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PART I. FINANCIAL INFORMATION.
ltem 1. Financial Statements.
ACTIVISION, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)
December 31, March 31,
2002 2002
(Unaudited)
Assets
Current assett
Cash and cash equivalents $ 358,98: $ 279,00°
Short-term investments 169,87« —
Accounts receivable, net of allowances of $76,728$42,019 at December 31, 2002 and March 31, 2@8pectivel 158,39 76,73
Inventories 37,28¢ 20,73¢
Software development 43,657 36,26%
Intellectual property licenses 10,61: 6,32¢
Deferred income taxes 27,34t 22,60¢
Other current assets 11,55:¢ 15,20(




Total current assets

Software development
Intellectual property licenses
Property and equipment, net
Deferred income taxes
Other asset

Goodwill

Total assets

Liabilities and Shareholders' Equity
Current liabilities:
Current portion of long-term debt
Accounts payabl

Accrued expense

Total current liabilities

Long-term debt, less current portic

Total liabilities

Commitments and contingencies (Note 14)

Shareholders' equit'

Preferred stock, $.000001 par value, 3,750,000eshauthorized, no shares issued at December 32,&@DMarch 3:

2002

Series A Junior Preferred stock, $.000001 par vdli#50,000 shares authorized, no shares issueecamber 31,
2002 and March 31, 2002

Common stock, $.000001 par value, 125,000,000 shearthorized, 71,428,422 and 61,034,263 sharesdssud
65,284,867 and 56,705,504 shares outstanding arBleer 31, 2002 and March 31, 2002, respecti

Additional paic-in capital

Retained earnings

Less: Treasury stock, at cost, 6,143,555 and 4/388hares at December 31, 2002 and March 31, 20§2ectively
Accumulated other comprehensive loss

Total shareholders' equi

Total liabilities and shareholders' equity

817,70: 456,87
7,81¢ 3,25¢

42,22 10,89¢

19,74: 17,83:

11,80¢ 28,79¢

3,72¢ 3,24:

68,10( 35,99:

$ 971,11 $ 556,88
] |
$ 148 $ 168
106,65¢ 64,41(

93,81¢ 59,09¢

200,61t 123,67

2,67¢ 3,122

203,29: 126,79¢

675,77¢ 397,52¢

138,52: 64,38t

(44,18)) (20,329

(2,295) (11,499

767,82: 430,09:

$ 971,11 $ 556,88
| |

The accompanying notes are an integral part oktheasolidated financial statements.
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ACTIVISION, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In thousands, except per share data)

For the three months ended

December 31,

For the nine months ended

December 31,

2002 2001 2002 2001
Net revenue: $ 378,68: $ 371,34: % 739,11 $ 621,52
Costs and expense
Cost of sale—product cost: 204,88: 195,56( 369,00 347,84(
Cost of sale—software royalties and amortizati 33,50¢ 34,99" 67,39¢ 47,69¢



Cost of sale—intellectual property license 14,91¢ 23,08’ 32,70« 33,54¢
Product developmel 13,75¢ 10,84¢ 38,76¢ 29,05¢
Sales and marketir 33,87t 31,88 84,64« 67,06¢
General and administratiy 10,98¢ 13,16¢ 37,30¢ 32,60:
Total costs and expens 311,92 309,54( 629,82 557,81:
Operating incom: 66,76 61,80 109,29 63,71
Investment income, ni 2,53t 271 6,55¢ 1,92:
Income before income tax provisi 69,29 62,07: 115,84! 65,63t
Income tax provisiol 24,947 22,96: 41,70¢ 24,28:
Net income $ 44347 $ 39,11C $ 74,137 $ 41,35¢
I I I I
Basic earnings per she $ 0.66 $ 0.7t % 118 $ 0.84
I I I I
Weighted average common shares outstan 66,80¢ 52,35¢ 64,55¢ 49,25
I I I I
Diluted earnings per sha $ 0.6 $ 0.6€ $ 1.0¢€ $ 0.7:
I I I I
Weighted average common shares outstanding assutihiion 70,81¢ 59,29: 69,88: 56,63t
I I I I
The accompanying notes are an integral part oktheasolidated financial statements.
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ACTIVISION, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)
For the nine months ended
December 31,
2002 2001
Cash flows from operating activitie
Net income $ 74,137 % 41,35
Adjustments to reconcile net income to net caskigeal by operating activitie:
Deferred income taxe 12,817 (27,009
Depreciation and amortizatic 6,82¢ 5,08t
Amortization and write-offs of capitalized softwatevelopment costs and intellectual
property license 75,80( 52,14:
Tax benefit of stock options and warrants exerc 24,05 44,53¢
Loss on equity investments and ot 224 —
Changes in operating assets and liabilities (neffetts of acquisitions
Accounts receivabl (80,649 (128,69)
Inventories (16,549 13,25¢
Software development and intellectual propertyrge= (123,36¢) (60,959
Other asset 4,97( 1,87¢
Accounts payabl 41,98¢ 60,17:
Accrued expenses and other liabilit 28,80z 42,66
Net cash provided by operating activit 49,05( 44,42



Cash flows from investing activitie
Capital expenditure
Proceeds from disposal of property and equipr
Purchases of shiterm investment
Proceeds from sales and maturities of «term investment
Cash payment to effect business combinations, fregsh acquire:
Minority capital investmen
Other

Net cash used in investing activiti

Cash flows from financing activitie
Proceeds from issuance of common stock to emplc
Payment on term loe
Other borrowings, ne

Redemption of convertible subordinated nc
Proceeds from issuance of common stock pursuamtderwritten public offering, net of offeril
costs

Purchase of structured stock repurchase agree!
Purchase of treasury sto

Net cash provided by financing activiti

Effect of exchange rate changes on ¢

Net increase in cash and cash equival

Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe $

(6,941) (6,589)
502 624
(384,11) —
214,81 —
(21,199 —
(1,500) —
— (129)
(198,43Y) (6,089
18,86: 39,98
— (8,550)

(717) (1,389

— (62
248,07: —
(25,000) —
(18,929 (74)
222,28t 29,917
7,074 88¢
79,97 69,14
279,00° 125,55(
358,98 $ 194,69:

The accompanying notes are an integral part oktheasolidated financial statements.
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ACTIVISION, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS'
For the nine months ended December 31, 2002
(Unaudited)
(In thousands)

EQUITY

Accumulated

Common Stock Treasury Stock Other
Additional Comprehensive
Paid-In Retained Income Shareholders'
Shares Amount Capital Earnings Shares Amount (Loss) Equity
Balance, March 31, 2002 61,03: $ — $ 397,52( $ 64,38¢ (4,329 $ (20,329 $ (11,499 $ 430,09:
Components of comprehensive incol
Net income — — — 74,137 — — — 74,137
Unrealized appreciation on short:
term investments — — — — — — 49¢ 49¢
Foreign currency translation
adjustment — — — — — — 8,70~ 8,70~
Total comprehensive income 83,34(
Issuance of common stock pursuant
underwritten public offerin( 7,50( — 247,29: — — — — 247,29

Issuance of common stock pursuant



employee stock option and stock

purchase plans and common stock

warrants 2,54: — 18,86: — — — — 18,86:
Issuance of common stock warrants — — 2,18¢ — — — — 2,18¢
Tax benefit attributable to employee

stock options and common stock

warrants — — 24,05: — — — — 24,05:
Issuance of common stock to effect

business combinatiot 351 — 10,86! — — — — 10,86!
Structured stock repurchase

transactions — — (25,000 — — — — (25,000
Purchase of treasury sto — — — — (1,815 (23,859 — (23,859
Balance, December 31, 2002 71,42¢ $ — $ 675,77¢ $ 138,52 (6,149 $ (44,18) $ (2,299 $ 767,82:

The accompanying notes are an integral part oktheasolidated financial statements.
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ACTIVISION, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Unauditl)
For the three and nine months ended December 31, @D

1. Basis of Presentation

The accompanying consolidated financiaksteents include the accounts of Activision, Ina #s subsidiaries ("Activision" or "we").
The information furnished is unaudited and refledt@djustments that, in the opinion of managemae necessary to provide a fair
statement of the results for the interim periodsspnted. The consolidated financial statementddHteuread in conjunction with the
consolidated financial statements included in oondal Report on Form 10-K for the year ended M&th2002 as filed with the Securities
and Exchange Commission.

Certain amounts in the consolidated finalngiatements have been reclassified to confortimet@urrent period's presentation. These
reclassifications had no impact on previously regggbrvorking capital or results of operations.

2. Acquisitions

Effective October 4, 2002, we acquiredélthe outstanding ownership interests of Luxofiorp., ("Luxoflux"), a privately held
interactive software development company, in exgedor $9.0 million in cash. Luxoflux is an expered, multi-platform, console software
developer. This acquisition further enables usrtplément our multi-platform development strategyalngmenting our internal product
development capabilities for console systems. Threhase price of the transaction, including actjoisicosts, was approximately
$9.2 million and has been allocated to assets eemijand liabilities assumed as follows (amounthausands):

Current assel $ 537
Property and equipme 83
Other asset 15
Goodwill 9,09¢
Current liabilities (50¢)

$ 9,22t

]

Goodwill has been included in the publigh#egment of our business and is non-deductibleafopurposes. A significant portion of the
purchase price for this acquisition was assignegbtmwill as the primary asset we acquired in thadaction was an assembled workforce
with proven technical and design talent with adrgof high quality product creation. The result®perations of Luxoflux are included in
our consolidated statement of operations begin@icipber 4, 2002. Pro forma consolidated statenafraperations are not shown, as they
would not differ materially from reported results.

Approximately 110,000 shares of our commstmtk may be issued to Luxoflux's equity holderd amployees over the course of several
years, depending on the satisfaction of certaidycbperformance requirements and other critetigs §ontingent consideration will |
recorded as an additional element of the purchase for Luxoflux when those contingencies are hesa.

Effective May 20, 2002, we acquired altlod outstanding ownership interests of Z-Axis I(td-Axis"), a privately held interactive
software development company, in exchange for $a@lln in cash and 249,190 shares of our comntooksvalued at approximate



$8.2 million. Z-Axis is an experienced, multi-platin, console software developer. This acquisitiothier enables us to implement our multi-
platform development strategy by augmenting owerirdl product development
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capabilities for console systems. The purchase mfithe transaction, including acquisition costas valued at approximately $20.9 million
and has been allocated to assets acquired anlitigsbdssumed as follows (amounts in thousands):

Current assel $ 1,64¢
Other intangible: 11z
Property and equipme 172
Other asset 20
Goodwill 20,23¢
Current liabilities (1,329

$ 20,86¢

|

Goodwill has been included in the publighe@gment of our business and is non-deductibleafopurposes. A significant portion of the
purchase price for this acquisition was assignegbtmwill as the primary asset we acquired in thadaction was an assembled workforce
with proven technical and design talent with adrgof high quality product creation. The result®perations of Z-Axis are included in our
consolidated statement of operations beginning BBy2002. Pro forma consolidated statements ofatipers are not shown, as they would
not differ materially from reported results.

Approximately 93,000 additional shares @f common stock may be issued to Z-Axis' equitydlad over the course of several years,
depending on the satisfaction of certain produdtpeance requirements and other criteria. Thidiogent consideration will be recorded as
an additional element of the purchase price fordsAvhen those contingencies are resolved.

3. Short-term Investments

Short-term investments generally maturevben three months and two years. Investments watiumties beyond one year may be
classified as short-term based on their liquid reeand because such securities represent the imeeisbf cash that is available for current
operations. All of our short-term investments dessified as available-for-sale and are carriefdiatmarket value with unrealized
appreciation (depreciation) reported as a sepammgonent of accumulated other comprehensive ifoskareholders' equity.

8

The following table summarizes our investisaén securities as of December 31, 2002 (amduaritousands):

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Cash and cash equivaler
Cash and time depos $ 137,91: % — $ — $ 137,91
Money market instrumen 110,99. — — 110,99:
Auction rate note 110,14: — (63) 110,07¢
Cash and cash equivalel 359,04 — (63) 358,98
Shor-term investment
Corporate bond 32,11 107 5) 32,21t
Taxable municipal bonc 3,50z — — 3,50z
U.S. agency issue 62,62¢ 91 (12 62,70¢
Asse-backed securitie 71,07: 61C (230 71,45:

Shor-term investment 169,31: 80¢ (2479) 169,87:




Cash, cash equivalents and s-term investment $ 528,36( $ 80 $ (310 $ 528,85¢

The following table summarizes the matastof our investments in debt securities as of Ber 31, 2002 (amounts in thousands):

Amortized Fair
Cost Value
Due in one year or le: $ 147,10¢ $ 147,15:
Due after one year through two ye 61,27 61,34¢
208,38: 208,50(
Asse-backed securitie 71,07: 71,45
Total $ 279,45 $ 279,95:

The specific identification method is usedietermine the cost of securities disposed veitized gains and losses reflected in
investment income, net. For the three months eBisgmber 31, 2002, net realized gains on short-tevastments consisted of $188,000 of
gross realized gains and $56,000 of gross realas=es. For the nine months ended December 31, B@02ealized gains on short-term
investments consisted of $191,000 of gross realigéts and $116,000 of gross realized losses.

