue, including sales to resellersdistdbutors (“channel partners”), is recognized
when the above criteria are met. We reduce pragwenue for estimated future returns, price pratactind other
offerings, which may occur with our customers ahdrmel partners.

Shipping and Handling: In accordance with Emerging Issues Task Forc€l€B Issue No. 00-10, Accounting
for Shipping and Handling Fees and Cc”, we recognize amounts billed to customers fopging and handling as
revenue. Additionally, shipping and handling castairred by us are included in cost of goods sold.

Online Subscription RevenueOnline subscription revenue is derived principélbm subscription revenue
collected from customers for online play related@to massively multiplayer online games and Pogotbed online
games services. These customers generally pay anraral basis or a month-to-month basis and prepaid
subscription revenue is recognized ratably oveptivéod for which the services are provided.

Software Licenses:We license software rights to manufacturers ofipcts in related industries (for example,
makers of personal computers or computer acces$toiénclude certain of our products with the nfasturer’s
product, or offer our products to consumers wheehawchased the manufactuseproduct. We call these combir
products “OEM bundles”. These OEM bundles generaltyuire the customer to pay us an upfront nonabte
fee, which represents the guaranteed minimum npgattount. Revenue is generally recognized upoweigiiof the
product master or the first copy. Per-copy royaltie sales that exceed the minimum guarantee eognized as
earned.

(I) Sales Returns and Allowances and Bad Debt Rese

We estimate potential future product returns, ppicgection and stock-balancing programs relatgqaréduct
revenue. We analyze historical returns, curremiteedugh of distributor and retailer inventoryadir products,
current trends in retail and the video game segnehianges in customer demand and acceptance pfaducts an
other related factors when evaluating the adeqoéowur sales returns and price protection allowanbeaddition,
we monitor the volume of sales to our channel mastiand their inventories as substantial oversibgcki the
distribution channel could result in high returmshggher price protection costs in subsequent perio

Similarly, significant judgment is required to @stite our allowance for doubtful accounts in anyoaating period.
We analyze customer concentrations, customer enaatihiness, current economic trends, and histbexperience
when evaluating the adequacy of the allowance doibtful accounts.

(m) Advertising Cost:

We generally expense advertising costs as incuesambpt for production costs associated with medmapaigns
which are recognized as prepaid assets (to thatgxéid in advance) and expensed at the first fuheo
advertisement. Cooperative advertising with oumcieh partners is accrued when revenue is recognized
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and such amounts are included in marketing and sxigense if there is a separate identifiable litcfoefwhich we
can reasonably estimate the fair value of the lieidehtified. Otherwise, they are recognized asduction of net
revenue. We then reimburse the channel partner whalifying claims are submitted. We sometimes ikece
reimbursements for advertising costs from our vesidand such amounts are recognized as a redwdtioarketing
and sales expense if the advertising (1) is spetdfthe vendor, (2) represents an identifiablesfieto us, and

(3) represents an incremental cost to us. Otherwasdor reimbursements are recognized as a reduaticost of
goods sold as the related revenue is recognizettldfaeimbursements of advertising costs of $54anil

$28 million and $41 million reduced marketing aates expense for the fiscal years ended March®18,2007
and 2006, respectively. For the fiscal years emdacth 31, 2008, 2007 and 2006, advertising expereteyf vendc
reimbursements, totaled approximately $234 mill&h63 million and $180 million, respectively.

(n) Software Development Cos

Research and development costs, which consist pljnad software development costs, are expensadasred.
SFAS No. 86, “Accounting for the Cost of Computer Software t&blkl, Leased, or Otherwise Marketed
provides for the capitalization of certain softwdeyelopment costs incurred after technologicalifelity of the
software is established or for development costshihve alternative future uses. Under our cumpesttice of
developing new products, the technological feasjbif the underlying software is not establishedillsubstantiall
all product development is complete, which gengiaitludes the development of a working model. Software
development costs that have been capitalized wldate been insignificant.

(o) Stock-based Compensatic

We recognize the cost resulting from all share-bgsyment transactions in our financial statemasisg a fair-
value-based method. Upon adoption of SFAS No. i@dged 2004) (“SFAS No. 123(R)"),Share-Based Payment
", we elected to use the modified prospective fitaorsmethod of adoption. We measure compensatiah for all
outstanding unvested stock-based awards made tengpioyees and directors based on estimated faieyand
recognize compensation over the service periodvi@rds expected to vest.

The estimated fair value of stock options and sfmaichase rights granted pursuant to our emploled purchase
plan is determined using the Black-Scholes valuatimdel. The Blaclscholes valuation model requires us to
certain assumptions about the future. Estimatiaih@de equity instruments’ fair value is affectgdhr stock price
as well as assumptions regarding subjective anglnvariables such as expected employee exerelsavior and
our expected stock price volatility over the terhthee award. Generally, our assumptions are basddstorical
information and judgment is required to determirt@storical trends may be indicators of futurecmmes.

Employee stock-based compensation expense is a@dubased on awards ultimately expected to vesisan
reduced for estimated forfeitures. Forfeituresrakgsed, if necessary, in subsequent periods ifehéorfeitures
differ from those estimates and an adjustmentdegrized at that time.

Changes to our underlying stock price, our assumptused in the Black-Scholes option valuationudation and
our forfeiture rate as well as future equity grande assumed through acquisitions could signifigaimpact
compensation expense to be recognized in fiscé 20@ future periods.

(p) Acquired In-Process Technolog

The value assigned to acquired in-process techpasodetermined by identifying those acquired sfieai-process
research and development projects that would bermeed and for which (1) technological feasibilitgd not been
established as of the acquisition date, (2) trer®ialternative future use, and (3) the fair véduestimable with
reasonable reliability.
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(q) Foreign Currency Translation

For each of our foreign operating subsidiaries ftimetional currency is generally its local currgndssets and
liabilities of foreign operations are translatetbit).S. dollars using month-end exchange ratesrewvehue and
expenses are translated into U.S. dollars usingpgeeexchange rates. The effects of foreign cuyrénanslation
adjustments are included as a component of accteduteher comprehensive income in stockholdersitgqu

Foreign currency transaction gains and losses srsudt of the effect of exchange rate changesamsactions
denominated in currencies other than the functioneiency. Net foreign currency transaction gaiosses) of

$20 million, $10 million and $(1) million for thestcal years ended March 31, 2008, 2007 and 2086eatively, ar
included in interest and other income, net, in@ansolidated Statements of Operations.

() Impact of Recently Issued Accounting Standat

In September 2006, the Financial Accounting Stassi&oard (“FASB”) issued SFAS No. 157Fair Value
Measurement”. SFAS No. 157 defines fair value, establishesmaEwork for measuring fair value in generally
accepted accounting principles and expands diseesabout fair value measurements. Fair valuegeédethe price
that would be received to sell an asset or patdartsfer a liability in an orderly transaction betm market
participants in the market in which the reportimgity transacts. SFAS No. 157 establishes a fdireshierarchy the
prioritizes the information used to develop thossumptions. Fair value measurements would be gepara
disclosed by level within the fair value hierarchyFebruary 2008, the FASB issued FASB Staff Rosif‘FSP”)
Financial Accounting Standard (“FAS”) 157-1Application of FASB Statement No. 157 to FASB B¢ No. 13
and Other Accounting Pronouncements That Addregs\iedue Measurements for Purposes of Lease Claasifin
or Measurement under Statement’Ehd FSP FAS 157-2, Effective Date of FASB Statement No. 15hese
FSPs (1) defer the effective date in SFAS No. Tbhe year for certain nonfinancial assets andimancial
liabilities, except those that are recognized scldised at fair value in the financial statememts oecurring basis
(at least annually), (2) exclude certain leasiagg$actions accounted for under SFAS No. 1&;c¢ounting for
Lease¢”, from the scope of Statement 157, and (3) inclseleeral specific examples of items eligible or elaible
for the one-year deferral. The provisions of SFAS N57 are effective for financial statements igsiae fiscal
years beginning after November 15, 2007, and imtg@eeriods within those fiscal years. FFAS 157-1 is effective
upon the initial adoption of SFAS No. 157. FSP F&S-2 defers the effective date of certain provisiof

SFAS No. 157 to fiscal years beginning after Novenilbs, 2008, and interim periods within those figesars for
items within the scope of the FSP. We do not exffecadoption of SFAS No. 157, FSP FAS 157-1 arid FS
FAS 157-2 to have a material impact on our Conatdid Financial Statements.

In February 2007, the FASB issued SFAS No. 15Bé Fair Value Option for Financial Assets and Final
Liabilities — Including an amendment of FASB Statement No”.19BAS No. 159 permits entities to choose to
measure many financial instruments and certainrotims at fair value that are not currently regdito be
measured at fair value. It also establishes pratientand disclosure requirements designed toitieilcomparisons
between entities that choose different measureatéitiutes for similar types of assets and liailetit The provisior
of SFAS No. 159 are effective for financial statesassued for fiscal years beginning after Novenilie 2007.
This Statement should not be applied retrospegtitcefiscal years beginning prior to the effectdete, except as
permitted with early adoption. We are evaluatingethler to adopt SFAS No. 159 and what impact thetiato
would have on our Consolidated Financial Statemiémie were to adopt it. If we adopt SFAS No. 16%ould

have a material impact on our Consolidated FindiSt@ements.

In June 2007, the FASB ratified EITF consensus leaian on EITF 07-03, Accounting for Advance Payments for
Goods or Services to Be Used in Future Researcibmwvelopment. EITF 07-03 addresses the diversity which
exists with respect to the accounting for the nefiairdable portion of a payment made by a researdh a
development entity for future research and devebgractivities. Under this conclusion, an entityegquired to
defer and capitalize non-refundable advance paymaatle for research and development
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activities until the related goods are deliveretherrelated services are performed. EITF 07-@3fective for
interim or annual reporting periods in fiscal yebeginning after December 15, 2007 and requirespacive
application for new contracts entered into aftereffective date. The adoption of EITF 07-03 wdt have a
material impact on our Consolidated Financial Stesets.

In December 2007, the FASB issued SFAS No. 141i§Re\2007) (“SFAS No. 141(R)"),Business Combinations
", which requires the recognition of assets acgljili@bilities assumed, and any noncontrolling riegt in an
acquiree at the acquisition date fair value withited exceptions. SFAS No. 141(R) will change tbeoanting
treatment for certain specific items and includssilastantial number of new disclosure requiremeE4S No. 141
(R) applies prospectively to business combinatfonsvhich the acquisition date is on or after tleginning of the
first annual reporting period beginning on or affecember 15, 2008. The adoption of SFAS No. 14&[fRhave ¢
material impact on our Consolidated Financial Stegiets for material acquisitions consummated orfter a

March 29, 2009.

In December 2007, the FASB issued SFAS No. 1&ricontrolling Interests in Consolidated Financial
Statements — An Amendment of ARB N4, Which establishes new accounting and reporttagdards for
noncontrolling interest (minority interest) and fbe deconsolidation of a subsidiary. SFAS No. 480 includes
expanded disclosure requirements regarding theesiteof the parent and its noncontrolling inter88AS No. 160
is effective for fiscal years, and interim periadshin those fiscal years, beginning on or aftecB®mber 15, 2008.
We do not expect the adoption of SFAS No. 160 teteamaterial impact on our Consolidated Finar8tatement:

In December 2007, the FASB ratified EITF consertsarglusion on EITF 07-01,Accounting for Collaborative
Arrangement”. EITF 07-01 defines collaborative arrangements astablishes reporting requirements for
transactions between participants in a collabogagivangement and between participants in the geraent and
third parties. Under this conclusion, a particip@na collaborative arrangement should disclosermétion about
the nature and purpose of its collaborative arrarages, the rights and obligations under the coliatdee
arrangements, the accounting policy for collabweatirrangements, and the income statement clasggificand
amounts attributable to transactions arising frbedollaborative arrangement between participamtedch period
an income statement is presented. EITF 07-01 éc#fe for interim or annual reporting periodsischl years
beginning after December 15, 2008 and requiresspéctive application to all prior periods presdrit all
collaborative arrangements existing as of the &ffeaate. While we have not yet completed ourysis)] we do nc
anticipate the implementation of EITF 07-01 to havwaaterial impact on our Consolidated Financiaté&hents.

In March 2008, the FASB issued SFAS No. 16Disclosures about Derivative Instruments and Igid)
Activities— An Amendment of SFAS No. 133FAS 161 requires enhanced disclosures aboahtty’s derivative
and hedging activities, including how an entitysiderivative instruments, how derivative instrunseamd related
hedged items are accounted for under SFAS No.“188¢ounting for Derivative Instruments and Hedging
Activities”, and how derivative instruments and related heddtems affect an entity’s financial position, fircal
performance, and cash flows. The provisions of SRN&S161 are effective for financial statementsiésisfor fiscal
years beginning after November 15, 2008, and imtgitriods within those fiscal years. We do not explee
adoption of SFAS No. 161 to have a material impacbur Consolidated Financial Statements.

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

Cash, cash equivalents, receivables, accounts lgagall accrued and other liabilities are valuettheit carrying
amounts as they approximate their fair value dubdcshort maturity of these financial instruments.
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(b) Cash, Cash Equivalents and Short-term Investments

Cash, cash equivalents and short-term investmentsisted of the following as of March 31, 2008 2087 (in

millions):
As of March 31, 2008 As of March 31, 2007
Cost or Gross Cost or Gross
Amortized _Unrealized ~ Fair  Amortized _Unrealized  Fair
Cost Gains Losse: Value Cost Gains Losse: Value
Cash and cash equivaler
Cash $ 292 $— $ — $ 292 % 1943%— % — $ 194
Money market fund 1,251 — — 1,251 98¢ — — 98¢
Commercial pape 7 — — 7 18t — — 18¢
U.S. agency securitie 3 — — 3 —  — — —
Cash and cash equivalel 155: — — 1,65% 1,371 — — 1,371
Shor-term investments
U.S. agency securitie 262 4 — 26¢€ 263 1 — 264
Corporate bond 22¢ 2 — 231 227 — 1) 22¢
U.S. Treasury securitie 15¢ 2 — 161 922 — — 92
Asse-backed securitie 63 1 — 64 107 1 — 10¢
Commercial pape 12 — — 12 574 — — 574
Shor-term investment 72E 9 — 734 1,26: 2 (1) 1,26¢

Cash, cash equivalents and s-term investmeni $ 2,27¢ $ 9 $ — $2,28" $ 263¢ $ 2 $ (1) $2,63¢

As of March 31, 2008 and 2007, we had less thami#iibn and $1 million, respectively, in gross ualieed losses
primarily attributable to our corporate bond inveshts. These gross unrealized losses were in sssgms for less
than 12 months and 12 months or greater, as of M2tc2008 and 2007, respectively.

We periodically evaluate our securities for impaémh Factors considered in the review of securitigls an
unrealized loss include the credit quality of theuier, the magnitude of the unrealized loss positfe length of
time that the security has been in a loss positianjntentions with respect to the selling or fdof such security
as well as any contractual terms impacting the gyent or settlement process. Based on our rewevdo not
consider the investments listed above to be othen-temporarily impaired as of March 31, 2008.

Gross realized losses of $2 million and grosszedlgains of $9 million were recognized from thie sd shortterm
investments for the year ended March 31, 2008. Gresslized losses of $1 million and gross realgaids of less
than $1 million were recognized from the sale afrsterm investments for the year ended March 80,72 Gross
realized losses of $9 million and gross realizeidgaf less than $1 million were recognized froma #ale of short-
term investments for the year ended March 31, 2006.

The following table summarizes the amortized cost fair value of our short-term investments, ckeadiby stated
maturity as of March 31, 2008 (in millions):

Amortized Fair

Cost Value

Due in 1 year or les $ 165 $164
Due in 1-2 years 254 257
Due in =3 years 245 24¢
Asse-backed securitie 63 _ 64
Shor-term investment $ 72t $734
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Asset-backed securities are separately disclosttegsare not due at a single maturity date. Outf@@ only
includes asset-backed securities that have weightethge maturities of three years or less. As afdd 31, 2008,
the amortized cost and fair value of asset-backedrities with a weighted average maturity less thyear was
$55 million and $56 million, respectively, whileetlamortized cost and fair value of asset-backegriies with a
weighted average maturity of 1 to 2 years was $Bami There were no asset-backed securities witle@hted
average maturity of 2 to 3 years.

(c) Marketable Equity Securitie:

Marketable equity securities consisted of the feilg (in millions):

Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
As of March 31, 200: $23z $ 501 $ 4) $72¢
As of March 31, 200 $91 $ 25C $ — $341

Our investments in marketable equity securitiesitrof investments in common stock of publiclydee
companies.

In May 2007, we entered into a licensing agreemstit and made a strategic equity investment in Thiedited, a
leading online game operator in China. We purchappdoximately 15 percent of the outstanding comsiares
(representing 15 percent of the voting rights at ttme) of The9 for approximately $167 million. Cagreement
with The9 requires us to hold these common shartkMiay 2008. The licensing agreement gives Thedusive
publishing rights foEA SPORTS®"FIFA Online in mainland China.

In April 2007, we expanded our commercial agreeseith, and made strategic equity investments egWz
Corporation and a related online gaming companypvile Games. We refer to Neowiz Corporation and Neow
Games collectively as “Neowiz”. Based in Korea, W&mis an online media and gaming company with Wwhie
partnered in 2006 to laun&A SPORTS FIFA Onlinia Korea. We purchased 15 percent of the then-auodéhg
common shares (representing 15 percent of thegatyhts at that time) of Neowiz Corporation andpEscent of
the outstanding common shares (representing 1®epeof the voting rights at the time) of Neowiz Geanfor
approximately $83 million. As discussed below, wsdgurchased preferred shares of Neowiz whichlassiied
in other assets on our Consolidated Balance Sheets.

In February 2005, we purchased approximately 18r8gnt of the then-outstanding ordinary sharegéssmting
approximately 18 percent of the voting rights &t time) of Ubisoft Entertainment (“Ubisoftfpr $91 million. As o
March 31, 2007, we owned approximately 15 percéti@outstanding shares of Ubisoft (representing
approximately 14 percent of the voting rights).d&dMarch 31, 2008, we owned approximately 15 peroéthe
outstanding shares of Ubisoft (representing appnately 24 percent of the voting rights). Our Ubisofestment is
accounted for as available-for-sale under the gions of SFAS 115, Accounting for Certain Investments in Debt
and Equity Securitie’s as amended, and not under the equity methodafuanting, because we do not have the
ability to exercise significant influence over Udiiis

During fiscal 2008, we recognized an impairmentrghaf $81 million with respect to our investmemflihe9 and
$28 million with respect to our Neowiz common slsa&oth The9 and Neowiz are publicly traded comgsiaind
due to various factors, including the extent andation during which the market price had been betost, we
concluded the decline in value was other-than-teamyas defined by SFAS No. 115, as amended. The $106mr
impairment is included in losses on strategic itmests on our Consolidated Statements of Operations

As of March 31, 2008, we had gross unrealized gafi#501 million and gross unrealized losses ofrfiion in our
marketable security investments. Based on ourwewie do not consider the investments with grossailized
losses to be other-than-temporarily impaired ddafch 31, 2008. We evaluate our investments forinmpent
quarterly. If we conclude that an investment iseoithan-temporarily impaired, we will recognizeiarmpairment
charge in income at that time. During fiscal 208d 2006, no other-than-temporary impairment chavggre
recognized.
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We did not have any realized gains or losses flmrstle of marketable equity securities for theseaded
March 31, 2008 and 2007. Realized gains from tleeafanarketable equity securities were $1 millfonthe year
ended March 31, 2006.

(d) Other Investments Included in Other Asse¢

In April 2007, we also purchased all of the thetstanding non-voting preferred shares of Neowiz for
approximately $27 million and have included it ther assets in our Consolidated Balance SheetspiBfierred
shares became convertible at our option into apprately 4 percent of the outstanding voting comrabares of
Neowiz in April 2008. We account for our investméaniNeowiz under the cost method as prescribed BB

No. 18, as amende” The Equity Method of Accounting for InvestmentSammon Stock

During fiscal 2008, we recognized an impairmentrghaf $9 million with respect to our Neowiz prefat stock.
Due to various factors, including the extent ancatian during which the fair value had been belastcwe
concluded the decline in value was other-than-teamyaas defined by APB No. 18, as amended. The i$i@m
impairment is included in losses on strategic itmests on our Consolidated Statements of Operations

During fiscal 2007 and 2006, no other-than-tempoiapairment in other investments were recognized.

