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For immediate release:
ELECTRONIC ARTS ANNOUNCES FOURTH QUARTER

AND FISCAL 2002 RESULTS

REDWOOD CITY, CA, May 9, 2002--Electronic Arts (NASDAQ: ERTS) today announced its results for the fourth quarter and fiscal year ended March 31, 2002.

Consolidated Results

Consolidated Fourth Quarter Review:  Consolidated net revenues for the fourth quarter were $469.7 million compared to $307.3 million for the same quarter of the prior fiscal year, an increase of 53%.  Pro forma* consolidated net income for the quarter was $56.4 million, compared to a pro forma net loss of $11.8 million in the same quarter of the prior year.  Charges excluded from pro forma net income (loss) totaled $13.2 million before tax in the fourth quarter of this year, compared to $8.8 million last year.  Pro forma* consolidated diluted earnings per share for the quarter was $0.39 compared to a diluted loss per share of $0.09 in the same quarter of the prior year.  

Consolidated Fiscal Year Review:  Consolidated net revenues for the fiscal year ended March 31, 2002 were $1,724.7 million compared to $1,322.3 million for the prior fiscal year, an increase of 30%.  Pro forma* consolidated net income for the fiscal year was $135.2 million, compared to pro forma net income of $6.0 million for the prior fiscal year.  Charges excluded from pro forma net income totaled $48.8 million before tax, compared to $24.7 million last year.  Pro forma* consolidated diluted earnings per share for the fiscal year was $0.94 compared to diluted earnings per share of $0.04 in the prior fiscal year.  

Consolidated Results in Accordance with GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP)

Consolidated Fourth Quarter Review:  As reported in accordance with GAAP, consolidated net income and diluted earnings per share for the quarter were $47.3 million and $0.33, respectively, compared to a consolidated net loss and diluted loss per share of $17.9 million and $0.13, respectively, in the same quarter of the prior year.

Consolidated Fiscal Year Review:  As reported in accordance with GAAP, consolidated net income and diluted earnings per share for the fiscal year were $101.5 million and $0.71, respectively, compared to a consolidated net loss and diluted loss per share of $11.1 million and $0.08, respectively, in the prior fiscal year.

*Pro Forma Basis 

*Pro Forma Basis: The company reports net income (loss) and earnings (loss) per share on a pro forma basis to more clearly illustrate and explain its operating results and comparisons to the prior year.  Accordingly, pro forma income (loss) and earnings (loss) per share excludes unusual events or transactions, such as restructuring and asset impairment costs and charges for acquired in-process technology, and also excludes amortization of intangibles and non-cash stock compensation charges.

In addition, the company separately reports the results of its core business from EA.com both on a GAAP basis as well as pro forma.  In addition to the items excluded from consolidated pro forma results described above, pro forma net income (loss) and earnings (loss) per share for the core business and EA.com provides for the allocation of income taxes on a proportional basis to the respective income or loss from each of these segments.

A reconciliation of GAAP to pro forma operating results is included in the attached financial statements.

Results by Business Segments

Electronic Arts’ Core Business Fourth Quarter Review:  Net revenue for Electronic Arts’ core business, which excludes the results of EA.com, for the fourth quarter were $447.2 million, an increase of 51%, compared to $295.3 million in the same quarter of the prior year.  Pro forma* net income in the quarter was $71.1 million, compared to pro forma net income of $21.0 million in the same quarter of the prior year, an increase of 238%.  Charges excluded from pro forma net income totaled $4.0 million before tax, compared to $3.9 million last year.

Electronic Arts’ Core Business Fiscal Year Review:  Net revenues for the fiscal year ended March 31, 2002, for Electronic Arts’ core business, which excludes the results of EA.com, were $1,651.5 million compared to $1,282.8 million in the prior fiscal year, an increase of 29%.  Pro forma* net income for Electronic Arts’ core business was $216.9 million for the fiscal year, compared to pro forma net income of $105.4 million in the prior fiscal year, an increase of 106%.  Charges excluded from pro forma net income totaled $15.6 million before tax, compared to $15.3 million last year.

EA.com Fourth Quarter Review:  Net revenues in the fourth quarter for EA.com were $23.6 million, an increase of 84%, compared to $12.8 million in the same quarter of the prior year.  Fourth quarter pro forma* net loss was $14.7 million, compared to a pro forma net loss in the same quarter of the prior year of $32.9 million.  Charges excluded from pro forma net loss totaled $9.2 million before tax, compared to $4.9 million last year.

EA.com Fiscal Year Review:  Net revenues for the fiscal year ended March 31, 2002, were $77.2 million, an increase of 83%, compared to $42.1 million in the same period of the prior year.  Fiscal year pro forma* net loss was $81.7 million, compared to a pro forma net loss in the prior year of $99.4 million.  Charges excluded from pro forma net loss totaled $33.3 million before tax, compared to $9.4 million last year.