4. Inventories

Inventories are valued at the lower of ¢bistt-in, first-out) or market. Our inventoriesrsist of the following (amounts in thousands):

December 31, 2002 March 31, 2002
Purchased parts and compone $ 1,765 $ 892
Finished good 35,52: 19,84«
$ 37,28: $ 20,73¢

5. Goodwill and Other Intangible Assets
Goodwill

The changes in the carrying amount of gatbdev the nine months ended December 31, 2002aarllows (amounts in thousands):

Publishing Distribution Total
Balance as of March 31, 20 $ 31,62¢ $ 4,366 $ 35,99:
Goodwill acquired during the period 29,330 — 29,330
Issuance of contingent consideration 2,66¢ — 2,66¢
Adjustment to original purchase allocation (447 — (447)
Effect of foreign currency exchange rates — 55C 55C
Balance as of December 31, 2( $ 63,18 $ 491¢ $ 68,10(

In July 2002 in connection with the satisian of certain product performance requiremestsggecified in the prior fiscal year
acquisition agreement with Treyarch Invention, LIv& issued 101,635 of our common shares with agraess value of $2.7 million.

Acquired Intangible Assets

Acquired intangible assets are as folloamdunts in thousands):



December 31, 2002 March 31, 2002

Gross Carrying Accumulated Gross Carrying Accumulated
Amount Amortization Amount Amortization

Amortized Intangible Asse

Acquired software development ar
royalty agreement $ 112 $ (119 $ 84 3 —

Acquired intangible assets are includethénconsolidated balance sheets in other curreetsas-or the nine months ended Decembe
2002, aggregate amortization expense related tirechintangible assets was $113,400. There waslclo amortization for the three months
ended December 31, 2002 or for the three and norglm ended December 31, 2001.

6. Income Taxes

The income tax provision of $24.9 milliomda$41.7 million for the three and nine months ehDecember 31, 2002, respectively,
reflects our effective income tax rate of approxiena36%. The income tax provision of $23.0 milliand $24.3 million for the three and n
months ended December 31, 2001, respectively ctefaur effective income tax rate of approxima®f9o. For both periods, the significant
item that generated the variance between our éféecite and our statutory rate of 35% was statestgpartially offset by research and
development tax credits.

7. Software Development Costs and IntellectualrBperty Licenses

Software development costs include paymessigde to independent software developers undetafawent agreements, as well as direct
costs incurred for internally developed products.

We account for software development castacicordance with Statement of Financial Accoun8tendards ("SFAS") No. 86,
"Accounting for the Costs of Computer Software ¢oSwold, Leased, or Otherwise Marketed." Softwakeldg@ment costs are capitalized o
technological feasibility of a
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product is established and such costs are detedrninge recoverable. Technological feasibility gfraduct encompasses both technical
design documentation and game designh document&iorproducts where proven game engine technolgigyse this may occur early in the
development cycle. Technological feasibility is lenadéed on a product-bygroduct basis. Prior to a product's release, wermsg, as part of cc
of sales—software royalties and amortization, edigitd costs when we believe such amounts aresgoterable. Capitalized costs for those
products that are cancelled or abandoned are adhéwgaoduct development expense. Amounts relatasdftware development which are
capitalized are charged immediately to product gment expense. We evaluate the future recovésabfl capitalized amounts on a
quarterly basis. The recoverability of capitalizadtware development costs is evaluated basedeoexected performance of the specific
products for which the costs relate. The followanigeria are used to evaluate expected producbpagnce: historical performance of
comparable products; the commercial acceptance@fproducts released on a given game enginersfdethe product prior to its release;
estimated performance of a sequel product basdideoperformance of the product on which the seguehsed; and actual development ¢
of a product as compared to our budgeted amount.

Commencing upon product release, capithl&zdtware development costs are amortized toafcsles—software royalties and
amortization based on the ratio of current revenoéstal projected revenues, generally resultimgn amortization period of six months or
less. For products that have been released in peidods, we evaluate the future recoverabilitgagitalized amounts on a quarterly basis.
The primary evaluation criterion is actual titlerfoemance.

Intellectual property license costs repnésieense fees paid to intellectual property rggholders for use of their trademarks or
copyrights in the development of our products.

We evaluate the future recoverability gbitaized intellectual property licenses on a geidytbasis. The recoverability of capitalized
intellectual property license costs is evaluateseldaon the expected performance of the specifidymts in which the licensed trademark or
copyright is used. Prior to the related produ@iease, we expense, as part of cost of sales—eatiadll property licenses, capitalized
intellectual property costs when we believe suclams are not recoverable. Capitalized intellegiwaperty costs for those products that are
cancelled or abandoned are charged to productaf@weint expense. The following criteria are useevaluate expected product
performance: historical performance of comparabbelpcts; the commercial acceptance of prior pradteleased on a given game engine;
orders for the product prior to its release; estadgerformance of a sequel product based on ttierpence of the product on which the
sequel is based; and actual development costpmfduct as compared to our budgeted amc



Commencing upon the related product's seleeapitalized intellectual property license casésamortized to cost of sales—intellectual
property licenses based on the ratio of currergémaes for the specific product to total projecegkenues for all products in which the licer
trademark or copyright will be utilized. As intedteial property license contracts may extend fortiplel years, the amortization of capitalized
intellectual property license costs relating tolsaontracts may extend beyond one year. For predhat have been released, we evaluate the
future recoverability of capitalized amounts onuarerly basis. The primary evaluation criteriomadsual title performance.

As of December 31, 2002, capitalized sofeadevelopment costs included $16.3 million of inédly developed software costs and
$35.2 million of payments made to independent saftndevelopers. As of March 31, 2002, capitalizefthsre development costs included
$16.0 million of internally developed software cahd $23.5 million of payments made to indepensgeftivare developers. Capitalized
intellectual property licenses were $52.8 milliovd&17.2 million as of December 31, 2002 and M&th2002, respectively. Amortization
and write-offs of capitalized software developmewsts and intellectual property licenses, combime $41.1 million and $34.6 million for
the three months ended December 31, 2002 and 2&&{ectively. Amortization and
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write-offs of capitalized software development sastd intellectual property licenses, combined, $#&8 million and $52.1 million for the
nine months ended December 31, 2002 and 2001 atasgg.

8. Comprehensive Income

The components of comprehensive incoméhithree and nine months ended December 31, 2@D2@01 were as follows (amounts
thousands):

Three months ended Nine months ended
December 31, December 31,
2002 2001 2002 2001

Net income $ 44347 $ 39,11 $ 74,137 $ 41,35¢
Other comprehensive income (lo

Foreign currency translation adjustment 2,52¢ (43%) 8,70¢ 1,077

Unrealized appreciation on short-term investments 624 — 49¢ —

Other comprehensive income (loss) 3,15: (43%) 9,20z 1,077

Comprehensive income $ 47,50C $ 38,67 $ 83,34( $ 42,43:

9. Revenue Recognition

We recognize revenue from the sale of eadpcts upon the transfer of title and risk of lassur customers. We may permit product
returns from or grant price protection to our custos on unsold merchandise under certain conditirse protection policies, when granted
and applicable, allow customers a credit againgtuants they owe us with respect to merchandise drisothem. With respect to license
agreements that provide customers the right to mak#ple copies in exchange for guaranteed amouet®nue is recognized upon delivery
of such copies. Per copy royalties on sales thedexk the guarantee are recognized as earned.itioadoh order to recognize revenue for
both product sales and licensing transactionspupsige evidence of an arrangement must exist alfettion of the related receivable must
probable.

Revenue from product sales is reflecteerafeducting the estimated allowance for returmspaite protection. Management must make
estimates of potential future product returns amcepprotection related to current period prodestenue. We estimate the amount of future
returns and price protection based upon histoerpkrience, customer inventory levels and chang#ti demand and acceptance of our
products by the end consumer.
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10. Investment Income, Net

Investment income, net is comprised offttiewing (amounts in thousands



Three months ended Nine months ended

December 31, December 31,
2002 2001 2002 2001
Interest expens $ (13¢) $ (61%) $ 810 $ (1,739
Interest incomt 2,53¢ 88¢€ 7,28¢ 3,65¢
Net realized gain on investmel 132 — 75 —
Investment income, ni $ 253 % 271 % 6,55¢ $ 1,92¢

11. Supplemental Cash Flow Information

Non-cash investing and financing activites supplemental cash flow information is as fefidamounts in thousands):

Nine months ended
December 31,

2002 2001
Nor-cash investing and financing activiti
Conversion of convertible subordinated notes, hebaversion costs $ — 3 58,65!
Subsidiaries acquired with common stock 10,86: 15,55:
Issuance of options and common stock warrants 2,18¢ 3,217
Stock offering costs 781 —
Change in unrealized appreciation on short-terragtments 49¢ —
Supplemental cash flow informati
Cash paid for income taxes $ 3847 % 2,08t
Cash paid (received) for interest, net (5,939 (1,665

12. Operations by Reportable Segments and GeographArea

Based upon our organizational structurepperate two business segments: (i) publishingtefactive entertainment software and
(i) distribution of interactive entertainment sefire and hardware products.

Publishing refers to the development, mimkeand sale of products, either directly, by fise or through our affiliate label program w
third party publishers. In the United States, owdpicts are sold primarily on a direct basis to smasirket retailers, consumer electronics
stores, discount warehouses and office super-stéfeconduct our international publishing actisttarough offices in the United Kingdom,
Germany, France, Australia, Sweden, Canada andh.J@pa products are sold internationally on a diteagetail basis, through third party
distribution and licensing arrangements and thraughwholly-owned European distribution subsidiarie

Distribution refers to our European openasilocated in the United Kingdom, the Netherlamad Germany that provide logistical and
sales services to third party publishers of intivacentertainment software, our own publishingragiens and manufacturers of interactive
entertainment hardware.

Resources are allocated to each of thepaesgs using information on their respective neéneies and operating profits before interest
and taxes. The segments are not evaluated baseskets or depreciation.

The accounting policies of these segmemtshee same as those described in the Summarygnoifiant Accounting Policies in our
Annual Report on Form 1B-for the year ended March 31, 2002. Revenue déeffiram sales between segments is eliminated inatiolagion.
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Information on the reportable segmentgstierthree and nine months ended December 31, 2@D2@01 is as follows (amounts in
thousands):

Three months ended December 31, 2002

Publishing Distribution Total

Total segment revenu $ 256,72¢ $ 121,95¢ $ 378,68!



Revenues from sales between segm

Revenues from external custom
Operating incom:
Goodwill

Total asset

Total segment revenu
Revenues from sales between segm

Revenues from external custom
Operating incomi
Goodwill

Total asset

Total segment revenu
Revenues from sales between segm

Revenues from external custom
Operating incom:
Goodwill

Total asset
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(26,349 26,34¢ —
$ 230,38 $ 148,30: $ 378,68
| . | |
$ 54,92¢ $ 11,83 $ 66,76

&

63,18/

&

4,91¢

&

68,10(

@
@
@

818,65¢ 152,45¢ 971,11

Three months ended December 31, 2001

Publishing Distribution Total
$ 260,73° $ 110,60: $ 371,34:
(25,179 25,17¢ —
$ 235,55¢ $ 135,78: $ 371,34:

&
&
&

53,491 8,30¢ 61,80:

@
@
@

21,04¢ 4,45; 25,497

&
&
&

425,65¢ 168,54: 594,20:

Nine months ended December 31, 2002

Publishing Distribution Total
$ 536,97 $ 202,140 % 739,11¢
(51,539 51,53t —
$ 48543 $ 253,67¢ $ 739,11!

@
@
@

96,65¢ 12,63: 109,29:

&
&
&

63,18¢ 4,91¢ 68,10(

@
@
@

818,65¢ 152,45¢ 971,11

Total segment revenu
Revenues from sales between segm

Revenues from external custom
Operating incomi
Goodwill

Total asset

Geographic information for the three amkeninonths ended December 31, 2002 and 2001 is basthé location of the selling entity.