(3) DERIVATIVE FINANCIAL INSTRUMENTS

We account for our derivative and hedging actigitimder SFAS No. 133. The assets or liabilities@ated with
our derivative instruments and hedging activitiesracorded at fair value in other current assetdter current
liabilities, respectively, in our Consolidated Bate Sheets. As discussed below, the accountinggios and losses
resulting from changes in fair value depends orudeeof the derivative and whether it is designatedi qualifies fc
hedge accounting.

We transact business in various foreign curreraigshave significant international sales and ex@edsnominate
in foreign currencies, subjecting us to foreignrency risk. We purchase foreign currency optiontiamts,
generally with maturities of 15 months or lesstagduce the volatility of cash flows primarily reddtto forecasted
revenue and expenses denominated in certain foceigancies. In addition, we utilize foreign excbarforward
contracts to mitigate foreign currency exchange riask associated with foreign-currency-denominateskts and
liabilities, primarily intercompany receivables apalyables. The forward contracts generally havendractual term
of approximately three months or less and are aetasl near month-end. At quarter end, the fairesalithe
forward contracts generally is not significant. &enot use foreign currency option or foreign exgeforward
contracts for speculative or trading purposes.

(a) Cash Flow Hedging Activitie!

Our foreign currency option contracts are desighated qualify as cash flow hedges under SFAS N38. The
effectiveness of the cash flow hedge contract$udicg time value, is assessed monthly using reipasas well as
other timing and probability criteria required blAS No. 133. To receive hedge accounting treatnadiftedging
relationships are formally documented at the inoapsf the hedge and the hedges must be highlgtaféein
offsetting changes to future cash flows on hedgeustctions. The effective portion of gains or éssesulting fron
changes in fair value of these hedges is initigdjyorted, net of tax, as a component of accumuilatteer
comprehensive income in stockholders’ equity. Tresg amount of the effective portion of gains @sks resulting
from changes in fair value of these hedges is sules@ly reclassified into net revenue or operaéirgenses, as
appropriate, in the period when the forecastedstation is recognized in the Consolidated Statesnaint
Operations. The ineffective portion of gains osks resulting from changes in fair value, if asyieiported in each
period in interest and other income, net in our $&tidated Statements of Operations. The effectorégn of
hedges recognized in accumulated other compreteigiome at the end of each year will be reclassifd
earnings within 12 months.
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The following table summarizes the activity in ateuated other comprehensive income, net of relbeels, with
regard to the changes in fair value of derivathgruments, for fiscal 2008 and 2007 (in millions):

Year Ended
March 31,
2008 2007
Beginning balance of unrealized gains (losses),aretlerivative instrumen $— $—
Change in unrealized gains (losses), net, on deré/astrument: (5) 4
Reclassification adjustment for (gains) lossedjzed on derivative instruments to net income (Jps:
net:
Net revenue 3 3
Operating expenst 2 1
Tax expens: 1 —
Ending balance of unrealized gains (losses), metlevivative instrument $3) $—

Hedging ineffectiveness for the years ended Mafg2808, 2007 and 2006 was not significant.

(b) Balance Sheet Hedging Activitie

Our foreign exchange forward contracts are notgheded as hedging instruments under SFAS No. 133.
Accordingly, any gains or losses resulting fromraes in the fair value of the forward contractsraported in
interest and other income, net. The gains and $ossehese forward contracts generally offset tinggand losses
associated with the underlying foreign-curremnignrominated assets and liabilities, which are mdported in intere:
and other income, net, in our Consolidated StatésneiOperations.

(4) BUSINESS COMBINATIONS
VG Holding Corp.

On January 4, 2008, we acquired all of the outstenshares of VG Holding Corp. (“VGH"), owner of tho
Bioware Corp. and Pandemic Studios, LLC, which ireation, adventure and role-playing games. Bia/\éd
Pandemic Studios are located in Edmonton, CanamaAihgeles, California; Austin, Texas; and Brishane
Australia. This acquisition positions us for funtlygowth in role-playing, action and adventure gsniVe paid
approximately $2 per share to the stockholders®H\and assumed all outstanding stock options faggregate
purchase price of $682 million, including transaetcosts. Separate from the purchase price andtprianuary 4,
2008, we loaned VGH $30 million. The following tatdummarizes the estimated fair values of assqtsrad and
liabilities assumed in connection with our acqiositof VGH for the fiscal year ended March 31, 2@@8millions):

Current assel $ 68
Property and equipment, r 8
Acquired ir-process technolog 13¢
Goodwill 414
Finite-lived intangibles 114
Long-term deferred taxe 9
Other liabilities (69

Total purchase pric $682

The results of operations of VGH and the estimé@dnarket values of the acquired assets and asgliabilities
have been included in our Consolidated Financiale®tents since the date of acquisition.
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Except for acquired in-process technology, whictlissussed below, acquired finiiged intangible assets are be
amortized on a straight-line basis over their estéd lives ranging from three to five years. Thangible assets
that make up that amount as of the date of theisitign include:

Gross Carrying  Weighted-Average

Amount Useful Life
(in millions) (Years)
Developed and Core Technolo $ 51 4
Trade Names and Tradema 41 5
Other Intangible: 22 3
Total Finite-Lived Intangibles $ 114 4

Approximately $47 million of the goodwill recognizeipon acquisition is deductible for tax purposes.

In connection with our acquisition of VGH, we inced acquired in-process technology charges of $1i8®n in
relation to game software that had not reachechteahfeasibility as of the date of acquisition.eTfair value of
VGH's products under development was determinedguie income approach, which discounts expectedeu
cash flows from the acquired in-process technotogyresent value. The discount rates used in thgept value
calculations were derived from a weighted averaggt of capital of 17 percent. Should the in-procadtvare not
be successfully completed, completed at a highst, oo the development efforts go beyond the tiamafr estimate
by management, we will not receive the full bersaditticipated from the acquisition. Benefits frdma tevelopmer
efforts are expected to commence in fiscal yea@928rough 2011.

The following table sets forth the estimated percempletion, the estimated cost to complete, Ardralue
assigned to each project we acquired that is irglud in-process research and development (inang):

Estimated Estimated
Percent Cost to Value
Project Completion Complete  Assignec
A 22% $ 102 $ 30
B 14% 62 10
C 76% 8 26
D 51% 68 72
$ 13¢

Project D is an aggregation of projects with ea&ds than $30 million in total costs.

The following table reflects unaudited pro formantoned results of operations of Electronic Arts &@H as if the
acquisition had taken place at the beginning oheaspective year and after giving effect to pusehaccounting
adjustments (in millions, except per share data):

Year Ended
March 31,
2008 2007
(Unaudited)
Net revenue $3,672 $3,11°F
Net loss 592 (119
Net loss per shar
Basic and Dilutec (1.89 (0.3

In management’s opinion, the unaudited pro formatioed results of operations are not indicativéhefactual
results that would have occurred had the acquistieen consummated at the beginning of each régpgetar or o
future operations of the combined companies urtdeptvnership and management of Electronic Arts.
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Digital lllusions C.E.

The following table summarizes the estimated falugs of the remaining minority interest acquiredthe fiscal
year ended March 31, 2007 and the fair values s#tasacquired and liabilities assumed for the figears ende:
March 31, 2006 and 2005, in connection with theugition of Digital lllusions C.E. (“DICE”) (in miions):

Year Ended

March 31,
2007 2006 2005 Total
Current asset $— $— $35 $ 35
Property and equipment, r — 1 1 2
Acquired ir-process technolog 1 — 4 5
Goodwill 19 5 31 55
Finite-lived intangibles 3 1 1 5
Liabilities — - 9) 9)
Minority interest 8 3 @11y —
Total purchase pric $31 $10 $52 §$ 93

Based in Sweden, DICE develops games for PCs alat gjame consoles. This acquisition positions ufufther
growth in the PC and video game console marke2008 we acquired (1) approximately 1,911,403 shafres
Class B common stock representing a 19 percentyeigigrest in DICE, and (2) a warrant to acquineadditional
2,327,602 shares of to-be-issued Class A commaik stivan exercise price of SEK 43.23. Prior totender offer

in the fourth quarter of fiscal 2005, we accourfeadour Class B common stock investment in DICEanttie
equity method of accounting, as prescribed by ARB D8, “The Equity Method of Accounting for Investments in
Common Stock Separately, the warrant was recognized at a@d®b million as of March 31, 2006 and was
included in other assets in our Consolidated Baetreets.

On January 27, 2005, we completed a tender offe3,285,053 shares of Class A common stock atcz i SEK
61 per share, representing 32 percent of the aulistg Class A common stock of DICE. During the &mnafffer
period and through the end of fiscal 2005, we aegllithrough open market purchases at an averagegrSEK
60.33, an additional 1,190,658 shares of Classmngon stock, representing approximately 12 percktiteo
outstanding Class A common stock of DICE. During finst three months and last two weeks of fis€4l& we
acquired, through open market purchases at anga/@rice of SEK 63.07, an additional 1,071,152 ahaf

Class A common stock, representing approximatelgeii@ent of the outstanding Class A common stodRIGIE.
Accordingly, on a cumulative basis as of March&106, we owned approximately 73 percent of DICEDN
undiluted basis (excluding the warrant discussexv@b As a result, we have included the assetslitias and
results of operations of DICE in our Consolidat@shRcial Statements since January 27, 2005. Treeptof DICE
stock that we did not own was reflected as minaritgrest on our Consolidated Financial Statemfata

January 27, 2005 until the acquisition date ofréreaining minority interest in October 2006. DIGEroducts wer
primarily sold through co-publishing agreementshwis and our transactions with DICE were recordedroarm’s-
length basis.

In October 2006, the remaining minority interesbifCE was acquired for a total of $27 million insba including
transaction costs. In connection with the acquisitf the remaining minority interest of DICE, tharrant was
reclassified to goodwill for this wholly owned sidtiary.
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Except for acquired in-process technology, whictlissussed below, acquired finiiged intangible assets are be
amortized on a straight-line basis over their estéd lives ranging from one to four years. Therigthle assets that
make up that amount include:

Gross Carrying  Weighted-Average

Amount Useful Life

(in millions) (in years)
Developed and Core Technolo $ 3 2
Trade Name 2 4
Total Finite-Lived Intangibles $ 5 3

None of the goodwill recognized upon acquisitiodésluctible for tax purpose

The acquired irprocess technology was expensed in our Consolidgtedments of Operations upon consummi
of the acquisition, and in each period we increasedwnership percentage.

Mythic Entertainment, Inc.

On July 24, 2006, we acquired all outstanding shaféMythic Entertainment, Inc. for an aggregatechase price
of $76 million in cash, including transaction co®sased in Fairfax, Virginia, Mythic is a develogerd publisher of
massively multiplayer online role-playing gamesisTdcquisition positions us for further growth hetmassively
multiplayer online role-playing games market. Tasults of operations of Mythic and the estimatédrfearket
values of the acquired assets and assumed liebiliive been included in our Consolidated Finasteétements
since the date of acquisition. The following talenmarizes the estimated fair values of assetdracgand
liabilities assumed in connection with our acqiositof Mythic for the fiscal year ended March 3007 (in

millions):
Current assel $ 15
Other lon¢-term asset 2
Acquired ir-process technolog 2
Goodwill 62
Finite-lived intangibles 22
Liabilities _(27)
Total purchase pric $76

Except for acquired in-process technology, whictlissussed below, acquired finiieed intangible assets are be
amortized on a straight-line basis over their eatéd lives ranging from three to five years. Thangible assets
that make up that amount as of the date of theisitign include:

Gross Carrying  Weighted-Average

Amount Useful Life

(in millions) (in years)
Developed and Core Technolo $ 15 4
Trade Name 6 5
Subscribers and Other Intangib 1 5
Total Finite-Lived Intangibles $ 22 4

None of the goodwill recognized upon acquisitiodésluctible for tax purposes. We expensed $2 millibacquire
in-process technology in our Consolidated Statemeh©perations upon consummation of the acquisitio

JAMDAT Mobile Inc.

On February 15, 2006, we acquired all of the ontliteg shares of JAMDAT Mobile Inc. Based in Los A&hegp,
California, JAMDAT was a global publisher of wirekegames and other wireless entertainment

78




Table of Contents

applications. This acquisition positions us fottlier growth in the mobile entertainment market. Ve& $27 per
share in cash in exchange for each share of JAMP@#mon stock and assumed outstanding stock opaioths
restricted stock units under certain JAMDAT equitsns for an aggregate purchase price of $684anijlincluding
transaction costs. The following table summaribesdstimated fair values of assets acquired ahilities assumed
in connection with our acquisition of JAMDAT fordtfiscal year ended March 31, 2006 and the subséque
adjustment to the purchase price allocation forfigwal 2008 and 2007 (in millions):

Current assel $ 52
Property and equipment, r 2
Acquired ir-process technolog 7
Goodwill 49C
Finite-lived intangibles 212
Deferred income tax liabilitie (45)
Other liabilities (39

Total purchase pric $684

Prior to our acquisition of JAMDAT, on April 20, 28, JAMDAT entered into a purchase agreement wigh t
shareholders of Blue Lava Wireless, LLC (“Blue Lgvén connection with JAMDAT's acquisition of Blueava,
JAMDAT stock was placed in escrow to satisfy ceriademnification provisions under the Blue Lavaghase
agreement. Upon completion of our acquisition ofAD}AT, we assumed JAMDAT'’s contingent liability and
replaced the JAMDAT stock in escrow with $27 mitlim cash, also placed in escrow. The $27 millmmeluded
in our purchase price of JAMDAT as a pre-acquisitontingency. We were required to pay $9 millioneach of
the three anniversaries of the Blue Lava acquisitieginning on April 20, 2006, less any claimsmaey have
pursuant to the indemnification provisions of tHaeBLava purchase agreement. In April 2008, 20Q¥ 2006, we
made payments of approximately $9 million in eaehiqal, thereby completing our payment of $27 millio Blue
Lava.

The results of operations of JAMDAT and the estaddtair market values of the acquired assets asuhaesd
liabilities have been included in our Consolidaf@aiancial Statements since the date of acquisition.

Except for acquired in-process technology, whictlissussed below, acquired finiiged intangible assets are be
amortized on a straight-line basis over their estad lives ranging from two to twelve years. Thiamgible assets
that make up that amount as of the date of theisitign include:

Gross Carrying  Weighted-Average

Amount Useful Life
(in millions) (Years)
Developed and Core Technolo $ 122 10
Carrier Contracts and Relat 85 5
Other Intangible: 5 3
Total Finite-Lived Intangibles $ 212 8

Substantially none of the goodwill recognized upequisition is deductible for tax purposes. We exspel
$7 million of acquired irprocess technology in our Consolidated Stateme@pafrations upon consummation of
acquisition.
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(5) GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill information is as follows (in millions):

Year Ended
March 31,
2008 2007
Goodwill — beginning of yea $ 734 $647
Acquired 414 87
Effects of Foreign Currency Translati 4 —
Goodwill — end of yea $1,15. $734

SFAS No. 142, ‘Goodwill and Other Intangible Assétsequires that purchased goodwill and indefinitedl
intangibles not be amortized. Rather, goodwill amtkfinite-lived intangible assets are subjecttteast an annual
assessment for impairment by applying a fair-vdlased test.

SFAS No. 142 requires a two-step approach to gstirodwill for impairment for each reporting ur@ur reporting
units are determined by the components that catst business for which both (1) discreet findrinl@armation is
available and (2) management of the reporting negjtilarly reviews the operating results of that ponent. The
first step tests for impairment by applying failuexbased tests at the reporting unit level. These step (if
necessary) measures the amount of impairment dyiaggair value-based tests to individual asseis kabilities
within each reporting unit. We completed the fgttp of the annual goodwill impairment testinghia fourth
quarter of fiscal 2008 and found no indicatorsnopairment of our recorded goodwill. We did not geize an
impairment loss on goodwill in fiscal 2008, 200726106.

Finite-lived intangible assets, net of accumulaeatrtization, as of March 31, 2008 and 2007, we@b3nillion
and $210 million, respectively, and include costsdbtaining (1) developed technologies, (2) cac@ntracts and
related, (3) trade names, and (4) subscribers dred mtangibles. Amortization of intangibles fasdal 2008, 2007
and 2006 was $60 million (of which $26 million wasognized in cost of goods sold), $54 million\{dfich

$27 million was recognized in cost of goods soltt) &16 million (of which $9 million was recognizédcost of
goods sold), respectively. Finite-lived intangibksets are amortized using the stralgi®-method over the lesser
their estimated useful lives or the agreement tetppacally from two to twelve years. As of Marchh,2008 and
2007, the weighted-average remaining useful lifdfifote-lived intangible assets was approximatelg years and
6.3 years, respectively.

Finite-lived intangibles consisted of the followifig millions):

As of March 31, 200€ As of March 31, 2007

Gross Other Gross Other
Carrying Accumulated Intangibles, Carrying Accumulated Intangibles,

Amount Amortization Net Amount  Amortization Net
Developed and Core Technolo $ 234 % (95 $ 13¢ $ 18 $ 62 $ 121
Carrier Contracts and Relat 85 (36) 49 85 (19 66
Trade Name 86 (30 56 44 (24) 20
Subscribers and Other Intangib 38 (A7) 21 16 (13 3
Total $ 443 (179 $% 265 $ 3263 (119 3%  21C
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As of March 31, 2008, future amortization of finlieed intangibles that will be recorded in costgmiods sold and
operating expenses is estimated as follows (iriana)):

Fiscal Year Ending March 3

2009 $ 69
2010 62
2011 55
2012 27
2013 14
Thereaftel 38

Total $26E

(6) RESTRUCTURING CHARGES
Restructuring information was as follows (in mifi):

Fiscal 2006 International

Fiscal 2008 Reorganizatior Publishing Reorganization Other Restructurings

Facilities- Facilities- Facilities-
Workforce related Other Workforce related Other Workforce related  Total
Balances as of March 31, 20$ — $ — 3$— 3 — $ — $— 3 — $ 10% 10
Charges to operatiot — — — 3 8 3 10 — 24
Charges utilized in cas — — — 2 — @ @) (5) (15
Adjustments to operatior — — — — — — — 2 2
Balances as of March 31, 20 — — — 1 8 2 3 7 21
Charges to operatiol — — — 10 1 4 — — 15
Charges utilized in cas — — — (172) — (5) (©)] (7) (26)
Balances as of March 31, 20 — — — — 9 1 — — 10
Charges to operatiol 12 58 27 6 — — — — 108
Charges utilized in cas (171) 3 (22 (6) — (@D} — — 43
Charges utilized in nc-cask — (55) (1) — — — — — (56)
Balances as of March 31, 20 $ 1$ — $ 4% — 8 9 $— % — $ —93%$14

Fiscal 2008 Reorganization

In June 2007, we announced a plan to reorganizeusiness into several new divisions, including foew
“Labels”: EA SPORTS, EA Games, EA Casual Entert&ntrand The Sims. Each Label operates with dedicate
studio and product marketing teams focused on coasdriven priorities. The new structure is desajte
streamline decisiomaking, improve global focus, and speed new idedlse market. In October 2007, our Boar:
Directors approved a plan of reorganization (“flS2208 reorganization planfh connection with the reorganizati
of our business into four new Labels.

Since the inception of the fiscal 2008 reorganaraplan through March 31, 2008, we incurred chaajes

$97 million, of which (1) $12 million were employeelated expenses, (2) $58 million related to thswre of our
Chertsey, England and Chicago, lllinois facilitisich included asset impairment and lease ternanatosts, and
(3) $27 million related to other costs includinget contract terminations as well as IT and commitosts to assist
in the reorganization of our business support flenst During the fourth quarter of fiscal 2008, ezampleted the
closure of our Chertsey facility and consolidated local operations and employees into our Guildif&ngland
facility. Over the next 18 months, we expect totaare to incur IT and consulting costs to assighim
reorganization of our business support functiore festructuring accrual of $5 million related to éscal 2008
reorganization as of March 31, 2008 is expectduktatilized by
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June 30, 2008. This accrual is included in otherwad expenses presented in Note 8 of the Not€stsolidated
Financial Statements.

During fiscal 2008, we commenced marketing ouritgdn Chertsey, England for sale. Our reorgan@atharges
include $50 million to write our Chertsey faciliépwn to its estimated fair value (less costs tbteelproperty). We
also reclassified the estimated fair value of ther@ey facility from property and equipment, tietpther current
assets as an asset held for sale on our ConsadliBalance Sheet.

In fiscal 2009, we anticipate incurring approxinkatg20 million of restructuring charges relatedtie fiscal 2008
reorganization. Overall, including charges incuritedbugh March 31, 2008, we expect to incur caghram-cash
charges between $115 million and $125 million Isgdi 2010. These charges will consist primarilgwiployee-
related costs (approximately $10 million), facileyit costs (approximately $60 million), as wellaker
reorganization costs including other contract teations and IT and consulting costs to assistérréorganization
of our business support functions (approximately 8sllion).

