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For immediate release:
ELECTRONIC ARTS ANNOUNCES THIRD FISCAL QUARTER

RESULTS OF FISCAL YEAR 2002

REDWOOD CITY, CA, January 30, 2002--Electronic Arts (NASDAQ: ERTS) today announced its results for the third fiscal quarter ended December 31, 2001.

Consolidated Third Quarter Review:  Consolidated net revenues for the third quarter were $832.9 million compared to $640.3 million for the same quarter of the prior fiscal year, an increase of 30%.  Pro forma consolidated net income for the quarter was $147.1 million before pre-tax goodwill, intangibles, non-cash stock compensation for non-employees, restructuring and asset impairment charges of $21.5 million, compared to pro forma net income, reported on the same basis, of $91.5 million in the same quarter of the prior year.  Pro forma consolidated diluted earnings per share for the quarter, excluding above items, was $1.03 compared to earnings per share, reported on the same basis, of $0.66 in the same quarter of the prior year.  On an as-reported basis, consolidated net income and diluted earnings per share for the quarter were $132.3 million and $0.92, respectively, compared to consolidated net income and diluted earnings per share of $88.0 million and $0.63, respectively, in the same quarter of the prior year.

Consolidated Nine Month Review:  Consolidated net revenues for the nine months ended December 31, 2001 were $1,255.0 million compared to $1,015.0 million for the same period in the prior fiscal year, an increase of 24%.  Pro forma consolidated net income for the nine-month period was $78.8 million before pre-tax goodwill, intangibles, non-cash stock compensation for non-employees, restructuring and asset impairment charges of $35.6 million, compared to pro forma net income, reported on the same basis, of $17.8 million in the same period in the prior year.  Pro forma consolidated earnings per share for the nine-month period, excluding above items, was $0.55 compared to earnings per share, reported on the same basis, of $0.13 in the same period of the prior year.  On an as-reported basis, consolidated net income and diluted earnings per share for the nine-month period were $54.2 million and $0.38, respectively, compared to consolidated net income and diluted earnings per share of $6.8 million and $0.05, respectively, in the same period of the prior year.

Electronic Arts’ Core Business Third Quarter Review:  During the quarter, Electronic Arts’ core business, which excludes the results of EA.com, reported net revenues of $812.8 million, an increase of 29%, compared to $629.9 million in the same quarter of the prior year.  Electronic Arts’ core business reported pro forma net income in the quarter of $166.0 million, before pre-tax goodwill, intangibles and non-cash stock compensation for non-employees charges of $4.1 million, compared to net income of $124.6 million in the same quarter of the prior year reported on the same basis, an increase of 33%.  

Electronic Arts’ Core Business Nine Month Review:  For the nine-month period ended December 31, 2001, Electronic Arts’ core business, which excludes the results of EA.com, reported net revenues of $1,204.3 million compared to $987.5 million, an increase of 22%, in the same period of the prior year.  Electronic Arts’ core business reported pro forma net income of $145.8 million for the nine-month period, before pre-tax goodwill, intangibles and non-cash stock compensation for non-employees charges of $11.5 million, compared to net income of $84.4 million in the same period of the prior year reported on the same basis, an increase of 73%.  

EA.com Third Quarter Review:  In the third quarter, EA.com reported net revenues of $21.9 million, an increase of 96%, compared to $11.2 million in the same quarter of the prior year.  Third quarter pro forma net loss was $18.8 million, before pre-tax goodwill, intangibles, non-cash stock compensation for non-employees, restructuring and asset impairment charges of $17.4 million, compared to a net loss in the same quarter of the prior year of $33.1 million reported on the same basis.  Third quarter fiscal 2002 net income includes a restructuring and asset impairment charge of $14.1 million for a reduction in headcount, the closing of office space, abandonment of technology and the impairment of related EA.com assets.

EA.com Nine Month Review:  For the nine-month period ended December 31, 2001, EA.com reported net revenues of $53.6 million, an increase of 83%, compared to $29.3 million in the same period of the prior year.  Nine-month pro forma net loss was $67.0 million, before pre-tax goodwill, intangibles, non-cash stock compensation for non-employees,  restructuring and asset impairment charges of $24.1 million, compared to a net loss in the same period of the prior year of $66.5 million reported on the same basis.

During the quarter, we released 29 new products on eight different hardware platforms, including six for the Xbox™ video game system from Microsoft®, six for the PlayStation®2 computer entertainment system, four for the PlayStation®, three for the Nintendo GameCube™, five for the PC, two for the Game Boy® Advance, one for the Game Boy® Color and two online.  The top selling new releases for the quarter were Harry Potter and the Sorcerer’s Stone™ on the PlayStation, the PC, the Game Boy Advance and the Game Boy Color; FIFA Soccer 2002: Major League Soccer™ on the PlayStation 2, the PlayStation and the PC; Madden NFL™ 2002 on the Xbox and Nintendo GameCube; James Bond 007…in Agent Under Fire™, NBA Live 2002, SSX Tricky and Nascar Thunder™ 2002 on the PlayStation 2; and The Sims™ Hot Date Expansion Pack on the PC.  Other top selling titles for the quarter were Madden NFL 2002 on the PlayStation 2 and The Sims™ on the PC.  