Nine months ended December 31, 2001

Publishing Distribution Total

$ 441190 $ 180,32 $ 621,52

(38,659 38,65¢ —
$ 40253 $ 218,980 $ 621,52
$ 5431 $ 9,401 $ 63,71
$ 21,048 $ 445; $ 25,49’
$  42565¢ $ 168,54. $  594,20:
— —

Revenues from external customers by geographiomegere as follows (amounts in thousan



Nine months ended
December 31,

Three months ended
December 31,

2002 2001 2002 2001
United State: $ 179,647 $ 194,49 $ 380,04 $ 332,44:
Europe 190,03( 171,53: 342,56: 278,90:
Other 9,012 5,31: 16,50¢ 10,18(
Total $ 378,68 $ 371,34. $ 739,11 $ 621,52:
I I I I

Revenues by platform were as follows (ant®imthousands):

Nine months ended
December 31,

Three months ended
December 31,

2002 2001 2002 2001
Console $ 320,52¢ $ 254,350 $ 582,16( $ 376,49t
Hanc-held 25,63: 50,43¢ 56,85¢ 137,07:
PC 32,52¢ 66,55( 100,09¢ 107,95¢
Total $ 378,68! $ 37134. $ 739,11¢ $ 621,52
@ B N |

As of and for the three and nine monthsedridecember 31, 2002, we had one customer thatiaszbfor 17% of consolidated net
revenues and 29% of consolidated accounts receivaét. As of and for the three and nine monthgémktcember 31, 2001, we had one
customer that accounted for 15% of consolidatedawainues and 23% of consolidated accounts redeivadt. This customer was the same
customer in all periods and was a customer of battpublishing and distribution businesses.
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13. Computation of Earnings Per Share

The following table sets forth the compiatias of basic and diluted earnings per share (atsaarthousands, except per share data):

Nine months ended
December 31,

Three months ended
December 31,

2002 2001 2002 2001
Numerator
Numerator for basic and diluted earnings per s—income
available to common sharehold $ 44,347 $ 39,11C $ 74,137 $ 41,354
| | | |
Denominatol
Denominator for basic earnings per share—weightedage
common shares outstandi 66,80¢ 52,35¢ 64,55¢ 49,25¢
| | | |
Effect of dilutive securities
Employee stock options and stock purchase 3,761 6,45¢ 4,94¢ 6,742
Warrants to purchase common st 24¢ 48C 374 63¢
Potential dilutive common shar 4,00¢ 6,93« 5,322 7,381
Denominator for diluted earnings per share—weiglatestage
common shares outstanding plus assumed convel 70,81¢ 59,29: 69,88! 56,63t
| | | |
Basic earnings per she $ 0.6€ $ 0.7t % 115 % 0.84
| | | |
Diluted earnings per sha $ 0.6 $ 0.66 $ 1.0 $ 0.7t
| | | |



Options to purchase 4,702,748 shares ohwamstock at exercise prices ranging from $18.683&24 and options to purchase
2,254,633 shares of common stock at exercise pracegng from $24.98 to $33.24 were outstandingHerthree and nine months ended
December 31, 2002, respectively, but were not gheduin the calculation of diluted earnings per sh@cause their effect would be
antidilutive.

Options to purchase 100,094 shares of camsturk at exercise prices ranging from $23.32®.&l and options to purchase 80,713
shares of common stock at exercise prices rangamy $21.63 to $25.81 were outstanding for the threnine months ended December 31,
2001, respectively, but were not included in thiewation of diluted earnings per share because #ffect would be antidilutive.

14. Commitments
Credit Facilities and Other

In June 1999, we obtained a $100.0 miltewolving credit facility and a $25.0 million teriman with a syndicate of banks (the "U.S.
Facility"). The revolving portion of the U.S. Fatjl provided us with the ability to borrow up to@L0 million, including issuing letters of
credit up to $80.0 million, on a revolving basisst eligible accounts receivable and inventohye Term loan had a three-year term with
principal amortization on a straight-line quartdnlsis beginning December 31, 1999, a borrowirgliased on the banks' base rate (which
was generally equivalent to the published prime)rplus 2% or LIBOR plus 3% and was to expire 20@2. The revolving portion of the
U.S. Facility had a borrowing rate based on thekbamase rate plus 1.75% or LIBOR plus 2.75%. lry @01, we accelerated our repaynm
of the outstanding balance under the term loarigrodf the U.S. Facility. In connection with thecaterated repayment, we amended the U.S.
Facility (the
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"Amended and Restated U.S. Facility"). The Amenaled Restated U.S. Facility eliminated the term Jeaduced the revolver to

$78.0 million and reduced the interest rate todheks' base rate plus 1.25% or LIBOR plus 2.25%. Atmended and Restated U.S. Facility
was collateralized by substantially all of our assend expired in August 2002. Due to our improfieancial position, including significant
cash, cash equivalent and short-term investmeahbas and minimal debt, we did not seek additibaak financing upon the expiration of
the Amended and Restated U.S. Facility.

We have a revolving credit facility througar CD Contact subsidiary in the Netherlands {ttetherlands Facility"). The Netherlands
Facility permitted revolving credit loans and lestef credit up to Euro ("EUR") 2.5 million ($2.6iltion) as of December 31, 2002, based
upon eligible accounts receivable balances. Thaékinds Facility is due on demand, bears intetegtEurocurrency rate plus 1.25%, is
collateralized by the subsidiary's accounts red#é/and inventory and a EUR 0.5 million ($0.5 roifl) guarantee made by our Centresoft
subsidiary through its bank facility and expiresgfiat 2003. As of December 31, 2002, there wereonmtvings or letters of credit
outstanding under the Netherlands Facility.

We also have revolving credit facilitieshvour CentreSoft subsidiary located in the UnKéagdom (the "UK Facility") and our NBG
subsidiary located in Germany (the "German Fac)litgs of December 31, 2002, the UK Facility proattiCentresoft with the ability to
borrow up to Great British Pounds ("GBP") 8.0 noitli($12.8 million), including issuing letters okdit, on a revolving basis. Furthermore
of December 31, 2002, under the UK Facility, Cestfeprovided a EUR 0.5 million ($0.5 million) gaaatee which served as collateral for
the Netherlands Facility. The UK Facility bearsemst at LIBOR plus 1.5%, is collateralized by sabsally all of the assets of the subsidiary
and expires in October 2003. The UK Facility alsatains various covenants that require the subrgitiiamaintain specified financial ratios
related to, among others, fixed charges. As of B 31, 2002, we were in compliance with theseenants. No borrowings were
outstanding against the UK Facility as of Decen8#er2002. The German Facility provided for revotyloans up to EUR 0.8 million
($0.8 million) as of December 31, 2002, bears @gtat a Eurocurrency rate plus 2.5%, is collategdlby the subsidiary's accounts
receivable, inventory and certain property and gopaint and expires June 2003. No borrowings wergtanuding against the German Facility
as of December 31, 2002.

In connection with our purchases of Nine@hmeCube and Game Boy software for distributioNarth America and Europe,
Nintendo requires us to provide either standbgtstof credit or cash prepayment prior to acceptunghase order

Private Placement of Convertible Subordinated Notes

In December 1997, we completed the pripéeement of $60.0 million principal amount of 64 % convertible subordinated notes due
2005 (the "Notes"). The Notes were convertibleyitole or in part, at the option of the holder a #me after December 22, 1997 (the dat
original issuance) and prior to the close of bussnan the business day immediately preceding therityadate, unless previously redeemed
or repurchased, into our common stock at a conwersiice of $12.583 per share, subject to adjustmeim certain circumstances. During
three months ended June 30, 2001, we called faretdhemption of the Notes. In connection with thedt, dolders converted to common stock
approximately $58.7 million aggregate principal amioof their Notes, net of conversion costs. Theaiming Notes were redeemed for cash.

Software Developer and Intellectual Property Lice@ontracts



In the normal course of business, we entercontractual arrangements with third partiestfie development of products, as well as for
the rights to intellectual property. Under theseeagnents, we commit to provide specified paymentsdeveloper or intellectual property
holder, based upon
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contractual arrangements. Assuming all contragit@lisions are met, the total future minimum coctti@@mmitment for contracts in place as
of December 31, 2002 is approximately $135.4 nrilémd is scheduled to be paid as follows (amoumtisausands):

Fiscal year ending March 31,

2003 $ 23,68!
2004 71,05(
2005 19,99
2006 12,30¢(
2007 and thereaftt 8,42¢
Total $ 135,44°

|

Legal Proceedings

We are party to routine claims and suitaight by us and against us in the ordinary courgisiness, including disputes arising ovel
ownership of intellectual property rights, contradtclaims and collection matters. In the opiniomanagement, the outcome of such routine
claims will not have a material adverse effect antwusiness, financial condition, results of operat or liquidity.

15. Capital Transactions

On October 4, 2002, our Board of Directaughorized a buyback program under which we cauaroéase up to $150.0 million of our
common stock. Under the program, shares may béhased as determined by management from time toitirttee open market or in
privately negotiated transactions, including prahatiegotiated structured option transactions,thnoligh transactions in the options markets.
Depending on market conditions and other factbiesse purchases may be commenced or suspendedtahary from time to time without
prior notice.

As of December 31, 2002, we had repurchappdoximately 1.8 million shares of our commorcktat an average cost of $13.15 per
share. Additionally under the Board approved builgmogram, we entered into a series of structurecksepurchase transactions in the
aggregate amount of $25.0 million. These transastinay be settled in cash or stock based on thketnarice of our common stock on the
date of the settlement. Upon settlement, we williezi have our capital investment returned witheaxpum or receive up to approximately
2.1 million shares of our common stock, dependiagpectively, on whether the market price of oumgmn stock is above or below a pre-
determined price agreed in connection with each s@msaction. These transactions are recordetbirekolders' equity in the accompanying
consolidated balance sheet as of December 31, 2002.

On December 16, 2002, the Board of Direcapproved the Activision 2002 Studio Employee Ri@@ Incentive Plan (the "2002 Stu
Plan™). The 2002 Studio Plan permits the grantintpwards" in the form of non-qualified stock opti® and restricted stock awards to key
studio employees (other than executive officers)atfvision, our subsidiaries and affiliates ancctmtractors and others. The exercise price
for Awards issued under the 2002 Studio Plan isrd@hed at the discretion of the Board of Direci@rsthe Compensation Committee of the
Board of Directors, which administers the 2002 &tRlan), and in the case of non-qualified optianast exceed or be equal to 85% of the
fair market value of our common stock at the détgrant. Options typically become exercisable istafiments over a period not to exceed
five years. Awards must typically be exercised mithO years of the date of grant. The 2002 Stuthn RFequires available shares to consist in
whole or in part of authorized and unissued sharéseasury shares. The total number of sharesrohwon stock available for distribution
under the 2002 Studio Plan is 800,000. There wede090 shares remaining for grant under the 2008i&Plan as of December 31, 2002.
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16. Related Parties

In August 2001, we elected to our Boar®wéctors an individual who is a partner in a lamnfthat has provided legal services to
Activision for more than ten years. The fees walpaithe law firm account for less than 1% of tinm' total revenues. The rates charged to
us were at arm's length, and we believe that the dee competitive with the fees charged by otherfirms.



17. Recently Issued Accounting Standards

In June 2002, the Financial Accounting 8tads Board ("FASB") issued SFAS No. 146, "Accaogfior Costs Associated with Exit or
Disposal Activities." SFAS No. 146 requires that thability for costs associated with an exit osmsal activity be initially measured at fair
value and recognized when the liability is incurré€de provisions of SFAS No. 146 are required taglied prospectively to exit or dispo
activities initiated after December 31, 2002.

In January 2003, the FASB issued SFAS M8, 1Accounting for Stock-Based Compensation-Ti@msiand Disclosure, an amendment
of FASB Statement No. 123." SFAS No. 148 providesrmative methods of transition for a voluntaryaobe to the fair value based method
of accounting for stock-based employee compensdti@tso requires disclosures in both annual aterim financial statements about the
method of accounting for stock-based employee cosgi®on and the effect of the method used on regodsults. SFAS No. 148 is effective
for annual and interim periods beginning after Deler 15, 2002. As we have elected not to changfeettair value based method of
accounting for stock-based employee compensatieradoption of SFAS No. 148 will not have an impgmtn our financial condition or
results of operations.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
OVERVIEW

We are a leading international publisheintdractive entertainment software products. WeeHauilt a company with a diverse portfolio
of products that spans a wide range of categoriddaaget markets and that is used on a varietjanfe hardware platforms and operating
systems. We have created, licensed and acquirealia gf highly recognizable brands which we matked growing variety of consumer
demographics.

Our products cover the action/adventuripacports, racing, role-playing, simulation, figerson action and strategy game categories.
We offer our products in versions that operatehen3ony PlayStation 2 ("PS2"), Sony PlayStatiors('B, Nintendo GameCube
("GameCube") and Microsoft Xbox ("Xbox") consolessgms, Nintendo Game Boy Advance ("GBA") hand-ldgdice, as well as on
personal computers ("PC").

Our publishing business involves the deprlent, marketing and sale of products, either tireloy license or through our affiliate label
program with third party publishers. In the Unitgthtes, our products are sold primarily on a dibasis to mass-market retailers, consumer
electronics stores, discount warehouses and dftiperstores. We conduct our international publishingvétats through offices in the Unite
Kingdom, Germany, France, Australia, Sweden, Caaadalapan. Our products are sold internationaillg direct to retail basis, through
third party distribution and licensing arrangemeantsd through our whollpwned European distribution subsidiaries. In addito publishing
we maintain distribution operations located in thated Kingdom, the Netherlands and Germany thatige logistical and sales services to
third party publishers of interactive entertainmsoftware, our own publishing operations and martufars of interactive entertainment
hardware.

Our profitability is directly affected bie mix of revenues from our publishing and distifiu segments. Publishing operating margins
are substantially higher than margins realized foamdistribution segment. Operating margins indistribution segment are also affectec
the mix of hardware and software sales, with safwaoducing higher margins than hardware.