Fiscal 2006 International Publishing Reorganization

In November 2005, we announced plans to estabtishtarnational publishing headquarters in Geneva,
Switzerland. Through the quarter ended Septemhe2(BI6, we relocated certain employees to our rility in
Geneva, closed certain facilities in the Unitedddom, and made other related changes in our irttenaa
publishing business.

Since the inception of the restructuring plan, tigto March 31, 2008, we have incurred restructuctmarges of
approximately $35 million, of which $19 million wésr employee-related expenses, $9 million fordlusure of
certain United Kingdom facilities, and $7 milliom other costs. The restructuring accrual of $9iamltelated to ou
fiscal 2006 international publishing reorganizatasnof March 31, 2008 is expected to be utilized/aych 2017.
This accrual is included in other accrued expepsesented in Note 8 of the Notes to Consolidatedrkiial
Statements.

In connection with our fiscal 2006 internationabfishing reorganization, in fiscal 2009, we expeecincur
approximately $5 million of restructuring charg@erall, including charges incurred through Mardh 3008, we
expect to incur between $50 million and $55 mill@frrestructuring charges in connection with oacéil 2006
international publishing reorganization, substdiytial of which will result in cash expenditurey B017. These
restructuring charges will consist primarily of doyee-related relocation assistance (approxima&ig/million),
facility exit costs (approximately $15 million), a&ll as other reorganization costs (approxima@lynillion).

Other Restructurings

We engaged in various restructurings based on neamagt decisions. As of March 31, 2008, all $44imilin cash
had been paid out under these restructuring plans.

(7) ROYALTIES AND LICENSES

Our royalty expenses consist of payments to (1)estdricensors, (2) independent software develgmad (3) co-
publishing and distribution affiliates. License attjes consist of payments made to celebritiesfgggional sports
organizations, movie studios and other organizatfonour use of their trademarks, copyrights, @eas publicity
rights, content and/asther intellectual property. Royalty payments tdependent software developers are payn
for the development of intellectual property rethte our games. Co-publishing and distribution foga are
payments made to third parties for the deliverprafduct.

Royalty-based obligations with content licensord distribution affiliates are either paid in advarand capitalized
as prepaid royalties or are accrued as incurrecsabsequently paid. These royalty-based obligatoagenerally
expensed to cost of goods sold generally at thatgref the contractual rate or an effective royedte based on the
total projected net revenue. Prepayments madaertly ttapitalized independent software developers @ot
publishing affiliates are generally in connectioithvthe development of a particular product andrefore, we are
generally subject to development risk prior to rthiease of the
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product. Accordingly, payments that are due praocdmpletion of a product are generally expensadgearch and
development over the development period as thécgsrare incurred. Payments due after completigdgheoproduct
(primarily royalty-based in nature) are generaltlpensed as cost of goods sold.

Our contracts with some licensors include minimurargnteed royalty payments which are initially réed as an
asset and as a liability at the contractual amadr@n no performance remains with the licensor. Wenformance
remains with the licensor, we record guarantee gaysnas an asset when actually paid and as dtljablien
incurred, rather than recording the asset andiliabipon execution of the contract. Minimum royajtayment
obligations are classified as current liabilitieghe extent such royalty payments are contragtualaié within the
next twelve months. As of March 31, 2008 and 2G@proximately $10 million and $9 million, respeetiy, of
minimum guaranteed royalty obligations had beeongaized and are included in the royalty-relate@tsand
liabilities tables below.

Each quarter, we also evaluate the future reatimaif our royalty-based assets as well as any ogrezed
minimum commitments not yet paid to determine ant®we deem unlikely to be realized through procadés.
Any impairments or losses determined before thedawf a product are charged to research and daweliot
expense. Impairments or losses determined postiteare charged to cost of goods sold. In eithez,cas rely on
estimated revenue to evaluate the future realizatfgrepaid royalties and commitments. If actwadés or revised
revenue estimates fall below the initial revenu@veste, then the actual charge taken may be graataty given
quarter than anticipated. During fiscal 2008 an@&@ve recognized impairment charges of $4 milhod

$16 million, respectively. We had no impairmentrgfess during fiscal 2007.

The current and long-term portions of prepaid rogaland minimum guaranteed royalty-related assetkided in
other current assets and other assets, consis{edrofllions):

As of March 31,

2008 2007

Other current asse $ 54 $ 69
Other asset 62 40
Royalty-related asse! $11€ $10¢

At any given time, depending on the timing of oayments to our co-publishing and/or distributiofiliates,
content licensors and/or independent software dpeet, we recognize unpaid royalty amounts owebdse
parties as either accounts payable or accrueditiebi The current and long-term portions of aectuoyalties,
included in accrued and other current liabilitissagell as other liabilities, consisted of (in nalts):

As of March 31,

2008 2007

Accrued and other current liabilitit $20C $91
Other liabilities 3 3
Royalty-related liabilities $202 $91

In addition, as of March 31, 2008, we were comrditte pay approximately $1,540 million to conteothsors and
co-publishing and/or distribution affiliates, bugrformance remained with the counterparite (, delivery of the
product or content or other factors) and such camanits were therefore not recorded in our Consai&inancia
Statements. See Note 9 of the Notes to Consolidatexhcial Statements.
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(8) BALANCE SHEET DETAILS
(a) Inventories
Inventories as of March 31, 2008 and 2007 consistéoh millions):

As of March 31,

2008 2007

Raw materials and work in proce $ 4 $1
In-transit inventory 43 —
Finished good 121 61
Inventories $16€ $62

(b) Property and Equipment, Ne
Property and equipment, net, as of March 31, 20@B2807 consisted of (in millions):

As of March 31,

2008 2007
Computer equipment and softw: $ 645 $ 55E
Buildings 151 194
Leasehold improvemen 131 11C
Office equipment, furniture and fixtur: 77 70
Land 11 65
Warehouse equipment and otl 11 10
Construction in progres 14 10
1,03¢  1,01¢
Less accumulated depreciati (642 (530
Property and equipment, r $ 39€ $ 484

During the three months ended December 31, 200¢owenenced marketing our facility in Chertsey, Engl for
sale. Therefore, we reclassified the estimatedvilire of the Chertsey facility from property argigpment, net, to
other current assets as an asset held for salarddamsolidated Balance Sheet.

Depreciation expense associated with property angpment amounted to $126 million, $113 million and
$79 million for the fiscal years ended March 310202007 and 2006, respectively.

(c) Accrued and Other Current Liabilitie:
Accrued and other current liabilities as of Mardh 3008 and 2007 consisted of (in millions):

As of March 31,

2008 2007

Accrued royaltiet $20C $ 91
Other accrued expens 19¢ 17t
Accrued compensation and bene 18¢ 20¢€
Deferred net revenue (othe 73 58
Accrued income taxe 22 284
Accrued and other current liabiliti $68:  $814

Deferred net revenue (other), includes the defefralibscription revenue, deferrals related toSwitzerland
distribution business, advertising revenue, liceggirrangements and other revenue for which revesaggnition
criteria has not been met.
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(d) Deferred Net Revenue (Packaged Goods and Digitahteat)

Deferred net revenue (packaged goods and digitaeat), was $387 million as of March 31, 2008 aBd fillion
as of March 31, 2007. Deferred net revenue (packggeds and digital content), includes the defexfgl) the
total net revenue from the sale of certain onlinabded packaged goods and PC digital downloadwliocch we do
not have VSOE for the online service we provideannection with the sale of the software, and €2enue from
the sale of certain incremental content associatédour core subscription services that can odyplayed online,
which are types of “micro-transactions”. We recagnievenue from sales of online-enabled softwasdymts for
which we do not have VSOE for the online serviceaatraight-line basis over an estimated six mpetiiod
beginning in the month after shipment. In additime, expense the cost of goods sold related to thassactions
during the period in which the product is delive(ether than on a deferred basis).

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

We lease certain of our current facilities, furnéand equipment under non-cancelable operatirsg lagreements.
We are required to pay property taxes, insurandenanmal maintenance costs for certain of thesititfas and will
be required to pay any increases over the baseojé¢iaese expenses on the remainder of our faliti

In February 1995, we entered into a build-to-sedisk (“Phase One Lease”) with a third-party leksoour
headquarters facilities in Redwood City, Califor(fi@hase One Facilities”). The Phase One Facilt@nprise a
total of approximately 350,000 square feet and idegpace for sales, marketing, administrationrasdarch and
development functions. In July 2001, the lessdnaefced the Phase One Lease with Keybank Natiossb@&ation
through July 2006. The Phase One Lease expiremimdy 2039, subject to early termination in therghe
underlying financing between the lessor and itslées is not extended. Subject to certain termscanditions, we
may purchase the Phase One Facilities or arramghdsale of the Phase One Facilities to a thardyp

Pursuant to the terms of the Phase One Lease, weedmaoption to purchase the Phase One Facilitiasyatime for
a purchase price of $132 million. In the event shke to a third party, if the sale price is ldsemt$132 million, we
will be obligated to reimburse the difference bedw¢he actual sale price and $132 million, up teaximum of
$117 million, subject to certain provisions of filease One Lease, as amended.

On May 26, 2006, the lessor extended its loan Gim@nunderlying the Phase One Lease with its lenttéough
July 2007, and on May 14, 2007, the lenders exigtitis financing again for an additional year thgbuwuly 2008.
On April 14, 2008, the lenders extended the finagdor another year through July 2009. At any tpmier to the
expiration of the financing in July 2009, we maynegotiate the lease and the related financingngeiment. We
account for the Phase One Lease arrangement geeeatiog lease in accordance with SFAS No. 1&¢¢ounting
for Lease¢”, as amended.

In December 2000, we entered into a second buikliiblease (“Phase Two Lease”) with Keybank Nadlon
Association for a five and one-half year term bagig in December 2000 to expand our Redwood Cigfif@nia
headquarters facilities and develop adjacent ptpgdPhase Two Facilities”). Construction of thea®ke Two
Facilities was completed in June 2002. The Phase Hacilities comprise a total of approximately 00 square
feet and provide space for sales, marketing, adtnation and research and development functiorigesuto
certain terms and conditions, we may purchase lasdéTwo Facilities or arrange for the sale ofRhase Two
Facilities to a third party.

Pursuant to the terms of the Phase Two Lease, weedraoption to purchase the Phase Two Facilitiesyatime fo
a purchase price of $115 million. In the event sk to a third party, if the sale price is lés=mt$115 million, we
will be obligated to reimburse the difference betwéhe actual sale price and $115 million, up teaximum of
$105 million, subject to certain provisions of fPlease Two Lease, as amended.
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On May 26, 2006, the lessor extended the PhaselBase through July 2009 subject to early termimaiticthe
event the underlying loan financing between thedesnd its lenders is not extended. Concurrenitly the
extension of the lease, the lessor extended theflioancing underlying the Phase Two Lease witleitslers
through July 2007. On May 14, 2007, the lendersrektd this financing again for an additional yéaough July
2008. On April 14, 2008, the lenders extended itheeicing for another year through July 2009. At &me prior to
the expiration of the financing in July 2009, weyma-hegotiate the lease and the related financing gemment. Wi
account for the Phase Two Lease arrangement gsegiating lease in accordance with SFAS No. 13nanaed.

We believe that, as of March 31, 2008, the estith&t values of both properties under these opegdtases
exceeded their respective guaranteed residualsalue

The two lease agreements with Keybank National éiaton described above require us to maintairagert
financial covenants as shown below, all of whichweze in compliance with as of March 31, 2008.

Actual as of
Financial Covenants Requirement March 31, 200¢
Consolidated Net Worth (in million: equal to or greater th $2,43( $ 4,33¢
Fixed Charge Coverage Ra equal to or greaterth  3.0C 3.8¢
Total Consolidated Debt to Capi equal to or less thi 60% 5.4%
Quick Ratio— Q1 & Q2 equal to or greaterth  1.0C N/A
Q3& Q4 equal to or greater th 1.7t 7.71

In February 2006, we entered into an agreementavittndependent third party to lease a facilitginldford,
Surrey, United Kingdom, which commenced in June6288d will expire in May 2016. The facility compsa tote
of approximately 95,000 square feet, which we vsaéiministrative, sales and development functions.rental
obligation under this agreement is approximately $8llion over the initial ten-year term of the &a

In June 2004, we entered into a lease agreemeefaded in December 2005, with an independent trartydor a
studio facility in Orlando, Florida. The lease coemued in January 2005 and expires in June 2010,omi¢ five-
year option to extend the lease term. The campuilitifss comprise a total of 140,000 square feat provide spac
for research and development functions. Our restihdjation over the initial five-and-a-half yearrneof the lease is
$15 million.

In July 2003, we entered into a lease agreemehtamtindependent third party (the “Landlord”) fostadio facility
in Los Angeles, California, which commenced in @etin2003 and expires in September 2013 with twe-figar
options to extend the lease term. Additionally,haee options to purchase the property after fivktan years
based on the fair market value of the properthatdate of sale, a right of first offer to purchése property upon
terms offered by the Landlord, and a right to shiathe profits from a sale of the property. Exigticampus
facilities comprise a total of 243,000 square fa®l provide space for research and developmentidmsc Our
rental obligation under this agreement is $50 omllover the initial ten-year term of the lease sTd@mmitment is
offset by expected sublease income of $6 milliarefsublease to an affiliate of the Landlord of0D®, square feet
of the Los Angeles facility, which commenced in @xtr 2003 and expires in September 2013, with optad early
termination by either party after October 2008.

In October 2002, we entered into a lease agreeméhtan independent third party for a studio fiagiin
Vancouver, British Columbia, Canada, which commerineMay 2003 and expires in April 2013. We amentted
lease in October 2003. The facility comprises altot approximately 65,000 square feet and provitese for
research and development functions. Our rentagjatiin under this agreement is approximately $1Bamiover
the initial ten-year term of the lease.

Development, Celebrity, League and Content Licenggmyments and Commitments

The products we produce in our studios are designdccreated by our employee designers, artisisyae
programmers and by non-employee software develdfiadependent artists” or “third-party developetsie
typically advance development funds to the indepandrtists and third-party developers during degwelent
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of our games, usually in installment payments mazt the completion of specified development milees.
Contractually, these payments are generally corsid@dvances against subsequent royalties on ldedahe
products. These terms are set forth in written @gents entered into with the independent artisdstiaind-party
developers.

In addition, we have certain celebrity, league emitent license contracts that contain minimum guige paymen
and marketing commitments that may not be deperafeany deliverables. Celebrities and organizatieitis
whom we have contracts include: FIFA, FIFPRO FotindaUEFA and FAPL (Football Association Premier
League Limited) (professional soccer); NASCAR (&toar racing); National Basketball Association fpssional
basketball); PGA TOUR and Tiger Woods (professigudd); National Hockey League and NHL Players’
Association (professional hockey); Warner Bros.r(ii@otter and Batman); New Line Productions anal Saentz
Company (The Lord of the Rings); Red Bear Inc. (Jdtadden); National Football League Properties and
PLAYERS Inc. (professional football); Collegiatecknsing Company (collegiate football and basketbdlacom
Consumer Products (The Godfather); ESPN (conteBAIISPORTS™ games); Twentieth Century Fox Licensing
and Merchandising (The Simpsons); and Hasbro,(&naide array of Hasbro intellectual propertie)e3e
developer and content license commitments représersgum of (1) the cash payments due under naaityey
bearing licenses and services agreements, andg2)inimum guaranteed payments and advances agayadties
due under royalty-bearing licenses and servicesesagents, the majority of which are conditional uperformance
by the counterparty. These minimum guarantee patsraamd any related marketing commitments are irdud the
table below.

The following table summarizes our minimum contwatiobligations and commercial commitments as ofd&1,
2008 (in millions):

Commercial
Contractual Obligations Commitments
Developer/ Letter of Credit,
Fiscal Year Licensor Bank and
Ending March 31, Leases)) Commitments®  Marketing  Other Guarantees Total
2009 $ 62 $ 17¢ $ 66 $ 6 $ 31C
2010 50 182 42 — 27¢%
2011 40 29¢ 38 — 37¢€
2012 33 147 38 — 21¢
2013 26 134 38 — 19¢
Thereafte 53 61z 15E — 82C
Total $ 264 $ 155 $ 377 $ 6 $2,19i

M Lease commitments include contractual rental comemits of $13 million under real estate leases for
unutilized office space resulting from our restuuittg activities. These amounts, net of estimatedré sub-
lease income, were expensed in the periods ofthéed restructuring and are included in our actare
other current liabilities reported on our ConsdidhBalance Sheets as of March 31, 2008. See Nutéhe
Notes to Consolidated Financial Stateme

@  Developer/licensor commitments include $10 millafcommitments to developers or licensors that Hmex
recorded in current and long-term liabilities ancbaresponding amount in current and long-termtasseour
Consolidated Balance Sheets as of March 31, 206&use payment is not contingent upon performandbd
developer or licenso

The amounts represented in the table above refleaninimum cash obligations for the respectivedis/ears, but
do not necessarily represent the periods in whiely will be expensed in our Consolidated FinanStatements.

In addition to what is included in the table aboa®discussed in Note 10 of the Notes to Conselitieinancial
Statements, we have adopted the provisions of Fik&Bpretation (“FIN”) No. 48, ‘Accounting for Uncertainty in
Income Taxe— An Interpretation of FASB Statement No. 108s of March 31, 2008, we had
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a liability for unrecognized tax benefits and aoraal for the payment of related interest totaly3§0 million, of
which approximately $41 million is offset by pricash deposits to tax authorities for issues penaisglution. For
the remaining liability, we are unable to make @asnably reliable estimate of when cash settlemvighta taxing
authority will occur.

Total rent expense for all operating leases was#i@ibn, $88 million and $59 million, for the fist years ended
March 31, 2008, 2007 and 2006, respectively.
Legal proceedings

We are subject to claims and litigation arisinghia ordinary course of business. We do not belibaeany liability
from any reasonably foreseeable disposition of sl&ims and litigation, individually or in the aggyate, would
have a material adverse effect on our consolidi@edcial position or results of operations.

Director Indemnity Agreements

We entered into indemnification agreements witthezfche members of our Board of Directors at thetthey
joined the Board to indemnify them to the extenpged by law against any and all liabilities, tsgexpense:
amounts paid in settlement and damages incurreédebgtirectors as a result of any lawsuit, or amjdial,
administrative or investigative proceeding in whihk directors are sued or charged as a resuieafgervice as
members of our Board of Directors.

(10) INCOME TAXES
The components of the provision (benefit) for ineotaxes are as follows (in millions):

Year Ended March 31,

2008 2007 2006
Domestic $(359) $31 $20C
Foreign (154) 107 18¢
Income (loss) before provision for income taxes amdority interes $(507) $13€  $38¢

Income tax expense (benefit) for the fiscal yeadee March 31, 2008, 2007 and 2006 consisted afifiions):

Current Deferred  Total

Year Ended March 31, 20(

Federa $ (280 $ (43) $(71)
State 1) (1) (22
Foreign 46 (6) 40

$ 17 $ (70 $(53

Year Ended March 31, 20(

Federa $ 98 $ (31) $ 67
State 4 (22 (18
Foreign 14 3 17

$ 11€ $ (500 $ 66

Year Ended March 31, 20(

Federa $ 91 $ 17 $10¢€
State 13 2 15
Foreign 32 (8) 24

$ 13¢ $ 11 $147
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The differences between the statutory income texaad our effective tax expense (benefit) ratpressed as a
percentage of income (loss) before provision fepime tax expense (benefit) and minority interestitie years
ended March 31, 2008, 2007 and 2006 were as follows

Year Ended March 31,

2008 2007 2006
Statutory federal tax expense (benefit) | (35.0%9 35.04 35.0%
State taxes, net of federal ben (2.7%) (0.7%) 0.8%
Differences between statutory rate and foreignctiffe tax rate 1.9% (8.6%) (4.9%)
Research and development cre (1.5%) (3.0%) (0.2%)
Resolution of ta-related matters with tax authoriti — (0.2%) (6.1%)
Non-deductible acquisition-related costs and tax egpdrom integration
restructurings 9.5% 7.2% 8.7%
Non-deductible losses on strategic investmi 8.2% — —
Loss on facility impairmer 3.5% — —
Jobs Act, including state tax — — 4.3%
Non-deductible stoc-based compensatic 55%  15.5% —
Other 0.3% 3.0% —
Effective tax expense (benefit) re (10.3%) 48.2%  37.6%

Undistributed earnings of our foreign subsidiagesounted to approximately $1.3 billion as of Magdh 2008.
Those earnings are considered to be indefinitehlwested and, accordingly, no U.S. income taxeg teen
provided thereon. Upon distribution of those eagrim the form of dividends or otherwise, we woliédsubject to
both U.S. income taxes (subject to an adjustmerfbfeign tax credits) and withholding taxes pagatol various
foreign countries. It is not practicable to deterenthe income tax liability that might be incuriéthese earnings
were to be distributed.