Discussion

During the quarter, we released 20 new products on six different hardware platforms, including six for the PlayStation®2 computer entertainment system, four for the Xbox™ video game system from Microsoft®, two for the Nintendo GameCube™, six for the PC, one for the Game Boy® Advance and one online.  The top selling new releases for the quarter were:  Medal of Honor Allied Assault™, Command & Conquer Renegade™ and The Sims™ Vacation Expansion Pack on the PC; Knockout Kings™ 2002, Triple Play™ 2002, Tiger Woods PGA TOUR® Golf 2002 on the PlayStation 2 console; James Bond 007 in…Agent Under Fire™ and NBA Street on the Nintendo GameCube; and James Bond 007 in…Agent Under Fire™ on the Xbox.  Other top selling titles for the quarter were:  The Sims™ on the PC; Madden NFL™ 2002, James Bond 007 in…Agent Under Fire™ and Final Fantasy® X on the PlayStation 2; and Harry Potter and the Sorcerer’s Stone™ on the Game Boy Advance, Game Boy® Color, the PlayStation and the PC.

Consolidated net revenues for the fourth quarter were up 53% compared to the same quarter of the prior fiscal year due to increased sales on the PC and the PlayStation 2; sales on the Xbox, Nintendo GameCube, Game Boy Advance and Game Boy Color; increased revenue from affiliated labels; and increased advertising and subscription revenue from EA.com.  This was offset by expected lower sales on the PlayStation and the Nintendo 64® which are declining as a percentage of the total category.

On a geographic basis, revenue in all territories increased with North American and total international revenues up 63% and 37% for the quarter, respectively, relative to the same quarter in the prior year.  Europe, Japan and Asia Pacific were up 33%, 57% and 42%, respectively, for the quarter relative to the same quarter in the prior year.  North America revenue increased due to sales on the recently launched Xbox and Nintendo GameCube platforms, and increased sales on the PlayStation 2, the PC, affiliated labels and EA.com advertising.  Europe revenue increased due to strong performance on the PC and affiliated labels, and sales on new platforms including Game Boy Advance, Xbox and Game Boy Color.  The increase in Japan was driven by sales on new platforms including Game Boy Advance, Xbox, Nintendo GameCube, online, and affiliated labels.  Japan sales were negatively affected by an unfavorable exchange rate comparison of approximately 18%.  Asia Pacific revenues increased primarily due to increased sales on the PC and the PlayStation 2.  Revenue at EA.com increased 84% in the fourth quarter of fiscal 2002 compared to the same quarter of the previous year due to increased advertising and subscription revenue.  

“I am extremely pleased with our performance this past quarter and in fiscal year 2002,” said Larry Probst, Chairman and Chief Executive Officer of Electronic Arts.  “With the depth and breadth of our portfolio of products and our multi-platform strategy, we increased sales 53% in the March quarter and 30% for the year.  Fiscal 2002 was our biggest revenue year ever with sales exceeding $1.7 billion.  We continued to execute well on our existing properties and we developed some very compelling new franchises.  EA SPORTS released 13 titles during the year and continued to capture the leading market share across all platforms.  The Sims became the best-selling PC game of all time and was the number one PC game of the year for the second year in a row.  New releases of existing franchises such as Medal of Honor and James Bond sold extremely well, and we added significant new products to our portfolio including Harry Potter, which sold in excess of 9 million units in less than five months.  During fiscal 2002 we released 16 titles that generated sales in excess of one million units each.”  

“Much of our success was due to our leadership across multiple platforms.  For the year we had the leading worldwide market share on the PC and next-generation consoles.  We were by far the most prolific independent publisher on next-generation consoles with 18 new titles on the PlayStation 2, 10 on the Xbox and 5 on the Nintendo GameCube.  According to independent sources, EA had 22% share of the PC market in the U.S. in fiscal 2002 and was the number one independent publisher across each of the next generation consoles with 28% share on the PlayStation 2, 17% share on the Xbox and 15% on the Nintendo GameCube.  We continue to work towards reaching profitability at EA.com.  We increased EA.com revenue 83% for the year, and we reduced our operating expense run rate by over $15 million per quarter, compared to the fourth quarter last year.  According to Media Metrics, EA.com continued to be the leading online gaming site with over 13 million unique visitors who spent in excess of 4.6 billion minutes on the site during the month of March.  Based on total monthly minutes, EA.com was the fourth largest site on the entire web.  Our challenge for the coming year is to continue to monetize the extraordinary traffic and stickiness of our site through increased advertising and the release of key new subscription products.”

“Looking ahead we have much to be excited about.  The interactive entertainment industry is still in the early stages of what is anticipated to be the largest console cycle ever.  Our strong portfolio of franchises, our multi-platform strategy and our unparalleled development capabilities have made us the world’s leading independent publisher, and have positioned us for continued growth and leadership 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 December 31, 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, The Sims, Medal of Honor Allied Assault, Knockout Kings, Command & Conquer Renegade and Triple Play are trademarks or registered trademarks of Electronic Arts Inc. in the U.S. and/or other countries.  Medal of Honor is a trademark or registered trademark of Electronic Arts Inc. in the U.S. and/or countries for computer game software.  EA.com is a service mark of EA.com Inc.  Final Fantasy is a registered trademark of Square Co. Ltd.  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, Tiger Woods and PGA TOUR 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.

209 Redwood Shores Parkway, Redwood City, CA  94065

Main: (650) 628-1500

www.EA.com

I.R. Email: InvestorRelations@EA.com

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