Our focus with respect to future game depedent will be on big, well-established brands thatbelieve we can build into successful
franchises such as our super heroes and actiotsdpands. With regards to our super heroes bravelsecently exercised an option to
develop and publish the video game based on thidéBpMan" movie sequel which is expected to beasdel in the spring of 2008pider-
Man: The Moviewas a key release for the first quarter of fis@2and has continued to perform strongly througfiscal 2003. In
December 2002, we expanded our long-term alliaritte Marvel Enterprises through an exclusive, mydiar, licensing agreement that
expires in 2009. The agreement extends our exdugihts to develop and publish video games barddarvel's comic book franchises
Spider-Man, X-MEN, Fantastic Four and Iron Man. Hgeeement additionally provides us the rightseweetbp video games in conjunction
with motion pictures and television series invotyid-MEN, Fantastic Four and Iron Man. Further, &eotimportant strategy of ours is to
continue to be a leader in the action sports caye@in October 23, 2002, in the action sports aatggve releasediony Hawk's Pro Skater 4
across multiple platforms. We will continue to prate our action sports franchises with the reledisigl@s for existing franchises such as
Tony Hawk's Pro SkatemdStreet Hoops as well as new action sports titles, suchVakeboarding Unleasheds well as titles related to
motor cross and snowboarding.

We will also continue to evaluate emerdingnds that we believe have potential to becomeesstul franchises. For example, in
August, 2002, we entered into an exclusive licemsigreement to develop and publish video gamethéobest-selling children's book series,
Lemony Snicket's "A Series of Unfortunate Evenkslttis in development for a feature film by ParantdRictures and Nickelodeon Movies.
In December 2002, we also entered into a I-year, mult-property, publishing agreement with DreamWorks K& grants us the exclus



rights to publish video games based on DreamWkése upcoming computer-animated films, as wethag sequels.

We intend to utilize these new intellectpedperty acquisitions and our existing libraryimellectual property to further focus our future
game development on big, well-established branaisviie believe have the potential to become fraegbisperties with sustainable consumer
appeal and brand recognition. We also intend tatera limited number of new intellectual propertiest we believe have the potential to join
this list of franchise properties. Accordingly, Wave chosen to
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eliminate certain small and non-core projects faamdevelopment plan and expect to reduce the nuofliggles released in fiscal 2004.
Additionally, in order to maintain the competitivess of our products and to take advantage of ietrgly sophisticated technology
associated with new hardware platforms, we intenddrease the amount of time spent play testing pr@ducts, to conduct more extensive
product quality evaluations and to lengthen prodigstelopment schedules to allow time to make th@rdawements indicated by the testing
and evaluations. This may result in an increadature product development costs. Further, asatrefthe expected increase in the lengt
product development schedules, the expected retizdas of certain fiscal 2004 titles have beertethifo fiscal 2005.

Critical Accounting Policies

We have identified the policies below atical to our business operations and the unded#tagrof our financial results. The impact and
any associated risks related to these policiesuomasiness operations is discussed throughout déamant's Discussion and Analysis of
Financial Condition and Results of Operations whsereh policies affect our reported and expecteahfifal results. For a detailed discussion
on the application of these and other accountidigips, see Note 1 in the Notes to the Consolid&iedncial Statements in Item 8 of our
Annual Report on Form 10-K for the year ended M&@th2002 as filed with the Securities and Exchabgmmission. The preparation of
financial statements in conformity with generalécapted accounting principles requires managemenike estimates and assumptions that
affect the reported amounts of assets and liadsligit the date of the financial statements andeth@rted amounts of revenues and expenses
during the reporting period. Actual results coulitified from those estimates.

Revenue Recognition.We recognize revenue from the sale of our prtedupon the transfer of title and risk of los®tw customers.
Revenue from product sales is recognized aftercadythe estimated allowance for returns and goicgection. We may permit product
returns from or grant price protection to our custes on unsold merchandise under certain conditirse protection policies, when granted
and applicable, allow customers a credit againgiuants they owe us with respect to merchandise drisothem. With respect to license
agreements that provide customers the right to mak#ple copies in exchange for guaranteed amouev&nue is recognized upon delivery
of such copies. Per copy royalties on sales thedexk the guarantee are recognized as earned.itioadoh order to recognize revenue for
both product sales and licensing transactionspupsige evidence of an arrangement must exist alfettion of the related receivable must
probable. Revenue recognition also determinesitiiag of certain expenses, including cost of salagelectual property licenses and cos
sales—software royalties and amortization.

Allowances for Returns, Price Protectiomubtful Accounts and Inventory Obsolescenc&Ve may permit product returns from or
grant price protection to our customers under gedanditions. The conditions our customers nmisét to be granted the right to return
products or price protection are, among other thiegmpliance with applicable payment terms, dejive us of weekly inventory and sell-
through reports, and consistent participation &l#tunches of our premium title releases. We msy ebnsider other factors, including the
facilitation of slow moving inventory and other rkat factors. Management must make estimates ohpatéuture product returns and price
protection related to current period product reeeie estimate the amount of future returns argerotection based upon historical
experience, customer inventory levels and chang#si demand and acceptance of our products bgritieonsumer. Significant
management judgments and estimates must be madesaddn connection with establishing the allowaflacereturns and price protection in
any accounting period. Material differences mayitaas the amount and timing of our revenue for geyiod if management makes different
judgments or utilizes different estimat

Similarly, management must make estimat#seouncollectibility of our accounts receivahblie estimating the allowance for doubtful
accounts, we analyze historical bad debts, custooraentrations, customer credit worthiness, ctigeanomic trends and changes in our
customers' payment terms and their economic camglitis well as whether we can obtain sufficiendlitiesurance. Any significant changes
in any of these criteria would impact managemestsnates in establishing our allowance for doulatbecounts.

We value inventory at the lower of costrarket. We regularly review inventory quantitiesi@and and in the retail channel and record a
provision for excess or obsolete inventory basethen
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future expected demand for our products. Significiwanges in demand for our products would impaagement's estimates in establis|
our inventory provision



Software Development CostsSoftware development costs include paymentenmaéhdependent software developers under
development agreements, as well as direct costsraat for internally developed products.

We account for software development castacicordance with Statement of Financial Accoun8tendards ("SFAS") No. 86,
"Accounting for the Costs of Computer Software ¢oSwld, Leased, or Otherwise Marketed." Softwakeld@ment costs are capitalized o
technological feasibility of a product is estabéidland such costs are determined to be recovefignological feasibility of a product
encompasses both technical design documentatiogaand design documentation. For products wheresprgame engine technology exi:
this may occur early in the development cycle. Tedbgical feasibility is evaluated on a productfrpduct basis. Prior to a product's rele
we expense, as part of cost of sales—softwaretiegand amortization, capitalized costs when wigbe such amounts are not recoverable.
Capitalized costs for those products that are deaacer abandoned are charged to product developex@ense. Amounts related to software
development which are not capitalized are chargedddiately to product development expense. We ataline future recoverability of
capitalized amounts on a quarterly basis. The m@dility of capitalized software development castsvaluated based on the expected
performance of the specific products for which ¢bsts relate. The following criteria are used taleate expected product performance:
historical performance of comparable products;citramercial acceptance of prior products releasea gimen game engine; orders for the
product prior to its release; estimated performarfaesequel product based on the performanceegbitbduct on which the sequel is based;
and actual development costs of a product as cadgarour budgeted amount.

Commencing upon product release, capithl&zdtware development costs are amortized toafcsles—software royalties and
amortization based on the ratio of current revenoéstal projected revenues, generally resultimgn amortization period of six months or
less. For products that have been released in jpeidods, we evaluate the future recoverabilitgagitalized amounts on a quarterly basis.
The primary evaluation criterion is actual titlerfoemance.

Significant management judgment and estémate utilized in the assessment of when techivalbigasibility is established, as well as
in the ongoing assessment of the recoverabilityapitalized costs.

Intellectual Property Licenses. Intellectual property license costs represesnike fees paid to intellectual property rightklacs for
use of their trademarks or copyrights in the dewelent of our products.

We evaluate the future recoverability gbitalized intellectual property licenses on a gerdytbasis. The recoverability of capitalized
intellectual property license costs is evaluatesedaon the expected performance of the specifidymts in which the licensed trademark or
copyright is used. Prior to the related produ&lease, we expense, as part of cost of sales—eiatedll property licenses, capitalized
intellectual property costs when we believe sucbwamts are not recoverable. Capitalized intelleghwaperty costs for those products that are
cancelled or abandoned are charged to productaf@weint expense. The following criteria are useevaluate expected product
performance: historical performance of comparabbelpcts; the commercial acceptance of prior pragiteleased on a given game engine;
orders for the product prior to its release; estadgerformance of a sequel product based on ttierpence of the product on which the
sequel is based; and actual development costprfduct as compared to our budgeted amount.

Commencing upon the related product's seleeapitalized intellectual property license castsamortized to cost of sales—intellectual
property licenses based on the ratio of currerg¢mees for the specific product to total projecegkenues for all products in which the licer
trademark or copyright will be utilized. As intedkeal property license contracts may extend fortiplel years, the amortization of capitalized
intellectual property license costs relating totsaontracts may extend beyond one year. For predhat have been released, we evaluate the
future recoverability of capitalized amounts onuarerly basis. The primary evaluation criteriomadsual title performance.

Significant management judgment and estémate utilized in the assessment of the recouiyatii capitalized costs.

22

The following table sets forth certain colidated statements of operations data for theoderindicated as a percentage of total net
revenues and also breaks down net revenues biptgraind platform, as well as operating income bgitess segment (amounts in
thousands):

Three months ended Nine months ended
December 31, December 31,
2002 2001 2002 2001

Net revenue $ 378,68! 100%$ 371,34: 10C%$ 739,11! 10C%$ 621,52: 10C%
Costs and expense

Cost of sales—product costs 204,88: 54 195,56( 53 369,00 50 347,84( 56

Cost of sales—software royalties and amortization 33,50 9 34,997 9 67,39¢ 9 47,69¢ 8

Cost of sales—intellectual property licenses 14,91¢ 4 23,087 6 32,704 4 33,54¢

Product developmel 13,75¢ 3 10,84¢ 3 38,76¢ 5 29,05¢



Sales and marketing

General and administrative

Total costs and expens

Operating income

Investment income, ni

Income before income tax provisii

Income tax provision

Net income

NET REVENUES BY TERRITORY
United State!
Europe
Other

Total net revenues

ACTIVITY/PLATFORM MIX:
Publishing:
Console
Hanc-held
PC

Total publishing net revenues

Distribution:
Console
Hand-held
PC

Total distribution net revenues

Total net revenues

OPERATING INCOME BY SEGMENT:
Publishing

Distribution

Total operating income

33,87t 9 31,88:¢ 84,64+ 12 67,06¢ 11
10,98¢ 3 13,16t 37,30¢ 5 32,60: 5
311,92: 82 309,54( 83 629,82: 85 557,81: 90
66,76 18 61,80! 17 109,29: 15 63,71: 10
2,53¢ 1 271 — 6,554 1 1,92 1
69,29¢ 19 62,07: 17 115,84! 16 65,63¢ 11
24,947 7 22,96: 6 41,70¢ 6 24,28 4
$ 44,34° 12%3$ 39,11( 11%$ 74,13] 10%3$ 41,35¢ %
& & _________§ N ______§ N N |
$ 179,64: 47%$ 194,49° 52%$ 380,04! 51%$ 332,44: 53%
190,03( 50 171,53: 46 342,56: 47 278,90: 45
9,01z 3 5,31: 2 16,50¢ 2 10,18( 2
$ 378,68! 10C%$ 371,34: 10C%$ 739,11! 10C%$ 621,52: 10C%
& & _________§ N ______§ N N |
$ 211,99¢ 83%$ 176,08: 68%$ 409,91¢ 771%$ 255,18: 58%
19,57« 7 31,87¢ 12 45,06 8 101,47¢ 23
25,16: 10 52,771 20 81,99: 15 84,53t 19
256,72¢ 68 260,73° 70 536,97: 73 441,19! 71
108,53! 89 78,27: 71 172,24: 85 121,31! 67
6,05¢ 5 18,55¢ 17 11,79¢ 6 35,59¢ 20
7,36 6 13,77 12 18,104 9 23,42( 13
121,95¢ 32 110,60+ 30 202,14: 27 180,32t 29
$ 378,68! 100%$ 371,34: 10C%$ 739,11¢ 10C%$ 621,52: 10C%
& & _________§ N ______§ N N |
$ 54,92¢ 15%$ 53,497 15%$ 96,65¢ 13%$ 54,31: 9%
11,83¢ 3 8,30¢ 2 12,63 2 9,401 1
$ 66,76 18%3$ 61,80! 17%$ 109,29: 15%3$ 63,71: 10%

Results of Operations—Three and Nine Months Ended &ember 31, 2002 and 2001

Net Revenue

Net revenues for the three months ende@mber 31, 2002 increased 2% over the same pesbgdar, from $371.3 million to