The components of the deferred tax assets, nef,March 31, 2008 and 2007 consisted of (in mikipn

As of March 31,

_2008 2007
Deferred tax asset

Accruals, reserves and other exper $187 $101
Tax credit carryforward 10¢ 60
Equity compensatio 50 25
Net operating loss & capital loss carryforwa 78 8
Total 424 194
Valuation allowanct 22
Deferred tax asset net of valuation allowa 40z 18¢

Deferred tax liabilities
Depreciatior (47) (47)
Amortization (20 (22)
State effect on federal tax (39 (23
Unrealized gain on marketable equity securi 3 —
Prepaids and other liabilitie G _0O
Total (103) (89
Deferred tax asset, n $29¢ ¢$101
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As of March 31, 2008, deferred tax assets, neb1db million were classified as current assets4$hélion were
classified as non-current assets and deferredabikities, net, of $5 million were classified asrent liabilities,
$5 million were classified as non-current liabd#i As of March 31, 2007, deferred tax assetsoh&84 million
were classified as current assets, $25 million wkssified as non-current assets and deferrelibtailities, net, of
$8 million were classified as non-current liabdgi

The net deferred tax asset valuation allowance$2amillion at March 29, 2008 and $5 million at Mar31, 2007.
Of the $22 million total valuation allowance, apgirnately $3 million is attributable to acquisitioalated assets,
the benefit of which will reduce goodwill when aifidealized. The valuation allowance increased by #illion in
fiscal year 2008, primarily due to the loss onithpairment of our facility in Chertsey, England.

As of March 31, 2008, we have net operating loBEJL") carryforwards attributable to various acquired camips
of approximately $149 million. These net operalimgs carryforwards are subject to an annual linsitatinder
Internal Revenue Code Section 382, but are expéated fully realized. The federal NOL if not fuligalized, will
expire beginning 2026 through 2028. Furthermorehewe state net loss carryforwards of approximately

$328 million of which approximately $135 million adtributable to various acquired companies. TaeNOL if
not fully realized, will expire beginning 2016 tlugh 2018. We also have U.S. federal and Califaaniacredit
carryforwards of $43 million and $66 million respigely. The U.S. tax credit carryforwards will erpiat various
dates beginning in 2015 through 2028. The Calitotak credit carryforwards can be carried forwadkfinitely.

In the fourth quarter of fiscal 2006, we repatrib®375 million of foreign earnings to take advasetad the favorab
provisions of the American Jobs Creation Act (theb's Act”). Under the Jobs Act, the qualifying jpmnrtof this
repatriation was eligible for a temporary 85 petatividends received deduction on certain foreigmangs.
Accordingly, we recorded tax expense in fiscal 200617 million related to this repatriation.

During fiscal 2006 we recognized a $73 million retilon in income taxes payable following a U.S. Teourt ruling
regarding the proper allocation of the tax deduncfar stock options between U.S. and foreign exttitAlthough thi
Tax Court ruling remains subject to appeal, aseaquent, it is relevant to our situation. Accordimave released a
reserve of $73 million during fiscal 2006, wheretw recorded a reduction to our income tax payabtean
increase to additional paid-in capital with no irap net income.

In February 2006, the FASB issued FIN No. 48 thatifies the accounting and recognition for incotae positions
taken or expected to be taken in our tax returmsMa@y 2, 2007, the FASB issued FSP FIN 48-Dgfinition of
Settlement in FASB Interpretation No.4&hich amended FIN No. 48 to provide guidance on haventity shoul
determine whether a tax position is effectivelytlsdtfor the purpose of recognizing previously wagnized tax
benefits. We adopted FIN No. 48 and FSP FIN 48-April 1, 2007, and recognized the cumulative effifca
change in accounting principle by recognizing arélase in the liability for unrecognized tax bersefift $18 million
with a corresponding increase to beginning retagsathings. We also recognized an additional deerieathe
liability for unrecognized tax benefits of $14 nwh with a corresponding increase in beginning paidapital
related to the tax benefits of employee stock aystidn our second quarter of fiscal 2008, we ineedahe beginnir
retained earnings by approximately $1 million tle® an immaterial revision to the cumulative effef the
adoption of FIN No. 48.
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The total liability for gross unrecognized tax bitsancluded in our Consolidated Balance Sheeifaspril 1, 2007
was $283 million. The liability for gross unrecoged tax benefits increased by approximately $28anitluring
the current year to a total liability as of March 2008 of $312 million. Of these amounts, $4ligmillof liabilities
would be offset by prior cash deposits to tax auties for issues pending resolution. A reconditiatof the
beginning and ending balance of unrecognized taefits is summarized as follows (in millions):

Balance as of April 1, 20C $28¢
Increases in unrecognized tax benefits relatedito pear tax position 10
Decreases in unrecognized tax benefits relatedao year tax position 9
Increases in unrecognized tax benefits relateditieent year tax positior 23
Decreases in unrecognized tax benefits relatedttiements with taxing authoritit —
Reductions in unrecognized tax benefits due todapapplicable statute of limitatiol 2
Changes in unrecognized tax benefits due to foreigrency translatio 7

Balance as of March 31, 20 $312

As of March 31, 2008, approximately $257 milliontbé& unrecognized tax benefits would affect ouvectfie tax
rate, as compared to $239 million as of April 1020if recognized upon resolution of the uncertampositions.

Interest and penalties related to estimated olidigatfor tax positions taken in our tax returnsr@eognized in
income tax expense in our Consolidated Statemdr@perations. The combined amount of accrued istexed
penalties related to tax positions taken on ouréturns and included in non-current other lialgiitwas
approximately $55 million as of March 31, 2008 campared to $42 million as of April 1,2007. Appnmxtely
$13 million of accrued interest expense relateglstimated obligations for unrecognized tax benefés recognize
during fiscal 2008.

Prior to April 1, 2007, we presented our estimaizility for unrecognized tax benefits as a cutriability.
Beginning on April 1, 2007, however, FIN No. 48 uggs us to classify liabilities for unrecognizeat benefits
based on whether we expect payment will be mademibhe next 12 months. Amounts expected to be wétin
the next 12 months are classified as a currenititiaand all other amounts are classified as a-ooment liability.
In addition, prior to April 1, 2007 we presented estimated state, local and interest liabilities of the estimated
benefit we expect to receive from deducting sugmpents on future tax returns.€., on a “net” basis). Beginning
on April 1, 2007, FIN No. 48 requires this estinthbenefit to be classified as a deferred tax ansttad of a
reduction of the overall liability i(e. , on a “gross” basis).

We file income tax returns in the United States|uding various state and local jurisdictions. Gubsidiaries file
tax returns in various foreign jurisdictions, indlng Canada, France, Germany, Switzerland and tiied)
Kingdom. The Internal Revenue Service (“IRS”) hampleted its examination of our federal incomerttyrns
through fiscal year 2003. As of March 31, 2008, I{R8 had proposed, and we had agreed to, certaistagents to
our tax returns. The effects of these adjustmeasns bbeen considered in estimating our future otiiga for
unrecognized tax benefits and are not expectedve h material impact on our financial positiomasults of
operations. As of March 31, 2008, we had not agteeertain other proposed adjustments for fisealry 1997
through 2003, and those issues were pending résoloy the Appeals section of the IRS. Furthermtre IRS has
commenced an examination of our fiscal year 20@42005 tax returns. We are also under income tam@ation
in Canada for fiscal years 2004 and 2005. We remiject to income tax examination in Canada fudi years
after 1999, in France, Germany, and the United #amg for fiscal years after 2003, and in Switzerléordfiscal
years after 200¢

The timing of the resolution of income tax examioas is highly uncertain, and the amounts ultimapelid, if any,
upon resolution of the issues raised by the taairtorities may differ materially from the amouatzrued for eac
year. While it is reasonably possible that som#hefissues in the IRS and Canadian examinatiorlsl tauresolver
in the next 12 months, at this stage of the proitéssot practicable to estimate a range of tbeptial change in
the underlying unrecognized tax benefits.
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(11) PREFERRED STOCK

As of March 31, 2008 and 2007, we had 10,000,0@@eshof preferred stock authorized but unissued.rigts,
preferences, and restrictions of the preferredkstogy be designated by our Board of Directors wittfarther
action by our stockholders.

(12) STOCK-BASED COMPENSATION AND EMPLOYEE BENEFIT PLANS
Adoption of SFAS No. 123(R)

We adopted SFAS No. 123 (revised 2004) (“SFAS N@(R)"), “ Share-Based Paymehtas of April 1, 2006 and
have applied the provisions of SAB No. 105Hare-Based Paymehtto our adoption of SFAS No. 123(R). We
required to estimate the fair value of share-bgsganent awards on the date of grant. Upon adopfion

SFAS No. 123(R), we elected to use the modifiedpective transition method of adoption which reggiithat
compensation expense be recognized in the finasizEitdments for all awards granted after the dageloption as
well as for existing awards for which the requisiezvice has not been rendered as of the dateoptiad.
Accordingly, prior periods are not restated for éfifect of SFAS No. 123(R).

Prior to April 1, 2006, we accounted for stock-lthaevards to employees using the intrinsic valuehokin
accordance with APB No. 25 and adopted the disodesaly provisions of SFAS No. 123, as amendedo Ads
required by SFAS No. 148,Accounting for Stock-Based Compensation — Tramséi Disclosuré, we
provided pro forma net income (loss) and net incdloes) per share disclosures for stock-based anasdf the
fair-value-based method defined in SFAS No. 123teeh applied.

Valuation and Expense RecognitiohVe recognize compensation costs for stock-baagohent transactions to
employees based on their grant-date fair value tiveservice period for which such awards are ebgpkto vest.
The fair value of restricted stock units is deterad based on the quoted price of our common stodkedate of
grant. The fair value of stock options and stockchase rights granted pursuant to our employed gtochase pla
is determined using the Bladeholes valuation model. The determination offalue is affected by our stock pri
as well as assumptions regarding subjective angmavariables such as expected employee exerelsavior and
our expected stock price volatility over the expddierm of the award. Generally, our assumptioasased on
historical information and judgment is requireditermine if historical trends may be indicatorsubfire
outcomes. We estimated the following key assumptfonthe Black-Scholes valuation calculation:

 Rislk-free interest rateThe risk-free interest rate is based on U.S. Tmyagelds in effect at the time of grant
for the expected term of the optic

« Expected volatilityWWe use a combination of historical stock price tititg and implied volatility computed
based on the price of options publicly traded oncsmmon stock for our expected volatility assurmipt

» Expected ternThe expected term represents the weighted-aveexgmighe stock options are expected to
remain outstanding. The expected term is deterntiased on historical exercise behavior, post-vgstin
termination patterns, options outstanding and uaxpected exercise behavi

» Expected dividenc.

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

Stock Option Grants Employee Stock Purchase Pla
Year Ended March 31, Year Ended March 31,

2008 2007 2008 2007
Risk-free interest rat 1.8-5.1% 4.5-5.1% 1.7-4.2% 3.7-5.1%
Expected volatility 31-37% 31-4€% 32-35% 28 - 3€%
Weightec-average volatility 33% 35% 34% 33%
Expected tern 44year 4.2year 6-12month  6-12 month
Expected dividend None None None None
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Prior to our adoption of SFAS No. 123(R), we valoed stock options based on the multiple-award atédn
method and recognized the expense using the aatsdempproach over the requisite service periodoijunction
with our adoption of SFAS No. 123(R), we changedroathod of recognizing our stock-based compensatio
expense for post-adoption grants to the strdigktapproach over the requisite service perioadyéwer, we continu
to value our stock options based on the multipleravwaluation method.

Employee stoclbased compensation expense recognized duringsite fiears ended March 31, 2008 and 2007

calculated based on awards ultimately expecte@sband has been reduced for estimated forfeitimesibsequent
periods, if actual forfeitures differ from thosdiemtes, an adjustment to stock-based compensatipense will be

recognized at that time.

The following table summarizes stock-based comp@rsaxpense resulting from stock options, resdaitock,
restricted stock units and our employee stock @sgelplan included in our Consolidated Statemen@pefrations

(in millions):
Year Ended March 31,
2008 2007 2006
Cost of goods sol $ 2 $ 2 $—
Marketing and sale 19 17 —
General and administratiy 38 37 1
Research and developmt 91 77 2
Stoclk-based compensation expel 15C  13¢ 3
Benefit from income taxe 27 (26) (1)
Stock-based compensation expense, net o $12Z $107 $ 2

As of March 31, 2008, our total unrecognized conspéinn cost related to stock options was $186 anilind is
expected to be recognized over a weighted-averyes period of 2.5 years. As of March 31, 2008, total
unrecognized compensation cost related to resiritieck and restricted stock units was $274 miliad is
expected to be recognized over a weighted-avergee period of 2.4 years.

APIC Pool. We elected to adopt the alternative transitiothoe provided in FSP FAS 123(R)-3Ttansition
Election Related to Accounting for the Tax EffeftShar-Based Payment Awardsfor calculating the tax effects
of stock-based compensation pursuant to SFAS N&(R)2which allows for a practical exception inadhting the
additional paid-in capital pool (“APIC pool”) of egss tax benefits upon adoption that is availabkbsorb tax
deficiencies recognized subsequent to the adopfi®@FAS No. 123(R). For employee stock-based cosgtém
awards that are outstanding upon adoption of SFASIR3(R), the alternative transition method presid
simplified method to establish the beginning batéaatthe APIC pool related to the tax effects optyee stock-
based compensation. It also provides a simplifiethod to determine the subsequent impact on th€ ABbl and
Consolidated Statements of Cash Flows for the ffexts of employee stock-based compensation awards.

Cash Flow Impact. Prior to our adoption of SFAS No. 123(R), cadhireed as a result of tax deductions relating to
stock-based compensation was presented in opeasigflows along with other tax cash flows. SFAS N23(R)
requires a classification change in the statemkoash flows. As a result, tax benefits relatingxcess stock-based
compensation deductions, which had been includegénating cash flow activities, are now presesmtefinancing
cash flow activities (total cash flows remain uredped). For the fiscal year ended March 31, 2008emegnized
$45 million of tax benefit from the exercise of dtmptions, net of $6 million of deferred tax asseite-offs; of this
amount, $51 million of excess tax benefit relatedtbck-based compensation was reported in fingrantivities.
For the fiscal year ended March 31, 2007, we reizegh$34 million of tax benefit from exercise obak options
reported in operating activities, net of $2 milliohdeferred tax asset write-offs; of this amo®®6 million of
excess tax benefit related to stock-based compgensaas reported in financing activities. For tiseél year ended
March 31, 2006, we recognized $133 million of taxéfit from exercise of stock options reported perating
activities.
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Summary of Plans and Plan Activit
Equity Incentive Plans

Our 2000 Equity Incentive Plan (the “Equity Plaaflows us to grant options to purchase our comniacks
restricted stock, restricted stock units and stagmbreciation rights to our employees, officers dindctors. Pursuant
to the Equity Plan, incentive stock options maygtented to employees and officers and non-qualdigibns may
be granted to employees, officers and directorspttess than 100 percent of the fair market valu¢he date of
grant.

We also have options outstanding that were grameer (1) the Criterion Software Limited Approvedage Optiol
Scheme (the “Criterion Plan”), which we assumeddnnection with our acquisition of Criterion, ar) the
JAMDAT Mobile Inc. Amended and Restated 2000 Stimdentive Plan and the JAMDAT Mobile Inc. 2004 Byui
Incentive Plan (collectively, the “JAMDAT Plansi)hich we assumed in connection with our acquisitibn
JAMDAT. We also have options and restricted stagitsuoutstanding under the VG Holding Corp. 2008c$t
Incentive Plan (the “VGH 2005 Plan”), which plan a&sumed in connection with our acquisition of VGH.

In connection with our acquisition of VGH, we alksstablished the 2007 Electronic Arts VGH Acquisitio
Inducement Award Plan (the “VGH Inducement Plamfjch allowed us to grant restricted stock unitseovice
providers who were employees of VGH or a subsididryGH immediately prior to the consummation oé th
acquisition and who became employees of EA follgntime acquisition. The restricted stock units geeninder the
VGH Inducement Plan vest pursuant to either (1gttmased vesting schedules over a period of uputoyfears, or
(2) the achievement of pre-determined performavacsed milestones, and in all cases are subjeerfierevesting it
the event we terminate a recipient's employmentuit “cause” or the recipient terminates employnientgood
reason”. We do not intend to grant any further @samder the VGH Inducement Plan.

In addition, in connection with our acquisition\&H, in exchange for outstanding stock options \rudricted
stock, we granted service-based non-interest lgeantes payable solely in shares of our commorkdtocertain
employees of VGH who became employees of EA follgathe acquisition. These notes payable vest operiad
of four years, subject to earlier vesting in therwve terminate a recipient’s employment withause” or the
recipient terminates employment for “good reason”.

Options granted under the Equity Plan generallyrexgn years from the date of grant and are gépeneercisable
as to 24 percent of the shares after 12 monthsthemdratably over the following 38 months. All igwis granted
under the Criterion Plan were exercisable as ofch&1, 2005 and expire in January 2012. The materias of
options granted under the JAMDAT and VGH 2005 Prmssimilar to our Equity Incentive Plan.

The following table summarizes our stock optionatst for the fiscal year ended March 31, 2008:

Weighted-

Options Average
(in thousands  Exercise Price
Outstanding as of March 31, 20 35,86 $ 40.7¢

Activity for the fiscal year ended March 31, 201

Granted and Assume?) 8,131 47.5(
Exercisec (5,477 28.2¢
Forfeited, cancelled or expirt (2,449 53.2%
Outstanding as of March 31, 20 36,07" 43.32

@ Includes options to purchase approximately 1,150g@res of our common stock, which we assumedrunde
the VGH 2005 Plan in connection with our acquisitad VGH.
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Additional stock option-related information as oaMh 31, 2008:

Weighted-
Average
Weighted- Remaining Aggregate
Options Average Contractual Intrinsic Value
(in thousands  Exercise Price ~ Term (in years) (in millions)
Vested and expected to vi 32,89 $ 42.5¢ 52 $ 30z
Exercisable 22,69¢ $ 38.4: 48 $ 294

As of March 31, 2008, the weightederage contractual term for our stock optionstantting was 6.2 years and
aggregate intrinsic value of our stock options taunding was $305 million.

A total of 17 million shares were available forgrander our Equity Plan as of March 31, 2008, biclv no more
than 6 million shares were eligible for grant ie florm of restricted stock or restricted stock snit

The aggregate intrinsic value represents the potatax intrinsic value based on our closing stog&e as of
March 31, 2008, which would have been receivedhyoiption holders had all option holders exerctbed options
as of that date. We issue new common stock fromaatirorized shares upon the exercise of stock rgtio

The weighted-average grant-date fair value of stqtions granted during fiscal years 2008, 2007 20@5 was
$16.85, $17.75 and $15.19, respectively. The totahsic value of options exercised during fisgaars 2008, 2007
and 2006 was $144 million, $120 million and $199ion, respectively. The total estimated fair va{determined

as of the grant date) of shares vested duringlfis@s 2008, 2007 and 2006 was $82 million, $1@bam and
$150 million, respectively.

The following table summarizes outstanding and @gable options as of March 31, 2008:

Options Outstanding Options Exercisable
Weighted-
Average Weighted- Weighted-
Number Remaining Average Number Average
Range of of Shares Contractual Exercise Potential of Shares Exercise Potential
Exercise Prices (in thousands  Term (in years) Price Dilution (in thousands’ Price Dilution
$0.65-$19.9¢ 2,17: 121 $ 14.01 0.7% 2,172 $ 14.01 0.7%
20.0(-29.9¢ 5,98¢ 3.4z 25.7¢ 1.9% 5,627 25.5¢ 1.8%
30.0(-39.9¢ 4,221 4.45 31.71 1.3% 4,19 31.7¢ 1.3%
40.00-49.9¢ 9,84: 7.6t 48.1¢ 3.1% 4,33¢ 47.1°¢ 1.3%
50.0(-59.9¢ 11,27¢ 7.7¢€ 53.5¢ 3.5% 4,707 53.7: 1.5%
60.0(-65.9¢ 2,571 6.7¢€ 64.2¢ 0.8% 1,662 64.4( 0.5%
$0.65-$65.9: 36,07% 6.1¢€ 43.3: 11.3% 22,69¢ 38.4: 7.1%

Potential dilution is computed by dividing the apts in the related range of exercise prices byBili&n shares of
common stock, which were issued and outstandirgf &arch 31, 2008.