Consolidated net revenues for the third quarter were up 30% compared to the same quarter of the prior fiscal year due to increased sales on the PlayStation 2, the PC, the recently launched Xbox and Nintendo GameCube platforms, Game Boy Advance, Game Boy Color, and increased revenue from affiliated labels.  This was offset by expected lower sales on the PlayStation and the Nintendo 64® which had fewer skus in a declining market.  
On a geographic basis, revenue in all territories increased with North American and total international revenues up 23% and 44% for the quarter, respectively, relative to the same quarter in the prior year.  Europe, Japan and Asia Pacific were up 47%, 53% and 10%, respectively, for the quarter relative to the same quarter in the prior year.  North America was up primarily on the strength of PlayStation 2 sales as well as sales for the recently released Xbox and Nintendo GameCube platforms and the recently supported Game Boy Advance.  Europe sales were up due to PlayStation 2, PC, Game Boy Advance, Game Boy Color and affiliated labels.  Japan sales were up due to an increase in PlayStation sales driven by Harry Potter and sales on the recently launched Nintendo GameCube.  Japan sales were up in spite of an unfavorable exchange rate comparison of approximately 13%.  Asia Pacific revenues increased primarily due to increased sales on the PC, the Game Boy Advance and the Game Boy Color, all driven by Harry Potter™.  Revenue at EA.com increased 96% in the third quarter of fiscal 2002 compared to the same quarter of the previous year primarily due to increased advertising revenue.  
“I am extremely pleased with our performance this past quarter and our strong market position at this early stage of the console cycle,” said Larry Probst, Chairman and Chief Executive Officer of Electronic Arts.  “With our compelling products, a rapidly developing installed base of new hardware, and consumer enthusiasm for video games, we increased our sales by 30% to $832.9 million - a record quarter for Electronic Arts.  EA SPORTS, led by Madden NFL 2002, which has now sold over 4 million units on 8 different platforms, strengthened its position as the leading brand in the industry.  We extended The Sims franchise with the introduction of The Sims Hot Date which became the number 2 selling PC title in the quarter (Harry Potter was #1), and brought the total Sims franchise to over 12 million units sold.  For the second year in a row, The Sims was the number one selling PC product in the industry. Finally, Harry Potter was our most successful launch title ever with over 7 million units on four platforms.  Next year we look forward to releasing Harry Potter for the first time on the PlayStation 2, Xbox and Nintendo GameCube platforms.  
“We are well positioned to enhance our leadership position over the next few years.  In calendar 2001, we were the most prolific third party publisher on next generation consoles with 17 titles on the PlayStation 2, six on the Xbox and three on the Nintendo GameCube.  According to independent sources, in North America during calendar year 2001, we had a 27.4 % share on the Playstation 2 and were the leading third party publisher on both the Xbox and Nintendo GameCube during the month of December.  On the PC, we increased our market share for the calendar year to 22% and had four of the top five titles.  We continue to work towards reaching profitability at EA.com.  According to Media Metrix, EA.com continues its leadership in online gaming with a 39% share of total time spent on game sites in November, and a number 4 ranking in minutes spent among all sites in the Media Metrix Top 100 properties.  Our challenge for the coming year is to monetize the traffic and stickiness of our site through increased advertisements and the release of new subscription products.  With the breadth of our portfolio, our creative development team and our strong execution capabilities, EA is well positioned to be the market leader throughout this cycle.”  

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.  Some of the 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 10Q for the quarter ended September 30, 2001.  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, EA SPORTS, John Madden Football, and The Sims 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.  James Bond and 007 are trademarks of Danjaq, LLC.  Agent Under Fire is a trademark of Danjaq, LLC and United Artist Corporation.  HARRY POTTER, names and related indicia are trademarks of and © Warner Bros.  NFL, NBA, NASCAR, NASCAR Thunder, FIFA and Major League Soccer are trademarks of their respective owners and used with permission.   PlayStation is a registered trademark of Sony Computer Entertainment Inc.  Nintendo GameCube, Nintendo 64, Game Boy Color and Game Boy Advance are trademarks of Nintendo.  Microsoft and Xbox are either registered trademarks or trademarks of Microsoft Corporation in the United States and/or other countries and are used under license from Microsoft.  All other trademarks are the property of their respective owners.
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