$378.7 million. Net revenues for the nine monthdezhDecember 31, 2002 increased 19% over the saruwal past year, from $621.5 million
to $739.1 million. The increase in the three-mgrehiod was generated by our distribution busineffset by a small decrease in publishing
net revenues. The increase in the nine-month perasidgenerated by both our publishing and distidbubusinesses.
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Publishing net revenues for the three moetided December 31, 2002 decreased 2% from $a6lioh to $256.7 million. The

following table details our publishing net revenbgslatform as a percentage of total publishingreeenues for the three months ended

December 31, 2002 and 20(



Three months ended
December 31,

2002 2001
Publishing Net Revenue:
PC 10% 20%
Console 83% 68%
PlayStation 2 48 33
Microsoft Xbox 13 4
Nintendo GameCuk 12 6
PlayStation 10 20
Nintendo 64 — 4
Sega Dreamcast — 1
Hand-held 7% 12%
Game Boy Advance 6 7
Game Boy Color 1 5
Total publishing net revenues 100% 100%

There were several factors that affectedital 2003 third quarter net revenue performariaaur publishing business. First, positively
impacting our performance, was an improvement imsote software sales. Our publishing console netmees for the three months ended
December 31, 2002 increased 20% when compare@ ®athe period last year, from $176.1 million toZRImillion. Publishing console net
revenues in the three months ended December 32,r2flect the multi-national, cross-platform relea$ Tony Hawk's Pro Skater &hich
performed well on many platforms, in both the doticeand international markets. Additionally, catalales remained strong fBpider-

Man: The Movie, released in the first quarter of fiscal 2003. &ll&® had strong sales from titles under our Cabbland. Second, sales for
the legacy console systems and hand-held devidasadiperform as expected, particularly PS1 andéitio's Game Boy Color, and partially
offset an improvement in sales for the current gatien of console systems. Another negative impadhird quarter publishing sales was the
decline in our PC software sales. Publishing PGenetnues for the three months ended Decembel0B2, @creased 52% when compare
the same period last year, from $52.8 million t6.82million. For the three months ending Decemidgr2B01, we released two premium PC
titles, includingReturn to Castle Wolfenstewvhich was one of our top performing titles durihgttperiod. In contrast, for the three months
ended December 31, 2002, we released only oneesnfPAll title.  Lastly, althoughony Hawk's Pro Skatergerformed well, the other
console titles we released during the three maerkied December 31, 2002, did not perform as stypnghatively impacting publishing
console sales.

Distribution net revenues for the three therended December 31, 2002 increased 10% from &hdillion to $122.0 million. The
overall increase was primarily due to the positiapact of the year-over-year strengthening of theokand the Great British Pound ("GBP")
in relation to the U.S. dollar. In addition, theeguct mix of our distribution business changechim three months ended December 31, 2002
over the same period last year. Distribution coms@t revenues for the three months ended Dece3ih@002 increased 39% over the same
period last year, from $78.3 million to $108.5 moifl. Distribution console net revenues for the ¢hmonths ended December 31, 2002
benefited from the international hardware launasfesbox and GameCube in March 2002 and May 200sheetively. The increase in
distribution console net revenues was offset bgdide in distribution hand-held net revenues fi%i8.6 million for the three months ended
December 31, 2001, to $6.1 million for the threenthe ended December 31, 2002. This decrease eeflexfact that the GBA hardware was
launched in June 2001. Distribution hand-held sfiethe three months ended December 31, 2001 iedefccordingly. The increase in
distribution console net revenues was also offget ecline in distribution PC net revenues fror3.8Imillion for the three months ended
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December 31, 2001, to $7.4 for the three monthgeembcember 31, 2002, primarily as a result of fggremium PC titles released into the
market in fiscal 2003 when compared to fiscal 2002.

Domestic net revenues declined 8% from $.&dllion for the three months ended December2BD1, to $179.6 million for the three
months ended December 31, 2002 for the reasonstaited above in the discussion of our publishingibess net revenues. International net
revenues increased by 13% from $176.8 million fierthree months ended December 31, 2001, to $188i6n for the three months ended
December 31, 2002. International net revenues pesdively affected due to the year-over-year gitbening of the Euro and the GBP in
relation to the U.S. dolla



Publishing net revenues for the nine moetided December 31, 2002 increased 22% from $4dillign to $537.0 million. The
following table details our publishing net revenbglatform as a percentage of total publishingreeenues for the nine months ended
December 31, 2002 and 2001:

Three months ended
December 31,

2002 2001
Publishing Net Revenue:
PC 15% 19%
Console 7% 58%
PlayStation 2 42 21
Microsoft Xbox 13 2
Nintendo GameCuhb 13 4
PlayStation 8 23
Nintendo 64 1 7
Sega Dreamcast — 1
Hand-held 8% 23%
Game Boy Advance 7 15
Game Boy Color 1 8
Total publishing net revenues 100% 100%

The increase in publishing net revenuespviasarily attributable to a 61% increase in copssbftware sales, from $255.2 million to
$409.9 million due to the simultaneous cross-ptatfanulti-national release in the first quarteffis€al 2003 ofSpider-Man: The Movighe
third quarter fiscal 2003 releaseTany Hawk's Pro Skaterahd the benefit from a price reduction in consaledtvare prices resulting in an
increased hardware base. This increase was padiédet by a 56% decrease in publishing hand-hetdevenues, from $101.5 million to
$45.1 million. This decrease reflects the fact thatGBA hardware was launched in June 2001. Ouk &@tware sales for the nine months
ended December 31, 2001 benefited from the relzedware launch. Additionally, we released fewtegifor the hand-held platforms in the
nine months ended December 31, 2002, 11 titlespmmparison to 19 titles in the same period last.yea
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Distribution net revenues for the nine nmsended December 31, 2002 increased 12% fromathe period last year, from
$180.3 million to $202.1 million, driven by an iease in distribution console net revenues. Didiidbuconsole net revenues for the nine
months ended December 31, 2002 increased 42% lowsame period last year, from $121.3 million td22 million. Distribution console
net revenues for the nine months ended Decemb@0BP2, benefited from the international hardwaretdnes of Xbox and GameCube in
March 2002 and May 2002, respectively. Additionallye benefited from the price reduction on PS2 Wwaré that was effective
September 2001, as this resulted in both an iner@asales of PS2 hardware, as well as an incinassdes of PS2 software due to the
corresponding larger installed hardware base. inbigase was partially offset by declines in digttion hand-held and PC net revenues for
the reasons described above in the discussiorswrftiition net revenues for the three months efsember 31, 2002. Distribution net
revenues for the nine months ended December 32, &ditionally benefited from a year-over-year sythening of the Euro and the GBP in
relation to the U.S. dollar.

Domestic net revenues grew 14% from $3&1ilHon for the nine months ended December 31, 2@04380.0 million for the nine
months ended December 31, 2002. Internationalaveinues increased by 24% from $289.1 million fernne months ended December 31,
2001 to $359.1 million for the nine months ended&msber 31, 2002. The increase in domestic net tmseis attributable to the
improvements in our publishing segment as descriiede, and the increase in international net neeeis attributable to the improvements
in both our publishing and distribution segmentsi@scribed above.

A significant portion of our publishing netvenues is derived from products based on avelatsmall number of popular brands each
year. For example, for the three months ended DeeeBil, 2002, approximately 31% of consolidatedreet¢nues and 46% of publishing
revenues were generated by our Tony Hawk brandeXect that a limited number of popular brands ealhtinue to produce a
disproportionately large amount of our publishirey revenues.

Costs and Expens



Cost of sales—product costs represented &4d%3% of consolidated net revenues for the timereths ended December 31, 2002 and
2001, respectively. There were several factorsafiatted cost of sales—product costs as a pemgemtiaconsolidated net revenues. First,
distribution net revenues as a percentage of ¢totasolidated net revenues increased from 30% #&ottiree months ended December 31, 2001
to 32% for the three months ended December 31,.2D8&ibution net revenues have a higher per cwst as compared to publishing net
revenues. Second, the product mix of our publisbungjness changed. In the three months ended Dec&hh2002, a higher proportion of
publishing net revenues were derived from consaliesshan from PC sales as compared to the threthmended December 31, 2001.
Console systems have a higher manufacturing costrpethan PCs. Lastly, these increases in cosales—product costs as a percentage of
consolidated net revenues were partially offsethigylower proportion of sales from hand-held dewvicethe three months ended
December 31, 2002 as compared to the three montesiddecember 31, 2001. Hand-held devices gendrallg the highest manufacturing
per unit cost of all platforms. Cost of sales—precidtosts represented 50% and 56% of consolidatiexwenues for the nine months ended
December 31, 2002 and 2001, respectively. The deereas due to several factors. First, the pradiucof our publishing business for the
nine months ended December 31, 2002 reflects arlproportion of net revenues from hand-held deviasscompared to the nine months
ended December 31, 2001. Second, distributionavetues as a percentage of total consolidate@wehues decreased from 29% for the
nine months ended December 31, 2001 to 27% fonitteemonths ended December 31, 2002. Lastly, ousale manufacturing costs for the
nine months ended December 31, 2002 benefited thheneconomies of scale due to the high volum@pidier-Man: The Movianits
manufactured.

Cost of sales—software royalties and amatibn remained constant as a percentage of puddisiet revenues at 13% for the three
months ended December 31, 2002 and 2001. Coslest-saoftware royalties and amortization increased percentage of publishing net
revenues to 13% for the nine
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months ended December 31, 2002, from 11% for the mionths ended December 31, 2001. The incredsetsethe change in the product
mix of our publishing business. Though GBA titlengrally have the highest per unit manufacturirg oball platforms, they have the
lowest product development cost structure. As sincthe nine months ended December 31, 2001 inwGiBA titles accounted for a higher
proportion of publishing net revenues, the relatest of sales—software royalties and amortizatias worrespondingly low. This is in
comparison to the nine months ended December 3P, Owvhich console titles accounted for a highripprtion of publishing net revenues.
Console titles such as PS2, Xbox and GameCubeHigheroduct development cost structures, anddtease of titles on these platforms
will result in a correspondingly high cost of salesoftware royalties and amortization.

Cost of sales—intellectual property licengam the three months ended December 31, 2002ased as a percentage of publishing net
revenues over the same period last year, from 9884oln absolute dollars, for the three months dridecember 31, 2002 as compared tc
three months ended December 31, 2001, cost ofsaéallectual property licenses also decreased %8811 million to $14.9 million. These
decreases were due to the fact that one of oyseédprming titles released in the third quartefigtal 2002 had a higher intellectual property
royalty rate structure than any of the top perfomgnitles released in the third quarter of fisca2. Cost of sales—intellectual property
licenses for the nine months ended December 32, 866reased as a percentage of publishing netueseaver the same period last year,
from 8% to 6%. As described above, this is duen® af our top performing titles released in thedhjuarter of fiscal 2002 having a higher
intellectual property royalty rate structure thay af the top performing titles released in thediguarter of fiscal 2003. In absolute dollars,
cost of sales—intellectual property licenses remairelatively flat at $32.7 million and $33.5 molti, for the nine months ended
December 31, 2002 and 2001, respectively. Thisthasesult of the overall higher volume of publighinet revenues in the nine months
ended December 31, 2002 as compared to the ninthmiended December 31, 2001.

Product development expenses as a peraeofamublishing net revenues have stayed relatiflatyfor the three months ended
December 31, 2002 and 2001 at 5% and 4%, resplgctaswell as for the nine months ended DecemibeP302 and 2001 at 7%. In abso
dollars, product development expense for the threeths ended December 31, 2002 increased $3.@mdlier the same period last year,
from $10.8 million to $13.8 million. In absoluteltiss, product development expense for the ninethmanded December 31, 2002 incre
$9.7 million over the same period last year, fra28.4 million to $38.8 million. These increases lisalute dollars reflect the change in the
product mix of titles in development, more consael less hand-held, during the fiscal 2003 peridts. cost to develop titles for console
systems, such as PS2, Xbox and GameCube, is higdrethe cost to develop titles for the legacy otmsystems and hand-held devices.
Additionally, we had more titles in developmentidgrfiscal 2003 than fiscal 2002.