At our Annual Meeting of Stockholders, held on J26; 2007, our stockholders approved amendmerttetd000
Equity Incentive Plan to (a) increase the numbeshafres authorized for issuance under the Equétly By 9 million
(b) decrease by 4 million shares the limit on thitalthnumber of shares underlying awards of resilictock and
restricted stock units that may be granted undeEtuity Plan — from 15 million to 11 million shareand

(c) revise the amount and nature of automaticah&d annual grants to our non-employee directoder the
Equity Plan by adding restricted stock units anctelasing the size of stock option grants.

Restricted Stock Units and Restricted Stock

We grant restricted stock units and restrictedks{oollectively referred to as “restricted stocijiris”) under our
Equity Plan to employees worldwide (except in dartauntries where doing so is not feasible duedal legal
requirements). Restricted stock units entitle hdde receive shares of common stock at the end
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of a specified period of time. Upon vesting, theigglent number of common shares are typicallyadsuet of
required tax withholdings, if any. Restricted stiglissued and outstanding upon grant; howevetrjctsd stock
award holders are restricted from selling the shargil they vest. Upon vesting, we will typicaillythhold shares t
satisfy tax withholding requirements. Restrictaatktrights are subject to forfeiture and transésstrictions. Vestin
for restricted stock rights is based on the holdarstinued employment with us. If the vesting citioths are not
met, unvested restricted stock rights will be fiefd. Generally, our restricted stock rights vestaading to one of
the following vesting schedules:

< 100 percent after one yei

« Threeyear vesting with 25 percent cliff vesting at tmel®f each of the first and second years, and &epi
cliff vesting at the end of the third yei

» Foul-year vesting with 25 percent cliff vesting at timel @f each year; ¢
» 26 Month vesting with 50 percent cliff vesting afi8 months and 50 percent after 26 mor

The following table summarizes our restricted staghts activity, including the restricted stockitsrand notes
payable in shares of common stock that we gramtedmnection with our acquisition of VGH, but exaédu
performance-based restricted stock unit grantsidised below, for the fiscal year ended March 30820

Restricted Stock Weighted-
Rights Average Grant
(in thousands) Date Fair Value
Balance as of March 31, 20 2,13¢ % 52.6:

Activity for the fiscal year ended March 31, 201

Granted@ 5,29: 52.0¢
Vested (597) 52.4¢
Forfeited or cancelle (489 51.9¢
Balance as of March 31, 20 6,344 52.2%

@) Includes (i) approximately 1,560,000 shares of cemistock underlying service-based non-interestibgar
notes payable solely in shares of our common stwhich we issued in exchange for VGH stock optiand
restricted stock to certain former VGH employee®whcame employees of EA following the acquisition,
(if) 529,000 restricted stock units granted untéerWGH Inducement Plan, and (iii) 252,000 restdcteock
units granted under the VGH 2005 Plan. The tabteallloes not include performance-based restri¢tmik s
units granted under the VGH Inducement Plan, whighdiscussed belo

The weighted-average grant date fair value ofiksti stock rights is based on the quoted markieevaf our
common stock on the date of grant. The weightedaaeefair value of restricted stock rights grardadng fiscal
years 2008, 2007 and 2006 was $52.06, $52.31 ah@BKFespectively. The total grant date fair valfieestrictec
stock rights that vested during fiscal year 2008 2007 was $31 million and $10 million, respectiv@lhere were
no restricted stock rights that vested during figear 2006.

Performance-Based Restricted Stock Units

Upon consummation of our acquisition of VGH, werdeal approximately 691,000 performance-based céstri
stock units under the VGH Inducement Plan to cefimimer VGH employees who became employees of EA
following the acquisition. These performance-basstricted stock units vest contingent upon théeagiment of
pre-determined performance-based milestones, widchxpect to occur over a period of up to approséyeour
years. If these performar-based milestones are not met, the restricted stoitk will not vest, in which case, any
compensation expense we have recognized to ddtbeniéversed.
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The following table summarizes our performance-asstricted stock unit activity for the fiscal yeaded
March 31, 2008:

Performance-
Based Restrictel Weighted-
Stock Units Average Grant
(in thousands) Date Fair Value
Balance as of March 31, 20 — % —
Activity for the fiscal year ended March 31, 201

Granted 691 54,51
Vested — —
Forfeited or cancelle — —
Balance as of March 31, 20 691 54.51

The weighted-average grant date fair value of perémcebased restricted stock units is based on the quosziet
value of our common stock on the date of grant. Waighted-average fair value of performance-basstticted
stock units granted during fiscal year 2008 was%$b4There were no performance-based restrictexd stoits
granted during fiscal years 2007 and 2006. There we performancéased restricted stock units that vested dt
fiscal years 2008, 2007 and 2006.

Employee Stock Purchase Plan

Pursuant to our 2000 Employee Stock Purchase FESPP”), eligible employees may authorize payreltidctions
of between 2 and 10 percent of their compensatiqqutchase shares at 85 percent of the lower dathenarket
value of the common stock on the date of commenoeofahe offering or on the last day of each siarth
purchase period.

At our Annual Meeting of Stockholders, held on J26; 2007, our stockholders approved an amendroghet200!
Employee Stock Purchase Plan to increase by 1llmihe number of shares of common stock resefeed
issuance under the Purchase Plan. As of March(B, 2ve had 4 million shares of common stock resfor
future issuance under the ESPP.

During fiscal 2008, we issued 892 thousand shamdsiuthe ESPP with exercise prices for purchasgsignging
from $40.15 to $42.86. During fiscal 2008, 2007 2066 the estimated weighted-average fair valysuothase
rights was $14.57, $16.51 and $15.42, respectively.

We issue new common stock out of the ESPP’s poaltiforized shares. The fair value above was et the
date of grant using the Black-Scholes option-pgaimodel assumptions described in this note undeh#adings
“Adoption of SFAS No. 123(R)” and “Pre-SFAS No. IR} Pro Forma Accounting Disclosures”.

Pre-SFAS No. 123(R) Pro Forma Accounting Disclosuse

Prior to the adoption of SFAS No. 123(R), we acdedrior stock-based awards to employees usingithiasic
value method in accordance with APB No. 25 and setbfhe disclosure-only provisions of SFAS No. 123,
amended.

Had compensation cost for our stock-based compengaians been measured based on the estimatedhfag at
the grant dates in accordance with the provisidr&®S No. 123, as amended, we estimate that arted net
income and net income per share would have beeprthimrma amounts indicated below. The fair valfieach
option grant is estimated on the date of grantgutie Black-Scholes option-pricing model.
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The following weighted-average assumptions werel fisegrants made under our stock-based compensaléans

in fiscal 2006:
Year Ended
March 31, 200¢
Risk-free interest rat 4.3%
Expected volatility 33%
Expected term of stock options (in yee 3.2
Expected term of employee stock purchase plan @nths) 6
Expected dividend None
Our calculations were based on a multiple-awardat&dn method and forfeitures were recognized wheg
occurred.
Year Ended
March 31,
(In millions, except per share da 2006
Net income;
As reportec $ 23€
Deduct: Total stock-based employee compensatioaresgodetermined under fair-value-based
method for all awards, net of related tax effe (85)
Add: Stockbased employee compensation expense includedanteenet income, net of related |
effects 2
Pro forma $ 153
Net income per shar
As reportec— basic $ 0.7¢
Pro forma— basic $ 0.5
As reportec— diluted $ 0.7¢
Pro forma— diluted $ 0.4¢

401(k) Plan and Registered Retirement Savings Plan

We have a 401(k) plan covering substantially albbaf U.S. employees, and a Registered Retiremem@aPlan
covering substantially all of our Canadian emplaydéese plans permit us to make discretionaryritarions to
employeesaccounts based on our financial performance. Wéiboted an aggregate of $13 million, $3 milliord
$2 million to these plans in fiscal 2008, 2007 2006, respectively.

(13) COMPREHENSIVE INCOME

We are required to classify items of other compnshe income (loss) by their nature in a finanstatement and
display the accumulated balance of other comprébeirecome separately from retained earnings anlitiadal
paid-in capital in the equity section of a balasbeet. Accumulated other comprehensive income pifymiacludes
foreign currency translation adjustments, and #teofrtax amounts for unrealized gains (lossesheastments and
unrealized gains (losses) on derivatives desigregezhsh flow hedges. Foreign currency translattjnstments are
not adjusted for income taxes as they relate tefinite investments in non-U.S. subsidiaries.
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The change in the components of accumulated otimapehensive income is summarized as follows (ifiansg):

Unrealized
Unrealized Gains

Foreign Gains (Losses) or Accumulated

Currency (Losses) or Derivative Other
Translation Investments  Instruments,  Comprehensive

Adjustment net net Income
Balances as of March 31, 20 $ 30 % 26 $ — % 56
Other comprehensive income (lo: (10) 37 — 27
Balances as of March 31, 20 20 63 — 83
Other comprehensive incor 23 18¢ — 211
Balances as of March 31, 20 43 251 — 294
Other comprehensive income (lo 42 251 (3 29C
Balances as of March 31, 20 $ 85 $ 502 $ 3 $ 584

The change in unrealized gains (losses) on invegsand derivative instruments are shown net afgant
$3 million in fiscal 2008, less than $1 millionfiscal 2007 and $0 in fiscal 2006.

During fiscal 2007 and 2006, we realized substiytil gains and losses outstanding from our dsrixe
instruments. See Note 3 of the Notes to Consolitleieancial Statements.

(14) STAFF ACCOUNTING BULLETIN No. 108

In September 2006, the SEC issued SAB No. 1G8édncial Statements — Considering the EffectsriofrFYear
Misstatements when Quantifying Misstatements imeédairY ear Financial Statemer”. SAB No. 108 provides
guidance on how prior year misstatements shouldlen into consideration when quantifying misstaets in
current year financial statements for purposesetémiining whether the current year’s financiatestzents are
materially misstated. We adopted SAB No. 108 indi007.

In accordance with SAB No. 108, we considered blogh‘rollover” approach, which quantifies misstagats
originating in the current year income statemeut #ue “iron curtain” approach which quantifies ntégdements
based on the effects of correcting the misstatesrexisting in the balance sheet at the end ofaperting period.
Prior to our application of the guidance in SAB MO8, we used the rollover approach. We electeddognize the
cumulative effect of adoption as adjustments tetsand liabilities as of the beginning of fisc@DZ and the
offsetting adjustment to the opening balance &inetd earnings for fiscal 2007.

Property and Equipment Capitalization Adjustment

We adjusted the beginning retained earnings baltmdescal 2007 related to the correction of oigtdrical
accounting treatment of certain property and eqeiprpurchases. We capitalize property and equipmanchases
when certain quantitative thresholds are met; otlsey, they are expensed when purchased. Our ihteview of
our capitalization thresholds suggested that eepeoperty and equipment should have been camthind not
expensed. We believe the impact of the propertyesjuipment capitalization errors were not matedgirior years’
income statements under the rollover approach. Mewender the iron curtain method, the cumulapix@perty an
equipment capitalization errors were material toftacal 2007 financial statements and, therefaerecognized
the following cumulative adjustment to our fisc@l0Z opening balance sheet (in millions):

Increase in property and equipment, $13
Increase in deferred income tax liabilit 3
Increase in retained earnin 10
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The impact on retained earnings is comprised ofdhewing amounts (in millions):

Year Ended
Fiscal 2007 Beginnin March 31,
Balance Adjustment 2006 2005 2004
Increase in operating incor $ 13 $— $10 $ 3
Tax effect B3 — @ @O
Increase in net incorr $ 10 $— $8 $2

Business Tax Expense Adjustment

We adjusted the beginning retained earnings balmdescal 2007 related to the correction of oigtdrical
accounting of certain business tax expenses. @ennial review indicated that we had inadvertentdy accrued for
approximately $7 million in probable business takgations related to prior years. We believe theact of these
adjustments were not material to prior years’ inestatements under the rollover approach. Howeweler the
iron curtain method, the cumulative business tgpeasge adjustments were material to our fiscal 2b@ncial
statements and, therefore, we recognized the follpwumulative adjustment to our fiscal 2007 opgridalance
sheet (in millions):

Increase in accrued and other liabilit $7
Decrease in deferred income tax liabilit 3
Decrease in retained earnir 4

The impact on retained earnings is comprised ofdhewing amounts (in millions):

Fiscal 2007 Beginnin Year Ended March 31,

Balance Adjustment ~ 200€ 2005 2004 2003
Decrease in operating incor $ 7 $B) $@ $0 10
Tax effect 3 1 1 1 —
Decrease in net incon $ 4 $2 $O $— s

(15)INTEREST AND OTHER INCOME, NET
Interest and other income, net, for the years eiiedh 31, 2008, 2007 and 2006 consisted of (itiani):

Year Ended March 31,
2008 2007 2006

Interest income, ne $10Z2 $104 $75
Net gain (loss) on foreign currency transacti 20 10 1)
Net loss on foreign currency forward contre (31 (13 3
Other income (expense), r 7 (2) (7)

Interest and other income, r $98 $99 $64

(16)NET INCOME (LOSS) PER SHARE

The following table summarizes the computationbasfic earnings per share (“Basic EPS”) and diletathings per
share (“Diluted EPS"). Basic EPS is computed asnwme divided by the weighted-average numbeioaimon
shares outstanding for the period. Diluted EPSctdlthe potential dilution that could occur froamanon shares
issuable through stock-based compensation plahgding stock options, restricted
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stock, restricted stock units, common stock throoghemployee stock purchase plan, warrants aret oth
convertible securities using the treasury stockhoet

Year Ended March 31,

(In millions, except per share amour 2008 2007 2006
Net income (loss $(459) $ 76 $23¢€
Shares used to compute net income (loss) per <
Weighte-average common stock outstand— basic 314 30¢ 304
Dilutive potential common shar — 9 10
Weighte-average common stock outstand— diluted 314 317 314
Net income (loss) per shal
Basic $(1.45) $0.28  $0.7¢
Diluted $(1.45) $0.2¢ $0.7%

As a result of our net loss for the fiscal yearesharch 31, 2008, we have excluded certain staga@s from the
diluted loss per share calculation as their incnsivould have been antidilutive. Had we reportetimsme during
this period, an additional 7 million shares of coomstock would have been included in the numbahafes used
to calculate diluted earnings per share for theafigear ended March 31, 2008.

Options to purchase 18 million, 16 million and 7limn shares of common stock were excluded fromatheve
computation of diluted shares for the fiscal yearded March 31, 2008, 2007 and 2006, respectiaslyheir
inclusion would have been antidilutive. For fis2@D8, 2007 and 2006, the weighted-average exepdise of these
shares was $53.89, $55.84 and $63.64 per shapectaely.

(17) RELATED PERSON TRANSACTIONS

Prior to becoming Chief Executive Officer of Elestic Arts, John Riccitiello was a Founder and Mangdirectot
of Elevation Partners, L.P., and also served asf@xecutive Officer of VGH, which we acquired ianiiary 2008.
At the time of the acquisition, Mr. Riccitiello lkan indirect financial interest in VGH resultimgr his interest in
the entity that controlled Elevation Partners, laRd his interest in a limited partner of Elevati®artners, L.P.
Elevation Partners, L.P. was a significant stocbobf VGH.

On June 24, 2002, we hired Warren C. Jenson aBxaautive Vice President, Chief Financial and Adstiative
Officer and agreed to loan him $4 million to begiwen over four years based on his continuing egmpnt. The
loan did not bear interest. On June 24, 2004, puntsio the terms of the loan agreement, we for§@vmillion of
the loan and provided Mr. Jenson approximately #iilbon to offset the tax implications of the favgness. On
June 24, 2006, pursuant to the terms of the loageagent, we forgave the remaining outstanding lzdance of $2
million. No additional funds were provided to offske tax implications of the forgiveness of therillion balance

(18) SEGMENT INFORMATION

Our reporting segments are based upon: our intengahizational structure; the manner in which aperations are
managed; the criteria used by our Chief Executiffec€, our chief operating decision maker (“CODMt)
evaluate segment performance; the availabilityepisate financial information; and overall matétyal
considerations.

Prior to the fourth quarter of fiscal 2008, we nged our business primarily based on geographicébimeance.
Accordingly, our combined global publishing orgaatians represented our reportable segment, nanuélysRing,
due to their similar economic characteristics, picid and distribution methods. Publishing referthé&o
manufacturing, marketing, advertising and distiitmuof products developed or co-developed by uslsiribution
of certain third-party publishers’ products througlr co-publishing and distribution program.
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During the fourth quarter of fiscal 2008, we updader financial systems to provide our CODM finahci
information based upon management’s new organizaltitructure (the “Label Structure”); that is, th& Games,
EA SPORTS, The Sims and EA Casual Entertainmerihésses. In addition, our CODM now regularly reesiv
separate financial information for four distinctsinesses within the EA Casual Entertainment LabétA-Mobile,
POGO, Hasbro and Casual Entertainment. Accordimgissessing performance and allocating resouoces,
CODM reviews the results of seven operating segmé&A Games; EA SPORTS; The Sims; POGO; EA Mobile,
and Hasbro and Casual Entertainment. Due to theilas economic characteristics, products and itistion
methods, EA Games, EA SPORTS, The Sims, POGO, blastot Casual Entertainmesntesults are aggregated i
one Reportable Segment (the “Label segment”) asisto@low. The remaining operating segments’ resuksnot
material for separate disclosure and are includede reconciliation to consolidated operating los®w.

The following table summarizes the fiscal 2008 fiicial performance of the Label segment and a rélkaiien of
the Label segment’s profit to our consolidated apiag loss (in millions):

Year Ended
March 31, 200¢

Label segment

Net revenue $ 3,722
Depreciation and amortizatic (68)
Other expense (2,929
Label segment prof 72€
Reconciliation to consolidated operating Ic
Other:
Change in deferred net revenue (packaged gooddigital content (35%)
Other net revenu 29¢
Depreciation and amortizatic (11¢)
Other expense (1,089
Consolidated operating lo $ (487)

Label segment profit differs from consolidated @iy loss primarily due to the exclusion of (1jtaen corporate
and other functional costs that are not allocatettié Labels (2) the deferral of certain net reeeralated to
packaged goods and digital content (see Note BeoNbtes to Consolidated Financial Statements)(&nthe
results of EA Mobile. Our Chief Executive Officeaviews assets on a consolidated basis and nosegraent basi

When we updated our financial systems to provideG@DM financial information based upon the Label8ture,
we did not recast our financial information for ipélis prior to fiscal 2008. Accordingly, it is notgeticable to
provide comparable results based on the Label tbneifor the fiscal years ended March 31, 2007 20@b.
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The following table summarizes the financial pemfance of our previous Publishing structure segmeamtsa
reconciliation of the Publishing segment’s prafitdur consolidated operating income (in millions):

Year Ended
March 31,
2007 2006
Publishing segmen
Net revenue $2,94¢ $2,927
Depreciation and amortizatic (22 (29
Other expense (1,685 (1,690
Publishing segment prof 1,241 1,21¢
Reconciliation to consolidated operating incol
Other:
Change in deferred net revenue (packaged gooddigital content — —
Other net revenu 14z 24
Depreciation and amortizatic (145 (76)
Other expense (1,200 (847)
Consolidated operating incor $ 39 ¢ 32t

Publishing segment profit differs from consolidatgaerating income primarily due to the exclusion of

(1) substantially all of our research and developnexpense, as well as certain corporate functioosts that are
not allocated to the publishing organizations, @)dhe deferral of certain net revenue relatepackaged goods
and digital content.

Information about our total net revenue by platfdamthe fiscal years ended March 31, 2008, 2072006 is
presented below (in millions):

Year Ended March 31,
2008 2007 2006

Consoles
PlayStation : $ 601 $ 88¢ $1,127
Xbox 360 58¢ 48C 14C
Wi 302 65 —
PLAYSTATION 3 282 9 —
Xbox 19 157 40C
Nintendo GameCuk 6 60 13t
Other Console — — 1
Total Console: 1,79¢ 1,742 1,80t
PC 43C 49¢ 41¢
Mobility
Nintendo DS 231 104 67
PSP 18t 25¢ 252
Cellular Handset 14¢ 14C 19
Game Boy Advance and Game Boy Cc 8 38 55
Total Mobility 572 54C 392
Cca-publishing and Distributio 68€ 17t 213
Internet Services, Licensing and Otl
Subscription Service 95 79 61
Licensing, Advertising and Oth 83 57 63
Total Internet Services, Licensing and Ot 17¢ 13€ 124
Total Net Revenu $3,665  $3,091 $2,95]

103




Table of Contents

Information about our operations in North AmeriEarope and Asia as of and for the fiscal years @émdigrch 31,
2008, 2007 and 2006 is presented below (in millions

Year ended March 31, 20!

