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For immediate release:
ELECTRONIC ARTS ANNOUNCES FOURTH QUARTER

AND FISCAL 2001 RESULTS

REDWOOD CITY, CA, May 10, 2001--Electronic Arts (NASDAQ: ERTS), today announced its results for the fourth quarter and fiscal year ended March 31, 2001.

Consolidated Fourth Quarter Review:  Consolidated net revenues for the fourth quarter were $307.3 million compared to $294.3 million for the same quarter of the prior fiscal year.  Pro forma consolidated net loss for the quarter was $11.8 million before pre-tax goodwill and non-cash charges of $6.0 million and a one-time pre-tax charge related to the acquisition of Pogo Corporation of $2.7 million, compared to pro forma net income, reported on the same basis, of $10.9 million in the same quarter of the prior year.  Pro forma consolidated loss per share, excluding goodwill, non-cash and one-time charges, was $0.09 compared to earnings per share, reported on the same basis, of $0.08 in the same quarter of the prior year.  On an as-reported basis, consolidated net loss and diluted loss per share were $17.9 million and $0.13, respectively, compared to net income and earnings per share of $3.4 million and $0.03, respectively, in the same period of the prior year.

Consolidated Twelve Month Review:  Consolidated net revenues for the twelve months ended March 31, 2001, were $1,322.3 million compared to $1,420.0 million for the prior fiscal year.  Pro forma consolidated net income for the year was $6.0 million before pre-tax goodwill and non-cash charges of $22.0 million and a one-time charge related to the acquisition of Pogo Corporation of $2.7 million, compared to pro forma net income, reported on the same basis, of $130.0 million for the prior fiscal year.  Pro forma consolidated earnings per share, excluding goodwill, non-cash and one-time charges, was $0.04 compared to earnings per share, reported on the same basis, of $0.98 in the prior fiscal year.  On an as-reported basis, consolidated net loss and diluted loss per share were $11.1 million and $0.08, respectively, compared to net income and earnings per share of $116.8 million and $0.88, respectively, for the prior fiscal year.

Electronic Arts’ Core Business Fourth Quarter Review:  During the quarter, Electronic Arts’ core business, which excludes the results of EA.com, reported pro forma net revenues of $295.3 million compared to $288.0 million in the same quarter of the prior year.  Electronic Arts’ core business reported pro form net income in the quarter of $21.0 million, before pre-tax one-time charges, goodwill and non-cash charges of $3.9 million, compared to net income of $24.0 million in the same quarter of the prior year reported on the same basis. 

Electronic Arts’ Core Business Twelve Month Review:  During the twelve months ended March 31, 2001, Electronic Arts’ core business, which excludes the results of EA.com, reported pro forma net revenues of $1,282.8 million compared to $1,401.1 million in the same period of the prior year.  Electronic Arts’ core business reported pro forma net income for the twelve months of $105.4 million, before pre-tax one-time charges, goodwill and non-cash charges of $15.3 million, compared to net income of $164.3 million for the same period of the prior year reported on the same basis.

EA.com Fourth Quarter Review:  In the fourth quarter, EA.com reported pro forma net revenues of $12.8 million, an increase of 88.3%, compared to $6.8 million in the same quarter of the prior year.  Fourth quarter pro forma net loss was $32.9 million, before pre-tax goodwill and non-cash charges of $2.2 million and a one-time charge related to the acquisition of Pogo Corporation of $2.7 million, compared to a net loss in the same quarter of the prior year of $13.1 million reported on the same basis.

EA.com Twelve Month Review:  For the twelve month period ended March 31, 2001, EA.com reported pro forma net revenues of $42.1 million compared to net revenues of $20.9 million in the same period last year, an increase of 101.3%.  For the twelve month period ended March 31, 2001, pro forma net loss was $99.4 million, before pre-tax goodwill and non-cash charges of $6.7 million and a one-time charge related to the acquisition of Pogo Corporation of $2.7 million, compared to a net loss, reported on the same basis, of $34.2 million in the same period of the prior year.