Sales and marketing expenses for the thieehs ended December 31, 2002 and 2001 remaitadivedy constant at $33.9 million and
$31.9 million, respectively, representing 9% of swlidated net revenues for both periods. Salesraréieting expenses of $84.6 million and
$67.1 million for the nine months ended December2BD2 and 2001, respectively, represented 1294 a%elof consolidated net revenues,
respectively. The increase in sales and marketipgrese dollars for the nine months ended Decenthe2@®2 over the same period last year
was the result of increased costs in both our philg and distribution businesses. The increasales and marketing expense dollars in our
publishing business was the result of a significaatketing program in support of the simultaneauss-platform, multi-national release of
Spider-Man: The Moviduring the first quarter of fiscal 2003, as wellsreased TV and print ads in support of secoradtgureleases such
asStreet Hoops Additionally, in the nine months ended Decembkr2002, we also provided sponsorship for selembmsports
tours/tournaments in support of our Activision, @rand. The increase in sales and marketing expoiies in our distribution business was

the due to an increasing percentage of our digtabuusiness being generated from large natioc@dants. Such large national accounts
generally result in increased sales cc
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General and administrative expenses fothtee months ended December 31, 2002, decreas2dnfiRon over the same period last
year, from $13.2 million to $11.0 million. As a pentage of consolidated net revenues, generaldnihstrative expenses remained cons
at approximately 3% for both periods. The decréasdsolute dollars is primarily the result of retians in payroll and benefits related costs.
General and administrative expenses for the ninetinscended December 31, 2002, increased $4.7 mdler the same period last year, fi
$32.6 million to $37.3 million. As a percentagecohsolidated net revenues, general and adminigtratipenses remained constant at
approximately 5% for both periods. The increasahisolute dollars was primarily due to an increassarldwide administrative support
needs and headcount related expenses as a reaofjuiitions and our continued growth. The inaeeasas also due to the incurrence in the
first quarter of fiscal 2003 of an approximate $&illion charge for the relocation of our UK digtution facility due to the increased growth
of our UK distribution and UK publishing businesses

Operating Income

Operating income for the three months eridlecember 31, 2002, was $66.8 million, compare®bth 8 million in the same period last
year. Operating income for the nine months endezkBéer 31, 2002, was $109.3 million, compared @ Billion in the same period le
year. The increase in operating income for theetimenths ended December 31, 2002 over the sanmpasit year was due to improveme
in our distribution business and, to a lesser degrar publishing business. Distribution operatimgpme improvement reflects increased
control over incremental costs and reductions adeunt related expenses. The increase in opeiatingie for the nine months ended
December 31, 2002 over the same period last yesupvimarily due to an increase in the success opablishing business due to the ben¢
generated by cross-platform releases and our a@difocus on building operating efficiencies andtoalling costs.

Investment Income, N

Investment income, net for the three moetided December 31, 2002 was $2.5 million as cosapar $0.3 million for the three months
ended December 31, 2001. Investment income, né¢héonine months ended December 31, 2002 was $i8iémas compared to $1.9 millic
for the nine months ended December 31, 2001. Tineseases were primarily due to higher average aadhshort-term investment balances.
For the nine months ended December 31, 2002, thease was partially offset by lower interest rates

Provision for Income Taxe

The income tax provision of $24.9 milliomda$41.7 million for the three and nine months enBecember 31, 2002, respectively,
reflects our effective income tax rate of approxieha36%. The significant item that generated tagance between our effective rate and
statutory rate of 35% was state taxes, partiallyadfby research and development tax credits. @akzation of deferred tax assets depends
primarily on the generation of future taxable in@re believe that it is more likely than not that will generate taxable income sufficient
to realize the benefit of net deferred tax assstsgnized.

Liquidity and Capital Resources

As of December 31, 2002, our primary sowfcéquidity is comprised of $359.0 million of dasind cash equivalents and $169.9 million
of short-term investments. We believe that we lfécient working capital ($617.1 million at Decber 31, 2002), as well as proceeds
available from our international credit facilitiédescribed below), to finance our operational regraents for at least the next twelve months,
including purchases of inventory and equipmentftneling of the development, production, marketimgl sale of new products and the
acquisition of intellectual property rights for fué products from third parties. We have histohctihanced our acquisitions through the
issuance of shares of common stock or a combinaficommon stock and cash. We will continue to eatd potential acquisition candidates
as to the benefit they bring to us and as to ollityato make such acquisitions.
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Cash Flows

Our cash and cash equivalents were $35Bi0mmat December 31, 2002 compared to $279.0iomlat March 31, 2002. This
$80.0 million increase in cash and cash equivaliemte nine months ended December 31, 2002, decl$49.1 million and $222.3 million
provided by operating and financing activities pexively, offset by $198.4 million utilized in igsting activities. The principal components
comprising cash flows from operating activitieslinited favorable operating results, tax benefitenfgiock option and warrant exercises and
seasonal increases in accounts payable, partifdlgtdy our continued investment in software depaient and intellectual property licenses
and seasonal increases in accounts receivableoRippately $123.4 million was expended in the nirenths ended December 31, 2002 in
connection with the acquisition of publishing ostdibution rights to products being developed hidtparties, the execution of new license
agreements granting us long-term rights to int&li@icproperty of third parties, as well as the talzation of product development costs
relating to internally developed products. The caséd in investing activities primarily was theukesf the investment of excess c



balances into short-term investment vehicles. Taed gf our short-term investments is to maximizeme while minimizing risk, maintaining
liquidity, coordinating with anticipated working gi¢al needs and providing for prudent investmemediification. Cash used in investing
activities was also the result of business comminatand equipment purchases. On May 20, 2002 cepgir@d all of the outstanding
ownership interests of Z-Axis Ltd. ("Z-Axis"), aipately held interactive software development compan exchange for $12.5 million in
cash and 249,190 shares of our common stock valuapproximately $8.2 million. Then, on Octobe2@02, we acquired all of the
outstanding ownership interests of Luxoflux Cofjhuioflux"), a privately held interactive softwadevelopment company, in exchange for
$9.0 million in cash.

The cash provided by financing activitiesarily is the result of proceeds from the Jun20Q2 issuance of 7,500,000 shares of our
common stock for proceeds of approximately $247l8am, net of offering costs, partially offset lmash used to purchase treasury stock and
enter into structured stock repurchase transact@ngctober 4, 2002, our Board of Directors au#tent a buyback program under which we
can repurchase up to $150.0 million of our commtonks Under the program, shares may be purchasdetasmined by management from
time to time in the open market or in privately aggted transactions, including privately negotiaséructured option transactions, and
through transactions in the options markets. Dejpgnoin market conditions and other factors, theselmses may be commenced or
suspended at any time or from time to time withmnigr notice. As of December 31, 2002, we had refpased approximately 1.8 million
shares of our common stock at an average costi8$per share for which $18.9 million was setttedash as of December 31, 2002 and
$5.0 million was settled in cash in January 200&difionally, under the Board approved buyback paogrwe entered into a series of
structured stock repurchase transactions in theeggte amount of $25.0 million. These transactioag be settled in cash or stock based on
the market price of our common stock on the dath@fettlement. Upon settlement, we will eitherehaur capital investment returned wit
premium or receive up to approximately 2.1 milleirares of our common stock, depending, respectigalyvhether the market price of our
common stock is above or below a pre-determinezb@greed in connection with each such transaction.

Credit Facilities

In June 1999, we obtained a $100.0 miltewolving credit facility and a $25.0 million teriman with a syndicate of banks (the "U.S.
Facility"). The revolving portion of the U.S. Fatjl provided us with the ability to borrow up to®@10 million, including issuing letters of
credit up to $80.0 million, on a revolving basisegt eligible accounts receivable and inventohe Term loan had a three-year term with
principal amortization on a straight-line quartdslsis beginning December 31, 1999, a borrowirglsased on the banks' base rate (which
was generally equivalent to the published prime)rplus 2% or LIBOR plus 3% and was to expire 20@2. The revolving portion of the
U.S. Facility had a borrowing rate based on the&kbdase rate plus 1.75% or LIBOR plus 2.75%. In
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May 2001, we accelerated our repayment of the audiing balance under the term loan portion of tie Bacility. In connection with the
accelerated repayment, we amended the U.S. Fathiy'Amended and Restated U.S. Facility"). Theefioed and Restated U.S. Facility
eliminated the term loan, reduced the revolvera®.@ million and reduced the interest rate to thekis' base rate plus 1.25% or LIBOR plus
2.25%. The Amended and Restated U.S. Facility wHateralized by substantially all of our assetd arpired in August 2002. Due to our
improved financial position, including significacdsh, cash equivalent and short-term investmeanhbak and minimal debt, we did not seek
additional bank financing upon the expiration &f imended and Restated U.S. Facility.

We have a revolving credit facility througar CD Contact subsidiary in the Netherlands {ttetherlands Facility"). The Netherlands
Facility permitted revolving credit loans and lestef credit up to Euro ("EUR") 2.5 million ($2.6iltion) as of December 31, 2002, based
upon eligible accounts receivable balances. Thaétkinds Facility is due on demand, bears intetegtEurocurrency rate plus 1.25%, is
collateralized by the subsidiary's accounts red#é/and inventory and a EUR 0.5 million ($0.5 roifl) guarantee made by our Centresoft
subsidiary through its bank facility and expiresgfiat 2003. As of December 31, 2002, there wereonmtvings or letters of credit
outstanding under the Netherlands Facility.

We also have revolving credit facilitieghwvour CentreSoft subsidiary located in the UnKéagdom (the "UK Facility") and our NBG
subsidiary located in Germany (the "German Fac)lits of December 31, 2002, the UK Facility prosttiCentresoft with the ability to
borrow up to Great British Pounds ("GBP") 8.0 noitli($12.8 million), including issuing letters okdit, on a revolving basis. Furthermore
of December 31, 2002, under the UK Facility, Cestfeprovided a EUR 0.5 million ($0.5 million) gaaatee which served as collateral for
the Netherlands Facility. The UK Facility bearseimgst at LIBOR plus 1.5%, is collateralized by sabsally all of the assets of the subsidiary
and expires in October 2003. The UK Facility alsatains various covenants that require the subrgitiiamaintain specified financial ratios
related to, among others, fixed charges. As of B 31, 2002, we were in compliance with theseenants. No borrowings were
outstanding against the UK Facility as of Decen8%r2002. The German Facility provided for revotyloans up to EUR 0.8 million
($0.8 million) as of December 31, 2002, bears egkat a Eurocurrency rate plus 2.5%, is collatedlby the subsidiary's accounts
receivable, inventory and certain property and gopaint and expires June 2003. No borrowings wergtanuding against the German Facility
as of December 31, 2002.

Commitments

In connection with our purchases of Nine@hmeCube and Game Boy software for distributioNarth America and Europe,
Nintendo requires us to provide either standbgtstof credit or cash prepayment prior to acceptunghase order



In the normal course of business, we entercontractual arrangements with third partiestfie development of products, as well as for
the rights to intellectual property. Under theseeagnents, we commit to provide specified paymentsdeveloper or intellectual property
holder, based upon contractual arrangements. Asgualii contractual provisions are met, the totalife minimum contract commitment for
contracts in place as of December 31, 2002 is appaiely $135.4 million and is scheduled to be m@dollows (amounts in thousands):

Fiscal year ending March 31,

2003 $ 23,68
2004 71,05(
2005 19,99:
2006 12,30(
2007 and thereaftt 8,42¢
Total $ 135,44°

.|
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Recently Issued Accounting Standards

In June 2002, the Financial Accounting 8tads Board ("FASB") issued SFAS No. 146, "Accaogfior Costs Associated with Exit or
Disposal Activities." SFAS No. 146 requires thag thability for costs associated with an exit osmtisal activity be initially measured at fair
value and recognized when the liability is incurr€de provisions of SFAS No. 146 are required taglied prospectively to exit or dispo
activities initiated after December 31, 2002.

In January 2003, the FASB issued SFAS M8, 1Accounting for Stock-Based Compensation-Ti@msiand Disclosure, an amendment
of FASB Statement No. 123." SFAS No. 148 provide=sraative methods of transition for a voluntaryanfbe to the fair value based method
of accounting for stock-based employee compensdti@tso requires disclosures in both annual aterim financial statements about the
method of accounting for stock-based employee cosgi®n and the effect of the method used on regodsults. SFAS No. 148 is effective
for annual and interim periods beginning after Deler 15, 2002. As we have elected not to changfeestair value based method of
accounting for stock-based employee compensatieradoption of SFAS No. 148 will not have an impgumbn our financial condition or
results of operations.

Factors Affecting Future Performance

In connection with the Private Securitigtigation Reform Act of 1995 (the "Litigation ReforAct"), we have disclosed certain
cautionary information to be used in connectiorhwititten materials (including this Quarterly Rejpon Form 10-Q) and oral statements
made by or on behalf of our employees and repratees that may contain "forward-looking statemémtithin the meaning of the Litigation
Reform Act. Such statements consist of any stateotler than a recitation of historical fact and b& identified by the use of forward-
looking terminology such as "may," "expect,” "aigate," "estimate" or "continue” or the negativerthof or other variations thereon or
comparable terminology. The listener or readernigioned that all forward-looking statements areessarily speculative and there are
numerous risks and uncertainties that could cactsgbevents or results to differ materially fronose referred to in such forward-looking
statements. For a discussion that highlights sdntteeamore important risks identified by managembnt which should not be assumed tc
the only factors that could affect future performansee our Annual Report on Form 10-K for thedligear ended March 31, 2002 which is
incorporated herein by reference. The reader mrles is cautioned that we do not have a polioypofating or revising forward-looking
statements and thus he or she should not assuirglémze by management over time means that agweaits are bearing out as estimated in
such forward-looking statements.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk

Market risk is the potential loss arisimgrfi fluctuations in market rates and prices. Ourkaiarisk exposures primarily include
fluctuations in interest rates and foreign curreegghange rates. Our market risk sensitive instnisnare classified as "other than trading.
Our exposure to market risk as discussed belowdled "forward-looking statements" and representsstimate of possible changes in fair
value or future earnings that would occur assurhiyypthetical future movements in interest rateforgign currency exchange rates. Our
views on market risk are not necessarily indicativactual results that may occur and do not regrethe maximum possible gains and lo:
that may occur, since actual gains and losseddiffiir from those estimated, based upon actuatdkitons in foreign currency exchange
rates, interest rates and the timing of transastion

Interest Rate Risl

Our exposure to market rate risk for chariganterest rates relates primarily to our inwett portfolio. We do not use derivati



financial instruments in our investment portfoNde manage our interest rate risk by maintaininghaastment portfolio consisting primarily
of debt instruments with high credit quality anthtizely short average maturities. We also managdrdgerest rate risk by

31

maintaining sufficient cash and cash equivalerafiads such that we are typically able to hold puestments to maturity. As of
December 31, 2002, our cash equivalents and shiontihvestments included debt securities of $2&tllilon.