Net revenue from unaffiliated customt
Long-lived asset:

Year ended March 31, 20t

Net revenue from unaffiliated custom
Long-lived asset:

Year ended March 31, 20!

Net revenue from unaffiliated customi
Long-lived asset:

North
America  Europe Asia Total
$1,94- $1,541 $18z $3,66¢
1,63( 172 10 1,81:
$1,66€ $1,261 $164 $3,091
1,15C 267 11 1,42¢
$1,58¢ $1,17¢ $19:% $2,951]
1,061 203 7 1,271

Substantially all of our North America net revensigenerated in the United States.

Our direct sales to GameStop Corp. representedgippately 13 percent and 12 percent of total ne¢mee in
fiscal 2008 and 2007, respectively. Our directstdeWalMart Stores, Inc. represented approximately 12eqerof

total net revenue in fiscal 2008 and 13 percemd@ revenue in both fiscal 2007 and 2006.

(19) QUARTERLY FINANCIAL AND MARKET INFORMATION (UNAUDIT  ED)

(In millions, except per share da
Fiscal 2008 Consolidate

Net revenut
Gross profit

Operating income (lost

Net loss

Common Stocl
Net loss per sha— basic
Net loss per sha— diluted
Common stock price per she

High
Low

Fiscal 2007 Consolidate

Net revenue¢
Gross profit

Operating income (los!
Net income (loss

Common Stocl
Net income (loss) per she— basic
Net income (loss) per she— diluted
Common stock price per she

High
Low

Quarter Ended Year
June 3C Sept. 3( Dec. 31 March 31 Ended
$ 395 $ 64C $1,50¢ $ 1,127 $3,66¢
22¢ 24% 721 665 1,86(
(183 (274 7 (37) (487)
(132 (195 (33) @ (94) ®)  (454)
$(0.42 $(0.62) $(0.10 $ (0.30  $(1.45)
$(0.42 $(0.62) $(0.10) $ (0.30  $(1.4f)
$54.67 $57.0¢ $61.62 $ 58.8¢ $61.62
$46.27 $47.5¢ $53.2¢ $ 43.62 $43.62
$ 41 $ 784 $1,281 $ 618 $3,091
24k 44t 811 37¢ 1,87¢
(119 14 21¢ (72) 39
(81) 220 16(@) (25) 76
$(0.26$ 007 $052 $ (0.0 $0.2¢
$(0.2€$ 0.07 $05 $ (0.0 $0.2¢
$57.8( $57.7¢ $59.8¢ $ 54.4: $59.8¢
$39.9¢ $41.37 $50.21 $ 47.9¢ $39.9¢

@  Net loss includes a loss on strategic investmetl@ million, pr«-tax.
®  Net loss includes acquired-process technology of $138 million and lossestoateyic investments of

$106 million, both of which are g-tax.

©  Netincome includes acquirec-process technology of $2 million, |-tax.
@  Net income includes acquirec-process technology of $1 million, |-tax.

104




Table of Contents

Our common stock is traded on the NASDAQ Globae8eMarket under the symbol ERTS. The prices fer th
common stock in the table above represent the dmghlow sales prices as reported on the NASDAQ &l8klect
Market.

(20) PROPOSED ACQUISITION OF TAKE -TWO INTERACTIVE SOFTWARE, INC. AND RELATED
LINE OF CREDIT

On March 13, 2008, we commenced an unsoliciteddiRper share cash tender offer for all of the aniding
shares of Take-Two Interactive Software, Inc., &al@are corporation (“Take-Two"), for a total purcleaprice of
approximately $2.1 billion. On April 18, 2008, wejasted the purchase price in the cash tender wff$25.74 per
share following the approval by Take-Two stockhoddef amendments to Take-Two’s Incentive Stock Pldrich
would permit the issuance of additional sharessfricted stock to ZelnickMedia Corporation purduarits
management agreement with Take-Two. The total aggeepurchase price for Take-Two did not changge r@sult
of the adjustment to the per share purchase pritteei tender offer. On May 9, 2008, we receivedraroitment
from certain financial institutions to provide ugttwup to $1.0 billion of senior unsecured termrdaancing at any
time until January 9, 2009, to be used to provigerion of the funds for the offer and/or mergaie will be
required to repay any funds we borrow under thm tean facility, plus accrued interest, on the ieabf

(a) 364 days from the date on which we initiallyroav the funds and (b) August 9, 2009. On May 1H& we
extended the expiration date of the tender offeit dune 16, 2008. We intend to pay for the TakesBlares and
related transaction fees and expenses with infgraahilable cash and borrowings under the term faaility or
other financing sources, which may be availablestin the future.

(21) SUBSEQUENT EVENT

In April 2008, we entered into definitive agreensettt acquire certain assets from Hands-On Mobiednd its
affiliates relating to its Korean mobile games besis based in Seoul, Korea. The purchase price paid for the
assets at closing will be approximately $29 milliorcash. The acquisition is subject to customéoging condition
and is expected to close during our first quartdisocal 2009.
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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 balsineets of Electronic Arts Inc. and subsidig(fidectronic
Arts Inc.) as of March 29, 2008 and March 31, 2G0W the related consolidated statements of opesati
stockholders’ equity and comprehensive income )Ja@s®d cash flows for each of the years in theetlyear period
ended March 29, 2008. In connection with our autfithe consolidated financial statements, we tase audited
the accompanying financial statement schedule.& bessolidated financial statements and finant&ément
schedule are the responsibility of Electronic Ants.’s management. Our responsibility is to expeas®pinion on
these consolidated financial statements based oaualits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighaiBlo
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esa basis,
evidence supporting the amounts and disclosuréigifinancial statements. An audit also includegssing the
accounting principles used and significant estimatade by management, as well as evaluating thralbfieancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetagrferred to above present fairly, in all matenégpects, the
financial position of Electronic Arts Inc. as of kta 29, 2008 and March 31, 2007, and the resultisedf operatior
and their cash flows for each of the years in tined-year period ended March 29, 2008, in confgrmith

U.S. generally accepted accounting principles. Adsour opinion, the related financial statementesiule, when
considered in relation to the basic consolidataedrfcial statements taken as a whole, presentg, fairall material
respects, the information set forth therein.

As discussed in notes 10, 12 and 14 to the coregelidfinancial statements, the Company adopted FASB
Interpretation No. 48 (FIN 48Accounting for Uncertainty in Income Taxes — asfiptetation of FASB Statement
No. 109.effective April 1, 2007 and the provisions of Stagnt of Financial Accounting Standards No. 123i§ey
2004),Share-Based Paymeiaind the Securities and Exchange Commission Stafbéating Bulletin No. 108,
Considering the Effects of Prior Year Misstatemevtien Quantifying Misstatements in the Current Yéaancial
Statementsffective April 2, 2006.

We also have audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@snited
States), the effectiveness of Electronic Arts kinternal control over financial reporting as oéigh 29, 2008,
based on criteria established in Internal Controlntegrated Framework issued by the Committee ahSpring
Organizations of the Treadway Commission (COSQJ,a@ur report dated May 23, 2008 expressed an uifigadal
opinion on the effectiveness of Electronic Arts.lminternal control over financial reporting.

/sl KPMG LLP
Mountain View, California

May 23, 2008

106




Table of Contents

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Electronic Arts Inc.:

We have audited Electronic Arts Inc. and subsidiinternal control over financial reporting as of Mhar29, 2008
based on criteria establishedimernal Control — Integrated Frameworksued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSQGjctbnic Arts Inc.’s management is responsible for
maintaining effective internal control over finaalkcieporting and for its assessment of the effeciss of internal
control over financial reporting included in thecampanying Management's Report on Internal Corttvelr
Financial Reporting appearing under Iltem 9A. Ogpomsibility is to express an opinion on Electrofits Inc.’s
internal control over financial reporting basedoam audit.

We conducted our audit in accordance with the stadwdof the Public Company Accounting OversightriBoa
(United States). Those standards require that e ghd perform the audit to obtain reasonable assarabout
whether effective internal control over financieporting was maintained in all material respects. &udit included
obtaining an understanding of internal control dugincial reporting, assessing the risk that aemaltweakness
exists, and testing and evaluating the design aedating effectiveness of internal control basedhenassessed
risk. Our audit also included performing such othkercedures as we considered necessary in thanstances. We
believe that our audit provides a reasonable Basisur opinion.

A company'’s internal control over financial repogdiis a process designed to provide reasonablesaesu
regarding the reliability of financial reportingdthe preparation of financial statements for exdkepurposes in
accordance with generally accepted accounting ipieee A company’s internal control over finanaiaporting
includes those policies and procedures that (pjpeto the maintenance of records that, in redsiendetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (2) ideweasonable
assurance that transactions are recorded as nactsgarmit preparation of financial statementsdgordance wit
generally accepted accounting principles, andréipts and expenditures of the company are breadg only in
accordance with authorizations of management amdtdis of the company; and (3) provide reasonatdeirance
regarding prevention or timely detection of unauitexd acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d@étisstatements.
Also, projections of any evaluation of effectivesnés future periods are subject to the risk thatids may become
inadequate because of changes in conditions, btttbalegree of compliance with the policies orcpaures may
deteriorate.

In our opinion, Electronic Arts Inc. and subsidésrimaintained, in all material respects, effedtiternal control
over financial reporting as of March 29, 2008, lobse criteria established in Internal Control —elytated
Framework issued by the Committee of Sponsoringa@mgtions of the Treadway Commission.

As indicated in the accompanying Management’s Repointernal Control over Financial Reporting, agament
excluded from their evaluation of their internahtrol over financial reporting as of March 29, 2a68 internal
control over financial reporting of VG Holding Corfy GH), which the Company acquired on January098& As
of March 29, 2008, total assets, excluding goodavilll acquired intangible assets, subject to VGhternal control
over financial reporting represented 2% of the Canyps consolidated total assets. For the perioch flanuary 4,
2008 through March 29, 2008, total net revenueesailip VGH's internal control over financial redog
represented less than 1% of the Company’s consetidaet revenue. Our audit of internal control dugancial
reporting of Electronic Arts Inc. also excludedearaluation of the internal control over financiaporting of VGH.

We also have audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@snited
States), the consolidated balance sheets of Etectéats Inc. and subsidiaries as of March 29, 2808 March 31,
2007, and the related consolidated statementseyhtipns, stockholders’ equity and comprehensigerire (loss),
and cash flows for each of the years in the these-period ended March 29, 2008, and our repoeddsiay 23,
2008 expressed an unqualified opinion on thoseatmladed financial statements.

/s/ KPMG LLP

Mountain View, California
May 23, 2008
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Item 9: Changes in and Disagreements with Accountants orcéenting and Financial Disclosure

Not applicable

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

Our disclosure controls and procedures (as defim&ulles 13a-15(e) and 15d-15(e) under the Seesiikxchange
Act of 1934, as amended (the “Exchange Act”)) ametiols and other procedures that are designedstare that
information required to be disclosed in our repfitésl under the Exchange Act, such as this rep@recorded,
processed, summarized and reported within the pieniads specified in the SEC’s rules and formscldsure
controls and procedures are also designed to etigfrgsuch information is accumulated and commuedt#o our
management, including the Chief Executive Officed &hief Financial Officer, as appropriate to alltmvely
decisions regarding required disclosure. Our mamage evaluates these controls and procedures ongwoing
basis.

There are inherent limitations to the effectivenafsany system of disclosure controls and procesiurkese
limitations include the possibility of human errtre circumvention or overriding of the controlglgmocedures ar
reasonable resource constraints. In addition, lsecene have designed our system of controls basedrtain
assumptions, which we believe are reasonable, dbelikelihood of future events, our system ofttols may not
achieve its desired purpose under all possibledutonditions. Accordingly, our disclosure contraigl procedures
provide reasonable assurance, but not absolutesaesy of achieving their objectives.

Evaluation of Disclosure Controls and Procedures

Our Chief Executive Officer and our Chief Financteficer, after evaluating the effectiveness of disclosure
controls and procedures, believe that as of theoéttie period covered by this report, our disctestontrols and
procedures were effective in providing the reqaisitasonable assurance that material informatiguined to be
disclosed in the reports that we file or submitemithe Exchange Act is recorded, processed, surnetband
reported within the time periods specified in th#C3s rules and forms, and is accumulated and commiggi¢a ou
management, including our Chief Executive Officed £hief Financial Officer, as appropriate to allorvely
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, a
defined in Rules 13a-15(f) and 15d-15(f) underixehange Act.

Our internal control over financial reporting issigned to provide reasonable, but not absoluteirasse regarding
the reliability of financial reporting and the perption of financial statements in accordance wéherally accepte
accounting principles. There are inherent limitasido the effectiveness of any system of interpatrol over
financial reporting. These limitations include hassibility of human error, the circumvention oeaiding of the
system and reasonable resource constraints. Beohitsénherent limitations, our internal contler financial
reporting may not prevent or detect misstateméhtgections of any evaluation of effectivenessutoife periods
are subject to the risks that controls may becaoraddquate because of changes in conditions, oththakegree of
compliance with our policies or procedures may rietate.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of thmelef our most
recently completed fiscal year. We have excludethfour evaluation of our internal control over ficgl reporting
the internal control over financial reporting of \M®Iding Corp (“VGH”), which we acquired on January2008.
As of March 31, 2008, total assets, excluding gatbémd acquired intangible assets, subject to V&idternal
control over financial reporting represented 2 pat®f our consolidated total assets. For the gdrmm January 4,
2008 through March 31, 2008, total net revenueesaihip VGH's internal control over financial regdog
represented less than 1 percent of our consolidakrevenue. In
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making its assessment, management used the ca&rarth ininternal Control-Integrated Frameworissued by

the Committee of Sponsoring Organizations of thea@itvay Commission (COSO). Based on this assessment,
management believes that, as of the end of our raoshtly completed fiscal year, our internal cohtver financie
reporting was effective.

KPMG LLP, our independent registered public accmgntirm, has issued an auditorgport on the effectiveness
our internal control over financial reporting. Thaport appears on page 107.
Changes in Internal Controls

In preparation for management’s report on intecoaltrol over financial reporting, we documented texted the
design and operating effectiveness of our intecoatrol over financial reporting. During fiscal Z)ahere were no
significant changes in our internal controls orptw knowledge, in other factors that could sigufitly affect our
disclosure controls and procedures.

Iltem 9B: Other Information

None.
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PART IlI

Item 10: Directors, Executive Officers and Corporate Govente

The information required by Item 10 is incorporakesiein by reference to the information to be ideldhin our
definitive Proxy Statement for our 2008 Annual Megtof Stockholders (the “Proxy Statement”) othweart the
information regarding (a) executive officers, abiidur Global Code of Conduct (which includes coflethics
provisions applicable to our directors, principageutive officer, principal financial officer, pitipal accounting
officer, and other senior financial officers), wiiare included in Item 1 of this report. The infation regarding
Section 16 compliance is incorporated herein bgrezfce to the information to be included in thexirStatement.

Item 11: Executive Compensatio

The information required by Item 11 is incorporakedlein by reference to the information to be ideldiin the
Proxy Statement, other than the “Compensation Cdi@enReport on Executive Compensation”, which shatlbe
deemed to be incorporated by reference herein.

Item 12: Security Ownership of Certain Beneficial Owners anbnagement and Related Stockholder Matt

The information required by Item 12 is incorporakedein by reference to the information to be ideldiin the
Proxy Statement.

Item 13: Certain Relationships and Related Transactions, abitector Independence

The information required by Item 13 is incorporakedein by reference to the information to be ideldiin the
Proxy Statement.

Item 14: Principal Accounting Fees and Servict

The information required by Item 14 is incorporakesiein by reference to the information to be ideldiin the
Proxy Statement.
PART IV

Iltem 15: Exhibits, Financial Statement Schedule

(2) Documents filed as part of this report
1. Financial Statements: See Index to Consolidateancial Statements under Item 8 on Page 60 sféport.
2. Financial Statement Schedule: See SchedulePlage 117 of this report.

3. Exhibits: The following exhibits (other than ébits 32.1 and 32.2, which are furnished with ti@port) are filed
as part of, or incorporated by reference into, taort:

Number Exhibit Title

3.01 Amended and Restated Certificate of IncorporatioBlectronic 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 docum@h4)
10.02 Registrar’s 1991 Stock Option Plan and related documentmasded.(*)(5)
10.03 Registrar's 1998 Director Stock Option Plan and related documents, as amefu&)l
10.04 Registrar’s 2000 Equity Incentive Plan, as amended, andecti@dcuments.(*)(€
10.05 Registrar's 2000 Employee Stock Purchase Plan, as amendédglated documents. (*)(
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Number

Exhibit Title

10.06
10.07
10.08
10.09
10.10

1011
10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26
10.27

Form of Indemnity Agreement with Directors.(*)(

Electronic Arts Annual Bonus Ple— Plan Document.(*)(8

Electronic Arts Deferred Compensation Plan.(*)

Electronic Arts Executive Lor-Term Disability Plan.(*)(9

Agreement for Lease between Flatirons Funding, mdPEectronic Arts Redwood, Inc. dated

February 14, 1995.(1(

Guarantee from Electronic Arts Inc. to Flatirons8iimg, LP dated February 14, 1995.(

Amended and Restated Guaranty from Electronic Wdsto Flatirons Funding, LP dated March 7, 1997.
(11)

Amended and Restated Agreement for Lease betwetinolRks Funding, LP and Electronic Arts Redw
Inc. dated March 7, 1997.(1

Amendment No. 1 to Lease Agreement between Eldctdms Redwood Inc. and Flatirons Funding, LP
dated March 7, 1997.(1.