During the quarter, we released 13 new products on three different hardware platforms, including five for the PlayStation®2 computer entertainment system, seven for the PC, and one for the PlayStation®.  Top selling new releases for the quarter included NBA Live 2001, Knockout Kings™ 2001, Triple Play Baseball™, and Tiger Woods PGA TOUR® 2001 on the PlayStation 2; Black & White™, The Sims™ House Party Expansion Pack, NBA Live 2001, Ultima™ Online: Third Dawn™ on the PC; and Triple Play Baseball™ on the PlayStation.  Other top selling titles in the quarter were The Sims™, SimCoaster™, and The Sims™ Livin' Large on PC; and Madden NFL™ 2001 and SSX on the PlayStation 2 console.
Consolidated net revenues for the fourth quarter were up 4% compared to the same quarter of the prior fiscal year due to sales on the PlayStation 2 console and increased subscription and advertising revenue from EA.com, offset by expected lower sales on the PlayStation.  For the fiscal year, consolidated net revenues were down 7% due to expected declines in the PlayStation and Nintendo® 64 markets offset significantly by rapidly growing sales on the PlayStation 2 console, the first of the next generation console systems.  For the fourth quarter, on a geographic basis, North American revenues increased 25% while total international revenues were down 18%.  Europe and Asia Pacific decreased 20% and 12%, respectively, while Japan was up 4% for the quarter, relative to the same quarter in the prior year.  North American sales increased due to strong-selling PlayStation 2 products in spite of continuing hardware shortages for most of the quarter.  Compared to North America, Europe revenues were down primarily because PlayStation 2 sales did not make up for declining PlayStation sales.  This was due to fewer PlayStation 2 hardware units reaching the market and our weighting of titles specifically appropriate for the North American market that did not benefit Europe.  European revenues were also affected by the Euro/Dollar exchange rate, which averaged 8% below the same period last year.  Asia Pacific revenues were down due to a declining PlayStation market and insufficient PlayStation 2 hardware units in the market to offset the decline.  In addition, revenues were affected by exchange rates of various Asia Pacific currencies relative to the dollar, which averaged 15% below the same period last year.  Revenues in Asia Pacific were up in local currencies.

"As anticipated, fiscal year 2001 was a challenging year as we moved through the transition period to next generation console systems.  PlayStation and Nintendo 64 sales declined significantly and were only partially offset by PlayStation 2 sales, which were hampered by shortages of PlayStation 2 hardware.  In spite of these shortages, which clearly impacted our fiscal year results, I am extremely pleased with the progress we made against our key strategic objectives of being the market leader on next generation consoles, the PC and in online gaming", said Larry Probst, Chairman & CEO of Electronic Arts.

Mr. Probst continued, "We shipped an additional 5 titles for the PlayStation 2 in the fourth quarter, bringing our total to 15 for the fiscal year.  We achieved a 40% share for the quarter with 3 of the top 4 titles in the market.  On the PC, following a record-setting calendar 2000 in which we grew our North America market share more than 5 points, we actually increased our share in the fourth fiscal quarter to over 21%, and had the top 2 titles on the charts.  The Sims continues to be the number one selling PC title and has now sold over 4 million copies.  The EA.com / AOL Game Site, launched in October 2000, continues to make excellent progress.  We significantly bolstered the popular game channel with the acquisition of Pogo Corporation during the quarter.  According to independent sources, consumers logged onto EA.com / pogo.com for more than 1.7 billion minutes in the month of March, making EA.com the undisputed leader in time spent on game sites with a 50% market share."

"As we look forward, we are excited about the market opportunity in the second half of 2001.  We expect strong growth from PlayStation 2 and are encouraged by the current flow of hardware to the market.  We will continue to focus on maintaining our market leadership on this platform.  We have also announced support of both Xbox and Nintendo GameCube and look forward to the launch of these systems in the Fall."

Some Statements set forth in this release contain forward-looking statements that involve risks and uncertainties.   Statements including words such as “anticipate”, “believe” or “expect” and statements in the future tense are forward-looking statements. These forward-looking statements are subject to business and economic risks and actual events or actual future results could differ materially from those set forth in the forward-looking statements due to such risks and uncertainties.   In particular for the current fiscal year the timing of the launches of the Nintendo® GameCube™ and the Xbox™, pose serious uncertainty.   In addition, other factors which could cause our results to differ materially, include the following:  timely development and release of our products; consumer spending trends; retention of key personnel; risks associated with major platform transitions; the limited operating history and experience of EA.com;  subscriber acceptance of our online products; potential regulation of our products in key territories; developments in the law regarding protection of our products; and other factors described in our Quarterly Report on Form 10-Q for the quarter ended December 31, 2000.  If any of these risks or uncertainties materializes, our results could differ materially from our expectations described in these forward-looking statements.  We do not intend to update these forward-looking statements.

###

Electronic Arts, John Madden Football, Knockout Kings, Triple Play Baseball, The Sims, SimCoaster, Ultima, and Third Dawn are trademarks or registered trademarks of Electronic Arts Inc. in the U.S. and/or other countries.  EA.COM is a service mark of EA.com Inc.  Black & White is a trademark of Lionhead Studios.   NFL, NBA, Tiger Woods and PGA TOUR are trademarks of their respective owners and used with permission.  Nintendo 64 and GameCube are trademarks of Nintendo of America Inc. PlayStation is a registered  trademark of Sony Computer Entertainment Inc.  Xbox is a trademark of Microsoft Corporation.  All other trademarks are the property of their respective owners.

209 Redwood Shores Parkway, Redwood City, CA  94065

Main: (650) 628-1500

Karen Sansot, Director of Investor Relations

Direct: (650) 628-5597

Fax: (650) 628-1415

I.R. Materials Hotline: (650) 628-7352