The following table presents the amounts rtated weighted average interest rates of axgsiment portfolio as of December 31, 2002
(amounts in thousands):

Average Amortized Fair
Interest Rate Cost Value
Cash equivalent
Fixed rate 1.6% % 110,14: $ 110,07¢
Variable rate 1.32 110,99: 110,99:
Shor-term investment
Fixed rate 2.47% $ 169,31: $ 169,87«

Our short-term investments generally mahg®veen three months and two years.
Foreign Currency Exchange Rate Risk

We transact business in many differentifpreurrencies and may be exposed to financial etaikk resulting from fluctuations in
foreign currency exchange rates, particularly GB&® BUR. The volatility of GBP and EUR (and all atlapplicable currencies) will be
monitored frequently throughout the coming year.@iWhppropriate, we enter into hedging transaciiosder to mitigate our risk from
foreign currency fluctuations. We will continueuse hedging programs in the future and may usewcyrforward contracts, currency
options and/or other derivative financial instruisecommonly utilized to reduce financial markeksisf it is determined that such hedging
activities are appropriate to reduce risk. We dbhadd or purchase any foreign currency contramtgrading purposes. As of December 31,
2002, we had no material outstanding hedging cotsra

Market Price Risk

With regard to the structured stock repasehtransactions described in Note 15 in the Notdse Consolidated Financial Statements, it
is possible that at settlement we could take dselie¢ shares at an effective repurchase price hitian the then market price.

Iltem 4. Controls and Procedures

Within 90 days prior to the date of thipag, we carried out an evaluation, under the sigien and with the participation of our
principal executive officer and principal financ@ficer, of the effectiveness of the design andrapion of our disclosure controls and
procedures. Based on this evaluation, our prin@gatutive officer and principal financial officeoncluded that our disclosure controls and
procedures are effective in timely alerting thenmiaterial information required to be included irr periodic reports filed with the Securities
and Exchange Commission. In addition, we reviewadmternal controls, and there have been no s@mif changes in our internal controls
or in other factors that could significantly affélsbse internal controls subsequent to the dateanged out our last evaluation.
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PART II—OTHER INFORMATION
Item 1. Legal Proceedings

We are party to routine claims and suitaight by us and against us in the ordinary courgisiness including disputes arising over the
ownership of intellectual property rights, contradtclaims and collection matters. In the opinidmanagement, the outcome of such routine
claims will not have a material adverse effect antwusiness, financial condition or results of @piens.



Item 6. Exhibits and Reports on Form 8-K

(@  Exhibits

11

3.1

3.2

3.3

3.4

3.5

4.1

10.1

10.2
99.1
99.2
99.3

Underwriting agreement between Activision and GadiSachs & Co. dated June 4, 2002
(incorporated by reference to Exhibit 1.1 of Actiein's K, filed June 6, 2002

Amended and Restated Certificate of Incorporatitated June 1, 2000 (incorporated by reference to
Exhibit 2.5 of our Current Report on Forr-K, filed on June 16, 2000

Certificate of Amendment of Amended and Restatedif@ate of Incorporation, dated June 9, 2000
(incorporated by reference to Exhibit 2.7 of our@at Report on Form-K, filed on June 16, 2000

Certificate of Amendment of Amended and Restatedifidate of Incorporation, dated August 23,
2001 (incorporated by reference to Exhibit 3.3 afiéxdment No. 1 to our Registration Statement on
Form &3, Registration No. 366280, filed on August 31, 200:

Certificate of Designation of Series A Junior Prefd Stock, dated December 27, 2001 (incorporated
by reference to Exhibit 3.4 of our Quarterly RepmrtForm 10-Q for the quarterly period ended
December 31, 2001

Amended and Restated By-laws dated August 1, 20@0rporated by reference to Exhibit 3.2 of our
Current Report on Formr-K, filed July 11, 2001)

Rights Agreement dated as of April 18, 2000, betweeand Continental Stock Transfer & Trust
Company, which includes as exhibits the form oftRiGertificates as Exhibit A, the Summary of
Rights to Purchase Series A Junior Preferred Sasdkxhibit B and the form of Certificate of
Designation of Series A Junior Preferred Stock dfiAsion as Exhibit C (incorporated by referenc
our Registration Statement on For-A, Registration No. 0(-15839, filed April 19, 2000

Employment agreement dated November 20, 2002, leetetivision Publishing, Inc. and George
Rose.

Activision, Inc. 2002 Studio Employee Retentiondntive Plan
Certification of Robert A. Kotick pursuant to Secti906 of the Sarbar-Oxley Act of 2002
Certification of Ronald Doornink pursuant to Sent®06 of the Sarban-Oxley Act of 2002

Certification of William J. Chardavoyne pursuantection 906 of the Sarba-Oxley Act of 2002
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(b) Reports on Form 8-K

1.1

1.2

We filed a Form 8-K on October 11, 2002, reportimgler "ltem 7. Financial Statements, Pro Forma
Financial Statements and Exhibits" and "ltem 9.Ratipn FD Disclosure" issuing a press release
announcing a buyback program under which we camrcbase up to $150 million of our common stock
and issuing a press release announcing our adqguisit Luxoflux Corporation

We filed a Form 8-K on December 17, 2002, reportinder "ltem 7. Financial Statements, Pro Forma
Financial Statements and Exhibits" and "ltem 9.Ratipn FD Disclosure" issuing a press release
announcing revenue and earnings guidance for tteeahd fourth fiscal quarters for the 2003 fisgahr
and for the full 2003 and 2004 fiscal ye:
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SIGNATURES

Pursuant to the requirements of the Seeariixchange Act of 1934, the Registrant has dalised this report to be signed on its behalf
by the undersigned thereunto duly authorized.

Date: January 31, 20(
ACTIVISION, INC.

/sl WILLIAM J. CHARDAVOYNE

William J. Chardavoyne
Executive Vice President and Chief Financial Offi
(Principal Financial and Accounting Office
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CERTIFICATIONS
CERTIFICATION
I, Robert A. Kotick, Chairman and Chief Executivéi€er of Activision, Inc., certify that:

1. | have reviewed this quarterly report on Form 10fQctivision, Inc.;

2. Based on my knowledge, this quarterly report da#santain any untrue statement of a materialéacmit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlprep

3. Based on my knowledge, the financial statement odimer financial information included in this qteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in
this quarterly report;

4. The registrant's other certifying officers andé aesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-1#{he registrant and we have:

a) designed such disclosure controls and proceduressore that material information relating to tegistrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this
quarterly report is being prepared,;

b) evaluated the effectiveness of the registrantdalsire controls and procedures as of a date watbidays prior to the filing
date of this quarterly report (the "Evaluation Datand

C) presented in this quarterly report our conclus@nsut the effectiveness of the disclosure conantsprocedures based on our
evaluation as of the Evaluation Date;

5. The registrant's other certifying officers and Véalisclosed, based on our most recent evaludatidhge registrant's auditors and the
audit committee of registrant's board of direc{orspersons performing the equivalent function):

a) all significant deficiencies in the design or opena of internal controls which could adverselyeaff the registrant's ability to
record, process, summarize and report financia datl have identified for the registrant's auditorg material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involvesnaggement or other employees who have a significéain the registrant's
internal controls; and

6. The registrant's other certifying officers and Vé@andicated in this quarterly report whether ot there were significant changes in
internal controls or in other factors that coulginsficantly affect internal controls subsequenttie date of our most recent evaluation,
including any corrective actions with regard tongfigant deficiencies and material weaknes



Date: January 31, 20(

/s/ ROBERT A. KOTICK

Robert A. Kotick
Chairman and Chief Executive Offic
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CERTIFICATION

I, Ronald Doornink, President of Activision IncndaChief Executive Officer of Activision Publishinmc., certify that:

1.

2.

| have reviewed this quarterly report on Form 1@fQctivision, Inc.;

Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdacimit to state a material fact
necessary to make the statements made, in lighedfircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlprep

Based on my knowledge, the financial statementsoéimer financial information included in this qteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in
this quarterly report;

The registrant's other certifying officers andé aesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-1#he registrant and we have:

a) designed such disclosure controls and proceduressiore that material information relating to tegistrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in which this
quarterly report is being prepared;

b) evaluated the effectiveness of the registrantdalisre controls and procedures as of a date witidays prior to the filing
date of this quarterly report (the "Evaluation Dgtand

C) presented in this quarterly report our conclus@nsut the effectiveness of the disclosure conantsprocedures based on our
evaluation as of the Evaluation Date;

The registrant's other certifying officers and Vé&alisclosed, based on our most recent evaludatidhe registrant's auditors and the
audit committee of registrant's board of direc{orspersons performing the equivalent function):

a) all significant deficiencies in the design or opiena of internal controls which could adverselyeaff the registrant's ability to
record, process, summarize and report financia datl have identified for the registrant's auditong material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involvesnagement or other employees who have a significémin the registrant's
internal controls; and

The registrant's other certifying officers and V@andicated in this quarterly report whether ot there were significant changes in
internal controls or in other factors that coulgngiicantly affect internal controls subsequenttte date of our most recent evaluation,
including any corrective actions with regard tongfigant deficiencies and material weaknesses.

Date: January 31, 20(

/s/ RONALD DOORNINK

Ronald Doornink
President, Activision, Inc. ar
Chief Executive Officer, Activision Publishing, |
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CERTIFICATION

I, William J. Chardavoyne, Executive Vice Presidantl Chief Financial Officer of Activision, Inc.exify that:

1.

2.

| have reviewed this quarterly report on Form 1@f@ctivision, Inc.;

Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdacimit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlprep

Based on my knowledge, the financial statementsoéimer financial information included in this qteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in
this quarterly report;

The registrant's other certifying officers andé aesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-1#he registrant and we have:

a) designed such disclosure controls and proceduressiore that material information relating to tegistrant, including its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod in which this
quarterly report is being prepared;

b) evaluated the effectiveness of the registrantdalisre controls and procedures as of a date witidays prior to the filing
date of this quarterly report (the "Evaluation Dgtand

C) presented in this quarterly report our conclus@nsut the effectiveness of the disclosure contantsprocedures based on our
evaluation as of the Evaluation Date;

The registrant's other certifying officers and Vé&alisclosed, based on our most recent evaludatidhe registrant's auditors and the
audit committee of registrant's board of direc{orspersons performing the equivalent function):

a) all significant deficiencies in the design or opiena of internal controls which could adverselyeaff the registrant's ability to
record, process, summarize and report financia datl have identified for the registrant's auditong material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involvesnagement or other employees who have a signifioémin the registrant's
internal controls; and

The registrant's other certifying officers and V@andicated in this quarterly report whether ot there were significant changes in
internal controls or in other factors that coulgngiicantly affect internal controls subsequenttte date of our most recent evaluation,
including any corrective actions with regard tonsigant deficiencies and material weaknesses.

Date: January 31, 20(

/sl WILLIAM J. CHARDAVOYNE

William J. Chardavoyne
Executive Vice President and Chief Financial Offi
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Exhibit 10.1
As of November 20, 20(

George Rose
3041 Hutton Drive
Beverly Hills, California 90210

Dear Mr. Rose:
This letter confirms the terms of your employmentztivision Publishing, Inc. ("Employer"), on tlierms and conditions set forth below.
1. Term

(a) The initial term of your employmentden this agreement shall commence on November@P, 8nd expire on March 31, 2005,
unless earlier terminated as provided below (th&idl term").

(b) Employer shall have the option to ext¢he initial term of this agreement for an adufitil successive one-year period. The initial
term and the option period, if exercised, shalidferred to as the "term."

(c) Employer may exercise the option gedrtb it under this agreement by giving writteniceoto Employee at least sixty (60) days
prior to the expiration of the initial term.

2. Salary

(a) In full consideration for all rightaservices provided by you under this agreement,shall receive an annual base salary of
$240,000 from the effective date of this Agreenter®ctober 31, 2003. On November 1, 2003, your ahbase salary will be increased to
$260,000. On November 1, 2004, your annual baseysaill be increased to $280,000. If Employer &i®gs its option pursuant to
Paragraph 1(b), your annual base salary on Noveit#505, will be increased to $300,000.