Lease Agreement by and between Registrant and iblei€ommerce Realty Corporation, dated Apri
1999.(12)

Option agreement, agreement of purchase and salesszrow instructions for Zones 2 and 4, Electroni
Arts Business Park, Redwood Shores California,cdAfail 5, 1999.(12

Licensed Publisher Agreement by and between EASaimy Computer Entertainment America Inc. dated
as of April 1, 2000. (**)(13

Master Lease and Deed of Trust by and between fRagiisand Selco Service Corporation, dated
December 6, 2000.(1

Guaranty, dated as of December 6, 2000, by Eleictéans Inc. in favor of Selco Service Corporation,
Victory Receivables Corporation, The Bank of Tokdsubishi, Ltd., various Liquidity Banks, and
Keybank National Association.(1

Participation Agreement among Electronic Arts Redgydnc., Electronic Arts, Inc., Selco Service
Corporation, Victory Receivables Corporation, ThenB of Tokyo-Mitsubishi, Ltd., various Liquidity
Banks and Keybank National Association, dated Dédxer6s, 2000.(16

Amendment No. 1 to Amended and Restated Creditéxgesnt by and among Flatirons Funding LP and
The Da-Ichi Kangyo Bank, Limited, New York Branch, datedbfuary 21, 2001.(1"

Amendment No. 2 to Lease Agreement by and betwéssirBnic Arts Redwood, Inc. and Flatirons
Funding, LP dated July 16, 2001.(:

Participation Agreement among Electronic Arts Redeydnc., Electronic Arts Inc., Flatirons Funding,
LP, Selco Service Corporation and Selco Redwood;,Victory Receivables Corporation, The Bank of
Tokyo-Mitsubishi, Ltd., various Liquidity Banks and TrdreB Banks and Keybank National Associa
dated July 16, 2001.(1

Guaranty, dated as of July 16, 2001, by Electrémis Inc. in favor of Flatirons Funding, Limited
Partnership, Victory Receivables Corporation, TlaaiBof Tokyo-Mitsubishi, Ltd., various Liquidity
Banks and Tranche B Banks, and KeyBank Nationabgiasion.(15)

First Amendment to Participation Agreement, datedfavay 13, 2002, by and among Electronic Arts
Redwood, Inc., Electronic Arts Inc., Flatirons FimgJ Limited Partnership, Victory Receivables
Corporation, The Bank of Tokyo-Mitsubishi, Ltd.,riaus Liquidity Banks, KeyBank National
Association, and The Bank of Nova Scotia.(

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

Full Recourse Promissory Note between Electronts Arc. and Warren Jenson, dated July 19, 2002
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Number

Exhibit Title

10.28
10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

1041

1042
1043

Full Recourse Promissory Note between Electronts Arc. and Warren Jenson, dated July 19, 2002
Lease Agreement by and between Playa Vista-Watdgs H LC and Electronic Arts Inc., dated July 31,
2003.(20)

Agreement Re: Right of First Offer to Purchase @ption to Purchase by and between Playa Vista-
Waters Edge, LLC and Electronic Arts Inc., dately 3d, 2003.(20

Profit Participation Agreement by and between PMigia-Waters Edge, LLC and Electronic Arts Inc.,
dated July 31, 2003.(2

Sublease Agreement by and between Electronic Adsand Playa Capital Company, LLC, dated

July 31, 2003.(20

First Amendment of Lease by and between Louis@lbenmerce Realty Corporation and Electronic Arts
Inc., dated February 23, 2004.:

First Amendment to lease agreement by and betwiegra Rista — Water's Edge, LLC and Electronic
Arts Inc., entered into March 3, 2004.(:

Lease agreement between ASP WT, L.L.C. (“Landloati}y Tiburon Entertainment, Inc. (“Tenant”) for
space at Summit Park |, dated June 15, 2004

Omnibus Amendment Agreement (2001 transactiongddas of September 15, 2004, Electronic Arts
Redwood, LLC, Electronic Arts, Inc., Selco Servi@erporation, Victory Receivables Corporation, The
Bank Of Toky-Mitsubishi, Ltd., various Liquidity Banks, and KegBk National Association. (1!
Omnibus Amendment Agreement (2000 transactiongddas of September 15, 2004, by and among
Electronic Arts Redwood, LLC, Electronic Arts, In8elco Service Corporation, Victory Receivables
Corporation, The Bank Of Tokyo-Mitsubishi, Ltd. riaus Liquidity Banks, and KeyBank National
Association.(15

Omnibus Amendment (2000 transaction), dated aslgfll, 2005, among Electronic Arts Redwood,
LLC, Electronic Arts, Inc., Selco Service Corpooati Victory Receivables Corporation, The Bank of
Tokyo-Mitsubishi, Ltd., New York Branch, variousduiidity Banks, Deutsche Bank Trust Company
Americas, and KeyBank National Association.(

Omnibus Amendment (2001 transaction), dated aslgfll, 2005, among Electronic Arts Redwood,
LLC, Electronic Arts, Inc., Selco Service Corpooati Victory Receivables Corporation, The Bank of
Tokyo-Mitsubishi, Ltd., New York Branch, variousduiidity Banks, Deutsche Bank Trust Company
Americas, The Bank of Nova Scotia, and KeyBank dtal Association.(1£

First amendment to lease, dated December 13, 290and between Liberty Property Limited
Partnership, a Pennsylvania limited partnershipEedtronic Arts —Tiburon, a Florida corporation f/k
Tiburon Entertainment, Inc.(2:

Agreement for Underlease relating to Onslow Ho@aaldford, Surrey, dated 7 February 2006, by and
between The Standard Life Assurance Company aradrBféc Arts Limited and Electronic Arts Inc.(2
Offer Letter for Employment at Electronic Arts Irio.Gabrielle Toledano, dated February 6, 20062¢)
Second Omnibus Amendment (2001 Transaction), detedd May 26, 2006, among Electronic Arts
Redwood LLC, as Lessee, Electronic Arts Inc., aar@ntor, SELCO Service Corporation (doing
business in California as “Ohio SELCO Service Caaion”), as Lessor, the Various Liquidity Banks
party thereto, as Liquidity Banks, The Bank of N&atia, as Documentation Agent and Keybank
National Association, as Agent.(2
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Number

Exhibit Title

10.44

10.45
10.46
10.47

10.48

10.49
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Second Omnibus Amendment (2000 Transaction), detedd May 26, 2006, among Electronic Arts
Redwood LLC, as Lessee, Electronic Arts Inc., aar@ntor, SELCO Service Corporation (doing
business in California as “Ohio SELCO Service Caaion”), as Lessor, the Various Liquidity Banks
party thereto, as Liquidity Banks, and KeyBank Natil Association, as Agent.(2

Employment Agreement dated September 26, 2006 deetizA Swiss Sarl and Gerhard Florin.(
Offer Letter for Employment at Electronic Arts Irto.John Riccitiello, dated February 12, 2007.(5)
Third Omnibus Amendment (2001 Transaction), dagedfdMay 14, 2007 among Electronic Arts
Redwood LLC, as Lessee, Electronic Arts Inc., aar@ntor, SELCO Service Corporation (doing
business in California as “Ohio SELCO Service Coaion”), as Lessor, the Various Liquidity Banks
party thereto, as Liquidity Banks, The Bank of N&aotia, as Documentation Agent and Keybank
National Association, as Agent.(2

Third Omnibus Amendment (2000 Transaction), datedfaviay 14, 2007 among Electronic Arts
Redwood LLC, as Lessee, Electronic Arts Inc., aar@ntor, SELCO Service Corporation (doing
business in California as “Ohio SELCO Service Coaion”), as Lessor, the Various Liquidity Banks
party thereto, as Liquidity Banks, and KeyBank Natil Association, as Agent.(2

Offer Letter for Employment at Electronic Arts Ino.Kathy Vrabeck, dated May 10, 2007.(*)(:
Employment Agreement between Electronic Arts (Cajalehc. and V. Paul Lee, dated June 18, 2007.(*)
(28)

Offer Letter for Employment at Electronic Arts Irto.Peter Moore, dated June 5, 2007.(*)(
Electronic Arts Inc. Executive Bonus Plan.(*)(:

Agreement and Plan of Merger By and Among Electréuis Inc., WHI Merger Corporation, a wholly-
owned subsidiary of Parent, VG Holding Corp., antthwiespect to Article VII and Article IX only,
Elevation Management, LLC as Stockholder Repretigatdated October 11, 2007.(<

Electronic Arts Key Employee Continuity Plan.(*){:

Offer Letter for Employment at Electronic Arts Irto.John Pleasants, dated February 19, 2008.(*
Transition Services Agreement by and between EleitrArts Inc. and Warren Jenson, as of March 19,
2008(*)(34)

Offer Letter for Employment at Electronic Arts Irto.Eric Brown, dated March 19, 2008.(*)(=

Fourth Omnibus Amendment (2001 Transaction), dagedf April 14, 2008 among Electronic Arts
Redwood LLC, as Lessee, Electronic Arts Inc., aar@ntor, SELCO Service Corporation (doing
business in California as “Ohio SELCO Service Caaion”), as Lessor, the Various Liquidity Banks
party thereto, as Liquidity Banks, The Bank of N@&atia, as Documentation Agent and Keybank
National Association, as Agent.(3

Fourth Omnibus Amendment (2000 Transaction), dagedf April 14, 2008 among Electronic Arts
Redwood LLC, as Lessee, Electronic Arts Inc., aar@ntor, SELCO Service Corporation (doing
business in California as “Ohio SELCO Service Coaion”), as Lessor, the Various Liquidity Banks
party thereto, as Liquidity Banks, and KeyBank Natil Association, as Agent.(3

Electronic Arts Label Incentive Ple— Plan Document.(*

Subsidiaries of the Registre

Consent of KPMG LLP, Independent Registered Puldicounting Firm

Certification of Chief Executive Officer pursuantRule 13a-14(a) of the Exchange Act, as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 200z
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31.2 Certification of Executive Vice President, Chieh&ncial Officer pursuant to Rule 13a-14(a) of the
Exchange Act, as adopted pursuant to Section 3@2dbarban-Oxley Act of 200z
Additional exhibits furnished with this repo
32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 200z
32.2 Certification of Executive Vice President, Chieh&ncial Officer pursuant to Section 906 of the
Sarbane-Oxley Act of 200z

* Management contract or compensatory plan or arraege
** Portions of this exhibit have been redacted purstoaa confidential treatment request filed witk SEC.

(1) Incorporated by reference to exhibits filed withgig#rant’s Quarterly Report on Form 10-Q for theuder
ended September 30, 20!

(2) Incorporated by reference to exhibits filed withgig#rant’s Current Report on Form 8-K, filed Novesnii3,
2006.

(3) Incorporated by reference to exhibits filed withgigérant's Registration Statement on Form S-4dfile
March 3, 1994 (File Nc33-75892).

(4) Incorporated by reference to exhibits filed with émdment No. 2 to Registrant’s Registration Statéraen
Form -8, filed November 6, 1991 (FilNo. 3:-32616).

(5) Incorporated by reference to exhibits filed withgig#rant’s Registration Statement on Form S-8dfile
July 30, 1999 (File Nc332-84215).

(6) Incorporated by reference to exhibits filed withgigtrant’s Quarterly Report on Form 10-Q for theuder
ended June 30, 20C

(7) Incorporated by reference to exhibits filed withgig#rant’s Annual Report on Form 10-K for the yeaded
March 31, 2004

(8) Incorporated by reference to exhibits filed withr @urrent Report oForm ¢-K, filed April 29, 2008.

(9) Incorporated by reference to exhibits filed withgig#rant’s Annual Report on Form 10-K for the yeaded
March 31, 2005

(10) Incorporated by reference to exhibits filed withgirant’s Annual Report on Form 10-K for the yeaded
March 31, 1995

(11) Incorporated by reference to exhibits filed withgirant’s Annual Report on Form 10-K for the yeaded
March 31, 1997

(12) Incorporated by reference to exhibits filed withgisérant’s Annual Report on Form 10-K for the yeaded
March 31, 1999

(13) Incorporated by reference to exhibits filed with &mdiment No. 2 to Registrant’s Registration Statdrogn
Form -3, filed November 21, 2003 (FilNo. 33:-102797).

(14) Incorporated by reference to exhibits filed withgiérant’s Quarterly Report on Form 10-Q for theuger
ended December 31, 20(

(15) Incorporated by reference to exhibits filed withgirant’s Quarterly Report on Form 10-Q for theuger
ended June 30, 20C

(16) Incorporated by reference to exhibits filed withgisgrant’s Quarterly Report on Form 10-Q for theder
ended December 31, 20(

(17) Incorporated by reference to exhibits filed withgisérant’s Annual Report on Form 10-K for the yeaded
March 31, 2001

(18) Incorporated by reference to exhibits filed withgisérant’s Annual Report on Form 10-K for the yeaded
March 31, 2002
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(19) Incorporated by reference to exhibits filed withgi¢rant’s Quarterly Report on Form 10-Q for theuger
ended June 30, 20C

(20) Incorporated by reference to exhibits filed withgiérant’s Quarterly Report on Form 10-Q for theuger
ended September 30, 20!

(21) Incorporated by reference to exhibits filed withgisgrant’s Quarterly Report on Form 10-Q for theder
ended December 31, 20(

(22) Incorporated by reference to exhibits filed withgisérant’s Annual Report on Form 10-K for the yeaded
March 31, 2006

(23) Incorporated by reference to exhibits filed withgigéran’s Current Report oForm ¢&-K, filed June 1, 200¢

(24) Incorporated by reference to exhibits filed withgigérant’s Current Report on Form 8-Hled September 2°
2006.

(25) Incorporated by reference to exhibits filed withgisgrant’s Current Report on Form 8-K, filed Febgu26,
2007.

Incorporated by reference to exhibits filed withgisgran’s Current Report oForm &K, filed May 18, 2007
Incorporated by reference to exhibits filed withgidran’s Current Report oForm ¢-K, filed June 6, 2007
Incorporated by reference to exhibits filed withgisgran’s Current Report oForm &K, filed June 22, 200°
Incorporated by reference to exhibits filed withgisgran’s Current Report oForm &K, filed July 17, 2007
Incorporated by reference to exhibits filed withgidéran’s Current Report oForm &K, filed July 27, 2007

Incorporated by reference to exhibits filed withgigsgrant's Current Report on Form 8-K, filed Octotié,
2007.

(32) Incorporated by reference to exhibits filed withgisgrant’s Current Report on Form 8-K, filed Febyual,
2008.

(33) Incorporated by reference to exhibits filed withgisérant’s Current Report on Form 8-K, filed Marth,
2008.

(34) Incorporated by reference to exhibits filed withgisérant’s Current Report on Form 8-K, filed Mai,
2008.

(35) Incorporated by reference to exhibits filed withgisérant’s Current Report on Form 8-K, filed MaiZh,
2008.

(36) Incorporated by reference to exhibits filed withgisgrant’s Current Report on Form 8-K, filed Aptil,
2008.

(37) Incorporated by reference to exhibits filed withgisgrant’s Quarterly Report on Form 10-Q, filed 880,
2004.

(26
27
(28
(29
(30
(31

~— N T D o
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SIGNATURES

Pursuant to the requirements of the Section 13€t)lof the Securities Exchange Act of 1934, thgiReant has
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

ELECTRONIC ARTS INC.

By: /s/ John S. Riccitiell

John S. Riccitiello,
Chief Executive Officer

Date: May 23, 2008

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe
following persons, on behalf of the Registranthia tapacities indicated and on the 23rd of May 2008

Name Title

/sl John S. Riccitiello Chief Executive Officer

John S. Riccitiellc

/sl Eric F. Brown Executive Vice President,

Eric F. Brown Chief Financial Officer

/sl Kenneth A. Barker Senior Vice President,

Kenneth A. Barker Chief Accounting Officer
(Principal Accounting Officer

Directors:

/sl Lawrence F. Probst Il Chairman of the Board

Lawrence F. Probst |

/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

/sl Vivek Paul Director
Vivek Paul

/sl John S. Riccitiello Director
John S. Riccitiellc

/sl Richard A. Simonson Director

Richard A. Simonso

/sl Linda J. Srere Director
Linda J. Srert
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ELECTRONIC ARTS INC. AND SUBSIDIARIES
SCHEDULE lI
VALUATION AND QUALIFYING ACCOUNTS
Years Ended March 31, 2008, 2007 and 2006

(In millions)
Charged tc Charged

Balance a Revenue, (credited) Balance a
Allowance for Doubtful Accounts, Beginning Costs and to Other End of
Price Protection and Returns of Period Expenses  Accounts®  Deductions Period
Year Ended March 31, 20( $ 214 $ 328 % 16 $ 32C $ 23¢
Year Ended March 31, 20( $ 23z $ 308 $ 17 $ 34 $ 214
Year Ended March 31, 20( $ 16z $ 48: $ ® $ 407 $ 232

(@ Primarily the translation effect of using the awgr@xchange rate for expense items and the yeadendhange
rate for the balance sheet item (allowance accanmtt)other reclassification adjustmel
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ELECTRONIC ARTS INC.
2008 FORM 10-K ANNUAL REPORT
EXHIBIT INDEX

Exhibit
Number Exhibit Title

10.60 Electronic Arts Label Incentive Ple— Plan Documen

21.01 Subsidiaries of the Registrz

23.01 Consent of KPMG LLP, Independent Registered Pulticounting Firm

31.1 Certification of Chief Executive Officer pursuantRule 13a-14(a) of the Exchange Act, as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 200z

31.2 Certification of Executive Vice President, Chieh&ncial Officer pursuant to Rule 13a-14(a) of the
Exchange Act, as adopted pursuant to Section 3@2dbarban-Oxley Act of 200z

ADDITIONAL EXHIBITS ACCOMPANYING THIS REPORT:
32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 200z
32.2 Certification of Executive Vice President, Chieh&ncial Officer pursuant to Section 906 of the
Sarbane-Oxley Act of 200z
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Purpose of the Label Incentive Plan

. To provide competitive incentive compensation to retain and attract top talent;

. To reward the achievements of our development teams by aligning bonus awards with profitability;

. To align team and employee contributions more closely with their rewards;

. To create passion for creating high quality products that receive critical acclaim and resonate with consumers;

. To drive the culture and processes of Electronic Arts Inc. (“EA”) and its subsidiaries and affiliates to support investment-
based decision making; and

. To establish the terms under which EA may provide cash bonuses to certain designated employees.

Effective Date

This Label Incentive Plan (the “ Plan ) is effective as of April 1, 2008 and may thereafter apply separately to such Measurement
Periods as determined by EA in its sole and absolute discretion and subject to the specific terms and conditions set forth in this

document.

Eligibility

This Plan applies solely to regular employees of EA and its subsidiaries and affiliates whom EA, in its sole discretion, determines
meet the eligibility requirements set forth below (* Plan Participants ).

To be eligible to receive a discretionary bonus payment under this Plan, a Plan Participant must satisfy each of the following
eligibility conditions (an “ Eligible Position "):

The individual must be a staff level employee who reports directly into an EA Label (currently EA Casual Entertainment,

EA Games, EA Sports and The Sims).

. For purposes of clarity, this includes: (i) all Label staff up to and including senior management; and (ii) other
individuals identified by EA as performing a game development role; and excludes (a) Label presidents, (b) any
corporate functions reporting into a Label, and (c) individuals serving as “officers” of EA (as such term is used in
section 16 of the Securities Exchange Act of 1934, as amended) unless such participation is approved the
Compensation Committee of EA’s Board of Directors (the “ Compensation Committee ).

The individual must be specifically identified by EA as an eligible participant and such eligibility must be communicated

in writing (including electronic communications) to the individual.

The individual must be a regular employee of EA on or before January 15th of the applicable fiscal year to be eligible for

a bonus payment that has been designated as having a fiscal year Measurement Period.

The individual must be employed by EA on the actual date(s) that bonuses are paid under the Plan.

Except where otherwise required by local law:

. the individual must not be an overtime eligible employee.

. the individual must not be providing services to EA as, or classified as (whether or not such classification is upheld
upon review by an applicable legal authority), a temporary employee or intern or as an independent contractor,
consultant, or agent, under a written or oral contract or purchase order.

. at any time until the date that bonuses are paid under the Plan, the individual must not have (i) violated any
provision of EA’s Code of Conduct, any other written EA policy and any law, rule or regulation applicable to EA
and EA employees, or (ii) entered into an employment termination or separation agreement (not including
agreements entered into in connection with the commencement or continuation of employment).




Determination of Bonus Payments

Bonus Formulas. For each Measurement Period in which EA elects to offer bonuses under this Plan, it will determine the actual
formula(s) to be used in calculating Plan bonuses for that Measurement Period. The bonus formula(s) for each Measurement
Period will be communicated to Plan Participants in writing (including electronic communications) in a format similar to the
attached Addendum A. Formulas established for calculating bonuses under the Plan will typically include the following
components: (i) Business Unit(s); (ii) Performance Measure(s); (iii) Measurement Period(s); and (iv) payment schedule(s). Bonus
formulas may also include any other defined term(s), concept(s) or measure(s) of performance specified by EA, including, but not
limited to, any of the defined terms set forth below.

Annual Salary " shall mean the annual salary in effect at the end of the applicable Performance Period for the Plan
Participant. Except where otherwise required by local law, annual salary shall not include variable forms of
compensation including, but not limited to, overtime, on-call pay, lead premiums, shift differentials, bonuses, incentive
compensation, commissions, stock options, expense allowances, or reimbursement. Payment in lieu of paid time off
during active employment or upon termination is not included in annual salary for purposes of the Plan.

“ Annual Target Bonus " shall mean a Plan Participant's Annual Salary multiplied by the Plan Participant’s Annual
Target Bonus Percentage.

“ Annual Target Bonus Percentage " shall mean the percentage of a Plan Participant’s Annual Salary that is established
by EA for purposes of determining a Plan Participant’s Annual Target Bonus and provided in writing (including
electronic communications) to the Plan Participant.

“ Individual Achievement Factor " shall mean a multiplier that reflects the Plan Participant’s contributions to EA relative
to individual performance expectations for the applicable Performance Period, as determined by EA management in its
sole and absolute discretion. Individual performance expectations will vary to reflect each Plan Participant’s role in the
company. EA may establish a maximum Individual Achievement Factor multiplier for any bonus under the Plan or may
determine for any particular Plan Participant that the Individual Achievement Factor is 0, in which case, the Plan
Participant will not receive a bonus.

“ Performance Period " shall mean the period of time during which a Plan Participant contributes to the performance of
a Business Unit, as determined by EA management in its sole and absolute discretion.

“ Business Unit " shall mean the level at which performance will be measured, for example Label, Studio, Title,
Franchise or combination of productsttitles.

“Business Unit Performance Factor ” shall mean the percentage of actual attainment of a Performance Measure
compared to the target Performance Measure as determined by EA management for each Measurement Period.

“ Performance Measure ” shall mean the measure of financial or other performance applicable to the Business Unit as
established by EA. For example, Performance Measures may include, but are not limited to profit, units shipped, or
revenue targets for a Business Unit.

“ Measurement Period " shall mean a fiscal year or other specified period of time during which one or more
Performance Measures will be evaluated for purposes of calculating bonuses under the Plan.

The Compensation Committee in its sole and absolute discretion shall establish the bonus formula(s), if at all, including each of
the factors, targets and thresholds, that are to be used for calculating bonuses under the Plan, or shall delegate to EA
management the authority to establish such formula(s), as follows: (i) for a fiscal year Measurement Period, on or before the last
day of the first quarter of any fiscal year in which the Plan will be offered, and (ii) for other Measurement Periods, at such time as
EA management




determines appropriate given the Business Unit, Performance Measure, or other factors applicable to the particular bonus.

To the extent permitted by applicable law, rules and regulations, the Compensation Committee may, in its sole and absolute
discretion, at any time adjust upward or downward any of the factors, percentages, targets and thresholds set forth in any
formulas established for calculating bonuses under the Plan or may delegate the authority to make such adjustments to EA
management. All relevant figures shall be rounded to the nearest hundredth (.01).

Pro-Ration. To the extent permitted by applicable law, rules and regulations, EA reserves the right to pro-rate the total bonus of
any Plan Participant who was not in a Plan Eligible Position for the entire Performance Period, or was not actively working full-time
throughout the applicable Performance Period. Plan bonuses, if any, will generally be pro-rated based on the number of full
months (rounded to the nearest full month) that a Plan Participant is working in a Plan Eligible Position, however, EA reserves the
right to, in its sole discretion, pro-rate bonuses based on hours of service, days or on any other basis. For example, the pro-ration
factor for a Participant who is in the Plan for the entire Performance Period will be 1.00; for a Participant who is the plan for one-
half of the Performance Period, the pro-ration factor will be .50. Plan Participants in the following situations may have a pro-ration
factor less than 1.00: (a) new hires and individuals who transfer into a Plan Eligible Position during an applicable Performance
Period; (b) individuals who transfer out of a Plan Eligible Position during an applicable Performance Period ; (c) individuals who
transfer between a Plan Eligible Position and a non-Plan Eligible position within EA; (d) Plan Participants who work less than the
applicable full-time standard work week; and (e) Plan Participants who take a leave of absence, as described more fully below.

Plan Participants who transfer between Plan Eligible Positions in different Business Units during the applicable Performance
Period will have a pro-ration factor determined on the basis of the actual time applied to each Business Unit.

Plan Participants who are on sabbatical leave or a leave of absence that is protected by statute or other applicable law during an
applicable Performance Period shall not have their total bonus, if any, reduced by reason of such leave, provided the Plan
Participant’s actual leave of absence does not exceed the maximum leave of absence period protected by local law. By way of
example, legally protected leaves of absence may include the period of leave provided by local law for medical leave, maternity
leave, or military leave.

To the extent permitted by applicable law, rules and regulations, Plan Participants who take unpaid days off or leaves of absence
that are not protected by statute or other applicable law will have their total bonuses, if any, pro-rated based on the number of full
months that such Plan Participant is actively working in a Plan Eligible position.

General Guidelines, Terms and Conditions of the Pro  gram

1. Any bonus payment provided for under the Plan is completely discretionary, and is not considered earned or accrued by
a Plan Participant until it is actually paid. If a plan participant terminates employment prior to the date a bonus payment
is made, the participant will not be eligible for such bonus payment. In situations where an employee has provided
notice of termination but has not yet terminated employment as of the date bonuses are paid, bonus eligibility will be
determined in accordance with local laws and practices.

2.  Eligibility to participate in this Plan during any discrete Measurement Period or Performance Period (i) does not create
any right or entitlement to participate in this Plan in the future or other bonus plans that may be established or
maintained by EA, (ii) does not constitute a guarantee or establish an obligation for EA to maintain a similar plan, award
similar bonus benefits, or calculate bonuses according to the same or similar formulas in the future, and (iii) does not
guarantee that any bonus will actually be paid for that Measurement Period or Performance Period and in some cases a
Plan Participant may not receive a bonus under the Plan.




10.

11.

12.

13.

14.

Any bonus payment awarded under this Plan is a discretionary and extraordinary item of compensation that is outside a
Plan Participant’s normal, regular or expected compensation, and in no way represents any portion of a Plan
Participant’s salary, compensation, or other remuneration for the purpose of calculating any of the following payments:
termination, severance, redundancy, end-of-service premiums, bonuses, long-service awards, overtime premiums,
pension or retirement benefits, and any other similar payments and extra benefits.

No bonus payment made under this Plan shall be counted as compensation for purposes of any other employee benefit
plan, program or agreement sponsored, maintained or contributed by EA unless expressly provided for in such
employee benefit plan, program or agreement.

Bonus payments made under this Plan shall only be paid in cash. In no event will bonus payments be paid in the form
of a security or equity stake in EA, including, but not limited to shares of EA stock, restricted stock units, or stock
options.

Any individual bonus calculated under the Plan must be approved by the Plan Participant’s manager and Label
President before such bonus is paid and all payments made under this Plan are subject to audit.

Bonus determination and payment of any bonuses will be made as soon as administratively possible after the close of
the applicable Measurement Period. Plan participants that are not actively providing services to EA at the time that the
payment would otherwise be made, shall not receive such payment unless and until the Plan Participant returns to
active service with EA. This term does not apply to any person on a legally protected leave of absence (as determined
by local law) at the time bonuses are paid.

All bonus payments made under the Plan shall be subject to income and employment tax withholding as required by
applicable law.

EA reserves the right to interpret this Plan document on a fully discretionary basis and to take any action, or to decline
to take any action, in relation to the administration or interpretation of the Plan including but not limited to determining
eligibility for participation in the Plan, and to determine the amount, if any, to be paid under the Plan. The Compensation
Committee or its designee shall be the ultimate sole and final arbiter of any disputes under the Plan, in its sole and
absolute discretion.

EA’s authority as set forth herein shall be exercised by the Compensation Committee, except to the extent the
Compensation Committee delegates all or some of that authority to a Plan administrative committee or EA
management.

EA has adopted this Plan voluntarily and reserves the right to change, suspend or discontinue this Plan, or any
individual’'s participation in this Plan, at any time, with or without cause and with our without prior written naotice.

This Plan, as it may be modified in accordance with the foregoing, constitutes the entire writing and understanding
regarding the subject matter of this Plan and supersedes any written, and/or oral agreement, understanding, or
representations regarding the subject matter of this Plan.

A Plan Participants’ rights under the Plan, if any, are not assignable or transferable voluntarily or involuntarily or by
operation of law except upon death.

The Plan is unfunded and no provision of the Plan shall require EA, for purpose of satisfying any Plan obligations, to
purchase assets or place any assets in a trust or other entity or otherwise to segregate any assets for such purposes.
Nothing contained in this Plan nor any action taken pursuant to its provisions shall create or be construed to create a
fiduciary relationship between EA and any Plan Participant or other person. Any right to receive bonus payments under
the Plan shall be no greater than the right of any unsecured creditor of EA.




15.

16.

17.

18.

19.

Nothing in this Plan shall be construed to imply the creation of a term contract between EA and any Plan Participant,
nor a guarantee of employment for any specific period of time.

Except as otherwise required by local law, EA reserves the right to modify a Plan Participant’s duties, title or other terms
and conditions of employment for any or no reason.

Notwithstanding any other provision of this Plan, each Plan Participant’s bonus, if any, will be paid in a single sum not
later than (i) the date that is the 15th day of the 3rd month following the end of the Plan Participant’s first taxable year in
which the award is no longer subject to a substantial risk of forfeiture or (ii) the date that is the 15th day of the 3rd
month following the end of EA’s first fiscal year in which the award is no longer subject to a substantial risk of forfeiture,
whichever is later, unless the Plan Participant elects to defer his or her award pursuant to the terms and conditions of
the Company'’s Deferred Compensation Plan or any successor plan and in compliance with Section 409A of the Internal
Revenue Code of 1986, as amended (“ Section 409A ). Unless an exemption applies, this Plan and the bonuses paid
pursuant to this Plan are intended to meet the requirements of Section 409A.

This Plan shall be governed by, and interpreted, construed, and enforced in accordance with, the laws of the State of
California and within exclusive jurisdiction of the County of San Mateo, California courts without regard to its or any
other jurisdiction’s conflicts of laws provisions.

If any provision of this Plan shall be determined to be illegal or unenforceable, such determination shall in no manner
affect the legality or enforceability of any other provision hereof.




Addendum A

Electronic Arts
Label Incentive Plan

Bonus Formula for
[LABEL OR OTHER BUSINESS UNIT]
[FY[YEAR] OR OTHER MEASUREMENT PERIOD]

Subject to all other terms and conditions of the Electronic Arts Label Incentive Plan (“Plan”)* each Plan Participant who has been
specifically identified by EA as eligible to receive a [LABEL OR OTHER BUSINESS UNIT] incentive bonus shall be eligible to
receive a discretionary bonus calculated in accordance with the following:

SUMMARY OF PLAN ELEMENTS

Business Unit Weight Performance Measure Measurement Period
Insert Insert [1% -100%)] Insert Insert
INDIVIDUAL PAYOUT CALCULATION
Annual Target Business Unit X Individual = Total Bonus

Bonus

Performance
Factor

Achievement
Factor

(to be multiplied by
pro-ration factor, if

pro -ration applicable)

[If there are multiple Business Units with the same Measurement Period, the bonus payable for each Bus  iness Unit will
be weighted based on the Weights assigned above, an  d the Total Bonus will equal the sum of all of the Business Unit
payouts.]

DEFINITIONS

Business Unit(s)
Insert definition of business units

Performance Measure(s)

Insert definition of performance measures

* Including, but not limited to: (1) the Plan Participant must be actually employed by EA or one of its subsidiaries or affiliates on the
date that each payment is made pursuant to the Plan in order to earn the right to receive each such payment, (2) except where
otherwise required by local law, at any time until the date that bonuses are paid under the Plan, the individual must not have

(i) violated any provision of EA’s Code of Conduct, any other written EA policy and any law, rule or regulation applicable to EA and
EA employees, or (ii) entered into an employment termination or separation agreement (not including agreements entered into in
connection with the commencement or continuation of employment), and (3) eligibility to receive a bonus calculated pursuant to
this Addendum does not guarantee the payment of any bonus for a specific Measurement Period, nor does it guarantee
employment for any specific period of time.
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SUBSIDIARIES OF THE REGISTRANT

Name in
Corporate Articles

Bioware ULC

Electronic Arts Handelsges.m.b.H
Electronic Arts Belgium

Digital lllusion Ltd.

EA Bermuda Partnership

EA General Partner Limited

EA International (Studio and Publishing) Ltd.
Electronic Arts Limitada

Electronic Arts (Canada), Inc.

Electronic Arts International Corporation
Pandemic Studios LLC

Electronic Arts Computer Software
(Shanghai) Co., Ltd.

Electronic Arts Proprietary Limited
Pandemic Studios Pty Ltd
Electronic Arts Magyarorszag
Kereskedelmi Kft

Electronic Arts US Co.

EA Delaware LLC

EA Entertainment, Inc.

EA Japan LLC

EA Mobile (Canada Holdings) Inc.

EA Mobile (Hawaii) LLC

EA Mobile LLC

Doing Business As

Exhibit 21.01

Jurisdiction
of Incorporation

Bioware ULC

Electronic Arts Austria
Electronic Arts Belgium
Digital lllusion Ltd.

EA Bermuda Partnership

EA General Partner Limited

EA International (Studio and Publishing) Ltd.

Electronic Arts Ltda.

Electronic Arts (Canada), Inc.

Electronic Arts International Corporation

Pandemic Studios LLC

Electronic Arts Computer Software
(Shanghai) Co., Ltd.

Electronic Arts Pty. Ltd.

Pandemic Studios Pty Ltd

EA Czech Republic

Electronic Arts US Co.

EA Delaware LLC

EA Entertainment, Inc.

EA Japan LLC

EA Mobile (Canada Holdings) Inc.
EA Mobile (Hawaii) LLC

EA Mobile LLC

Alberta, Canada
Austria

Belgium

Bermuda
Bermuda
Bermuda
Bermuda

Brazil

British Columbia, Canada
California
California

China
Commonwealth of
Australia

Commonwealth of
Australia

Czech Republic

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware




Name in
Corporate Articles

EA Music Publishing Inc.

EA Subsidiary Corporation

EA World LLC

EA.com Inc.

Electronic Arts Productions Inc.
Electronic Arts Project Inc.
Electronic Arts Redwood LLC
Electronic Arts Transfer Company
Electronic Arts World Il LLC
Linear Arts Inc.

Parnassus Data Inc.

Pogo Corporation

Singshot Media LLC

Electronic Arts Denmark A.p.S.
Electronic Arts Finland OY

Electronic Arts — Tiburon, a Florida
Corporation

Electronic Arts Publishing SARL
Electronic Arts GmbH

Electronic Arts Greece Commercial
Limited Liability Company

Electronic Arts HK Limited
Electronic Arts Hungary Trading KFT

EA Games India Private Ltd.

Doing Business As

Jurisdiction
of Incorporation

Electronic Arts Music Publishing Inc.
Electronic Arts Subsidiary Corporation
EA World LLC

EA.com, Inc.

Crocodile Productions

Electronic Arts Project Inc.
Electronic Arts Redwood LLC
Electronic Arts Transfer Company
Electronic Arts World 1l LLC

Linear Arts Inc.

Parnassus Data Inc.

Pogo.com

Singshot Media LLC

EA Denmark

EA Finland

Tiburon

Electronic Arts Publishing SARL
Electronic Arts GmbH

EA Greece

Electronic Arts Hong Kong Ltd.
EA Hungary

EA Games India Private Ltd.

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Denmark
Finland

Florida

France
Germany

Greece

Hong Kong
Hungary

India




Name in
Corporate Articles

EA Mobile India Private Limited
Electronic Arts ltalia s.r.I.
Criterion Software K.K.

EA Mobile Japan K.K.
Electronic Arts K.K.

Maxis K.K.

Electronic Arts Korea LLC
Electronic Arts (India Holdings) Inc.
Electronic Arts Mauritius Limited
EA México S. de R.L. de C.V.
Electronic Arts New Zealand
Electronic Arts Norway AS

EA Mobile (Canada) ULC
Electronic Arts Polska Sp.zo.o

Electronic Arts Material Informatico,
Sociedade Unipessoal LDA

S.C. Electronic Arts Romania SRL
Electronic Arts OO0
Electronic Arts Asia Pacific Pte Ltd

EA Software South Africa (Proprietary)
Limited

Electronic Arts Software S.L.
Digital lllusions CE AB

EA Digital lllusion CE AB

Doing Business As

Jurisdiction
of Incorporation

EA Mobile India Private Limited

EA Italy

Criterion Software K.K.

EA Mobile Japan K.K.

Electronic Arts K.K.

Maxis K.K.

Electronic Arts Korea Yuhan Hoesa
Electronic Arts (India Holdings) Inc.
EA Mauritius Ltd.

EA México S. de R.L. de C.V.
Electronic Arts New Zealand

EA Norway

EA Mobile (Canada) ULC

EA Poland

Electronic Arts Portugal

S.C. Electronic Arts Romania SRL
Electronic Arts OO0
Electronic Arts Asia Pacific PTE., LTD

EA Software South Africa (Proprietary)
Limited

Electronic Arts Software S.L.
Digital lllusions CE AB

EA Digital lllusion CE AB

India

Italy

Japan
Japan
Japan
Japan
Korea
Mauritius
Mauritius
Mexico

New Zealand
Norway
Nova Scotia
Poland

Portugal

Romania
Russia
Singapore

South Africa

Spain
Sweden

Sweden




Name in
Corporate Articles

Electronic Arts Sweden AB

ABC Software GmbH

EA Swiss Sarl

Bioware Austin LLC

Criterion Software Inc.

Electronic Arts Nederland B.V.
Bullfrog Productions Ltd.

Criterion Software Group Limited
Criterion Software International Limited
Criterion Software Limited
Electronic Arts (UK) Limited
Electronic Arts Europe Limited
Electronic Arts Ltd.

Electronic Arts Mobile (UK) Limited
Electronic Arts Productions Ltd.

Electronic Arts Studio (UK) Limited

Doing Business As

Jurisdiction
of Incorporation

EA Sweden

ABC Software GmbH

EA Swiss Sarl

Bioware Austin LLC

Criterion Software Inc.

Electronic Arts BV

Bullfrog Productions Ltd.
Criterion Software Group Limited
Criterion Software International Limited
Criterion Software Limited
Electronic Arts UK Ltd.
Electronic Arts Europe Ltd
Electronic Arts Ltd.

EA Mobile (UK) Ltd.

Electronic Arts Productions Ltd.

Electronic Arts Studio (UK) Limited

Sweden
Switzerland
Switzerland
Texas

Texas

The Netherlands
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom

United Kingdom



Exhibit 23.01

Consent of Independent Registered Public Accountingirm

The Board of Directors
Electronic Arts Inc.:

We consent to the incorporation by reference irrdlggstration 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, 333-60513, 333-60517, 333-842353-39432, 333-44222, 333-
67430, 333-99525, 333-107710, 333-117990, 333-12025-127156, 333-131933, 333-138532, 333-145182388-148596) and the
registration statement on Form S-3 (No. 333-102d9Blectronic Arts Inc. and subsidiaries (“the Gmany”) of our reports dated May 23,
2008, with respect to the consolidated balancetshddElectronic Arts Inc. as of March 29, 2008 anarch 31, 2007, and the related
consolidated statements of operations, stockhdldgisty and comprehensive income (loss), and flas¥s for each of the years in the three-
year period ended March 29, 2008, the related §ilshistatement schedule and the effectiveness@fial control over financial reporting

of March 29, 2008, which reports appear in this 8ha29, 2008 annual report on Form 10-K of Elecirghits Inc.

As discussed in notes 10, 12 and 14 to the coraelidfinancial statements, the Company adopted RA&Bpretation No. 48 (FIN 48),
Accounting for Uncertainty in Income Ta—an interpretation of FASB Statement No. H¥fsctive April 1, 2007 and the provisions of
Statement of Financial Accounting Standards No. (t@@&sed 2004)Share-Based Paymeiaind the Securities and Exchange Commission
Staff Accounting Bulletin No. 108 onsidering the Effects of Prior Year Misstatemeaviten Quantifying Misstatements in the Current Year
Financial Statementeffective April 2, 2006.

Our report dated May 23, 2008, on the effectiverméssternal control over financial reporting asMérch 29, 2008, contains an explanatory
paragraph that states that, in conducting the Cagipa@valuation of the effectiveness of its intérrantrol over financial reporting,
management excluded the acquisition of VG HoldingpC which was completed by the Company in Jan2868. Our audit of internal
control over financial reporting of the Companyoaéxcluded an evaluation of the internal contra@rdinancial reporting of VG Holding
Corp.

/sl KPMG LLP

Mountain View, California
May 23, 2008



Exhibit 31.1

ELECTRONIC ARTS INC.

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

I, John S. Riccitiello, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of Electronic Arts Inc.

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

Based on my knowledge, the financial statémend other financial information included iistheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

The registrarg’ other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdetemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and puresdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared

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

C. Evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coueyéhis report based on su
evaluation; ant

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

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

a. All significant deficiencies and materialakaeesses in the design or operation of internairabaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

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: May 23, 2008 By: /s/ John S. Riccitiello

John S. Riccitiello
Chief Executive Officer



Exhibit 31.2
ELECTRONIC ARTS INC.

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

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

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

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

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

a. Designed such disclosure controls and puresdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingared

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

C. Evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coumyeldis report based on su
evaluation; ant

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

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

a. All significant deficiencies and materialakaeesses in the design or operation of internairabaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

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: May 23, 2008 By: /s/ Eric F. Brown
Eric F. Brown
Executive Vice President,
Chief Financial Officer




Exhibit 32.1
ELECTRONIC ARTS INC.

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

In connection with the Annual Report of Electrofids Inc. on Form 10-K for the period ended Mardh 3008 as filed with the Securities
and Exchange Commission on the date hereof (thpdi®®, |, John S. Riccitiello, Chief Executive @fér of Electronic Arts Inc., certify,
pursuant to 18 USC Section 1350, as adopted pursu&ction 906 of the Sarbanes-Oxley Act of 2(@2&ction 906”), that to my
knowledge:

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

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

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

May 23, 2008

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



Exhibit 32.2
ELECTRONIC ARTS INC.

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

In connection with the Annual Report of Electrofids Inc. on Form 10-K for the period ended Mardh 3008 as filed with the Securities
and Exchange Commission on the date hereof (thpdi®®, I, Eric F. Brown, Executive Vice Presideand Chief Financial Officer of
Electronic Arts Inc., certify, pursuant to 18 US€c8on 1350, as adopted pursuant to Section 9fitecbarbanes-Oxley Act of 2002
(“Section 906"), that to my knowledge:

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

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

/sl Eric F. Brown

Eric F. Brown

Executive Vice President,
Chief Financial Officer
Electronic Arts Inc.

May 23, 2008

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