(b) Base salary payments shall be madedordance with Employer's then prevailing paypolicy. Each base salary referred to in
Paragraph 2(a) shall constitute your minimum basarg during the applicable period, and your badaerg may be increased above the
minimum at any time if Employer's Board of Directdor the Compensation Committee of such Boardifdibrs), in its sole and absolute
discretion, elects to do so. In the event of amgiase in your base salary beyond the applicablenmuim base salary for a particular period,
such increased base salary shall then constitwtergmimum base salary for all subsequent periodieuthis agreement.

(c) Employer shall not be required to aifuuse your services during the term of this agrent. You will not be permitted or authori;
to act on behalf of Employer if Employer is notfiaing your services unless specifically authorizedvriting to the contrary by Employer. If
Employer chooses not to use your services, Emplailecontinue your coverage under Employer's Hedite insurance and disability plans,
and participation in Employer's 401(k) plan durihis period. Payment of your base salary duringehm of your employment under this
agreement will discharge Employer's obligationgdo hereunder. Your obligations to Employer untés agreement generally, and
specifically with regard to Paragraph 8, shall coarg throughout the term of this agreement. Moreoy@u have an obligation to abide by



terms of the Employee Proprietary Information Ac¢euted by you.

(d) In addition to your base salary, yoayrbe eligible to receive an annual discretionamyus. Your target bonus is 55%, provided that
the actual amount of this bonus, if any, is witthia sole and absolute discretion of the Employgward of Directors (or the Compensation
Committee of the
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Board of Directors). Certain of the criteria théliWwe considered to evaluate your eligibility falbonus is your achievement of specific
objectives and/or your contribution to the sucagfste corporate goals and objectives. Employersall financial performance will also be
considered in determining whether any bonus is dedhand, if so, the amount. Discretionary bonu$gsanted, are generally paid to
employees in May. You must remain continuously exygdl by Employer through the date on which therdismnary bonus is paid to be
eligible to receive a bonus. Employer retains thbtrto modify, at any time, any and all of theteria used to determine whether Employee is
eligible for a bonus and, if so, the amount of angh bonus.

(e) You also are being granted, undetttévision Inc. ("company") existing or modified Bod-approved stock option plan, a non-
qualified stock option ("NQSO") to purchase 40,8D@res of the company's common stock. Such optionaddition to the stock options of
Employer previously granted to you. The option tioghase 40,000 shares referred to above will @ably over four years, with one fourth
of the amount granted vesting at the end of eaah yiéne option will have an exercise price that bé the market low of such common stock
on the date that it is issued, and will be goveiinegll other respects by the company's stock ogtian in effect at the time of the grant.

3. Title
You are being employed under this agreernmetfite position of Sr. Vice President, Legal andgsiBess Affairs and General Counsel.
4. Duties

You shall personally and diligently perfqorom a fulltime and exclusive basis, such services as Emplmyany of its related or affiliate
entities or divisions may reasonably require. Yoaiaso required to read, review and observe d@lnoployer's existing policies, procedures,
rules and regulations as well as those adoptedgyldyer during the term of your employment. Youhail all times perform all of the duties
and obligations required by you under this agredrmea loyal and conscientious manner and to thet dleyour ability and experience.

5. Expenses

To the extent you incur necessary and restse business expenses in the course of your gmplat, you shall be reimbursed for such
expenses, subject to Employer's then current gslicégarding reimbursement of such business expense

6. Other Benefits

You shall be entitled to those benefitsahhire standard for persons in similar positiorts &imployer, including coverage under
Employer's health, life insurance and disabilitgrd, and eligibility to participate in Employer®14k) plan. Nothing paid to you under any
such plans and arrangements (nor any bonus or spiiins which Employer's Board of Directors (o tBompensation Committee of such
Board of Directors), in its sole and absolute dition, shall provide to you)) shall be deemedé ior paid on account, of your base salary.
You expressly agree and acknowledge that afteexp@ation or early termination of the term of yamployment under this agreement
pursuant to paragraph 9, you are entitled to ndtiadd!l benefits, except as specifically providedlar the benefit plans referred to above and
those benefit plans in which you subsequently nenplne a participant, and subject in each caseettetims and conditions of each such
plan. Notwithstanding anything to the contraryfeeth above, you shall be entitled to receive thoseefits provided by COBRA upon the
expiration or earlier termination of this agreement
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7. Vacation and Paid Holidays

(&) You will be entitled to paid vacatidays in accordance with the normal vacation pdiceEmployer in effect from time to time,
provided that in no event shall you be entitletess than twenty (20) days of paid vacation per.yea

(b) You shall be entitled to all paid holidays givenByployer to its fu-time employees



8. Protection of Employer's Interests

(a) Duty of Loyalty. During the term of your employment, you willtremmpete in any manner, whether directly or inttlye as a
principal, employee, agent or owner, with Employegrany affiliate of Employer, except that the fgoang will not prevent you from holding
at any time less than five percent (5%) of the tamiding capital stock of any company whose stoguldicly traded.

(b) Property of Employer.  All rights worldwide with respect to any andliatellectual or other property of any nature proed,
created or suggested by you during the term of gouyployment or resulting from your services whighrélate in any manner at the time of
conception or reduction to practice to the actualemonstrably anticipated business of Employ8rrésult from or are suggested by any task
assigned to you or any work performed by you oreliedf Employer, or (iii) are based on any propeartyned or idea conceived by Employ
shall be deemed to be a work made for hire and Bbdhe sole and exclusive property of Employeyu™gree to execute, acknowledge and
deliver to Employer, at Employer's request, suecth&r documents, including copyright and patenigassents, as Employer finds appropri
to evidence Employer's rights in such property.

(c) Confidentiality. Any confidential and/or proprietary informatiohEmployer or any affiliate of Employer shall rim used by
you or discloseor made available by you to any person exceptasned in the course of your employment, and upggiration or earlier
termination of the term of your employment, youlksteturn to Employer all such information whichigts in written or other physical form
(and all copies thereof) under your control. Withlimiting the generality of the foregoing, you adwledge signing and delivering to
Employer the Activision Employee Proprietary Inf@tion Agreement and you agree that all terms anditions contained in such
agreement, and all of your obligations and commitim@rovided for in such agreement, shall be deearedi hereby are, incorporated into
this agreement as if set forth in full herein. Jnevisions of this paragraph shall survive the etfon or earlier termination of this agreem

(d) Covenant Not to Solicit. After the expiration of the term of this agresror earlier termination of your employment parsito
Paragraphs 9(a) or (b) of this agreement for aagae whatsoever, you shall not, either alone atljgiwith or on behalf of others, directly or
indirectly, whether as principal, partner, agehgreholder, director, employee, consultant or etfss, at any time during a period of one
(1) year following such expiration or terminatiarffer employment to, or directly or indirectly satithe employment or engagement of, or
otherwise entice away from the employment of Emetayr any affiliated entity, either for your owncacint or for any other person firm or
company, any person who was employed by Employangisuch affiliated entity during the term of y@amployment, whether or not such
person would commit any breach of his or her cattwédemployment by reason of his or her leavirgdharvice of Employer or any affiliated
entity.

9. Termination

(&) Employer. At any time during the term of this agreemé&mtployer may terminate your employment under thigement for
your (i) willful, reckless or gross misconduct) fiiegligent performance of job responsibilities) ionviction of a felony or crime involvin
dishonesty or moral turpitude, or (iv) commitmehty prohibited conduct listed in Section 7.2 ofjfdoyer's Employee Handbook.
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(b) Employee. You may terminate your employment under thi®ament (and, thereby, forfeit your right to reeeainy
compensation or benefits under this agreementip@h any relocation of the place at which you primare performing your services to
Employer to a location which is outside Los Angelerinty, or (ii) if Employer elects to not actuallge your services and continues to pay
your base salary pursuant to Paragraph 2(c) alomeegeriod of one hundred twenty (120) consecutanes.

(c) Death or Disability. In the event of your death during the termhis greement, this agreement shall terminate amaldyer
only shall be obligated to pay your estate or legptesentative the salary provided for above ecetkitent earned by your prior to your death.
In the event you are unable to perform the serviegsired of you under this agreement as a re$albhy disability, and such disability
continues for a period of 60 or more consecutiyesaa an aggregate of 90 or more days during aApd@th period during the term of this
agreement, then Employer shall have the rightsaiption, to terminate your employment under #igigeement. Unless and until so
terminated, during any period of disability duriwbich you are unable to perform the services reguaf you under this agreement, your t
salary shall be payable to the extent of, and stibge Employer's policies and practices then faafwith regard to sick leave and disability
benefits.

(d) Termination of Obligations. In the event of the termination of your empl@&munder this agreement pursuant to Paragraph 9
(@) or 9(b), all obligations of Employer to you @ndhis agreement shall immediately terminate.

10. Use of Employee's Name
Employer shall have the right, but not ¢fdigation, to use your name or likeness for anlyligity or advertising purpose.

11. Assignment



Employer may assign this agreement orradiny part of its rights under this agreement tp emtity which succeeds to all or substanti
all of Employer's assets (whether by merger, adtpris consolidation, reorganization or otherwisewhich Employer may own
substantially, and this agreement shall inure ¢obibnefit of such assignee.

12. No Conflict with Prior Agreements

You represent to Employer that neither ysmmmencement of employment under this agreemerthegerformance of your duties
under this agreement conflicts or will conflict twvikny contractual commitment on your part to arrdtharty, nor does it or will it violate or
interfere with any rights of any third party.

13. Representations and Warranties

Employee represents and warrants that 8@twevided Employer with complete and accuratermtion regarding his skills and
experience. Employee further represents and warthat he has the skills and abilities to perfdanmjbb responsibilities for which he is be
hired (seeparagraphs 3 and 4, above) based on his skillegperience. Based on Employee's representatioasdiag his skills and
abilities, Employer has agreed to hire and comperiSmployee pursuant to the terms of this agreement

14. General Provisions

(a) Entire Agreement. This agreement supersedes all prior or conteamgous agreements and statements, whether woittenal,
concerning the terms of your employment with Emplownd no
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amendment or modification of this agreement shabimding unless it is set forth in a writing sigriey both Employer and Employee. To the
extent that this agreement conflicts with any offtoyer's policies, procedures, rules or regulatitinis agreement shall supersede the other
policies, procedures, rules or regulations. WitHoniting the generality of the foregoing, you ackvledge that this agreement supersedes
your prior written agreement with Employer dategt8enber 15, 1999, and such agreement is herebgrdddierminated and of no furtt

force and effect.

(b) No Broker. You have given no indication, representatios@nmitment of any nature to any broker, findegragr other third
party to the effect that any fees or commissionanyf nature are, or under any circumstances mighpdyable by Employer or any affiliate
Employer in connection with your employment undes igreement.

(c) Waiver. No waiver by either party of any breach by dtteer party of any provision or condition of thiraement shall be
deemed a waiver of any similar or dissimilar prasor condition at the same or any prior or subsed time.

(d) Prevailing Law. Nothing contained in this agreement shall hestmed so as to require the commission of angattrary to
law and wherever there is any conflict betweengnayision of this agreement and any present oréustatute, law, ordinance or regulation,
the latter shall prevail, but in such event thevigion of this agreement affected shall be curth#lad limited only to the extent necessary to
bring it within legal requirements.

(e) Expiration. This agreement does not constitute a commitmmieBmployer with regard to your employment, exgresimplied,
other than to the extent expressly provided foelmetUpon expiration of the term of this agreemérns, the contemplation of both parties that
your employment with Employer shall cease, and tieither Employer nor you shall have any obligatmthe other with respect to yo
continued employment. In the event that your emplent continues for a period of time following tleenh unless and until agreed toin ar
subscribed written document, such continuationaefryemployment shall be "at will," and may be terated without obligation at any time
by either party giving notice to the other.

() Choice of Law. This agreement shall be governed by and cagtruaccordance with the laws of the State off@alia without
regard to conflict of law principles.

(9) Immigration. In accordance with the Immigration Reform arahtol Act of 1986, employment under this agreenigent
conditioned upon satisfactory proof of your idgntind legal ability to work in the United States.

(h) Venue and Jurisdiction. The parties agree that all actions or procepdinitiated by either party hereto arising dirgait
indirectly out of this agreement shall be litigatedederal or state court in Los Angeles, CalifariThe parties hereto expressly submit and
consent in advance to such jurisdiction and adraeservice of summons and complaint or other m®oe papers may be made by registered
or certified mail addressed to the relevant partha address set forth below. The parties heraiwanany claim that a federal or state court in
Los Angeles, California, is an inconvenient or mapioper forum



(i) Severability. If any provision of this agreement is held &ilegal, invalid or unenforceable under existorguture laws
effective during the term of this agreement, sudvigions shall be fully severable, the agreembatl e construed and enforced as if such
illegal, invalid or unenforceable provision had eaecomprised a part of this agreement, and theineénggprovisions of this agreement shall
remain in full force and effect and shall not bieeted by the illegal, invalid or unenforceablepston or by its severance from this
agreement. Furthermore, in lieu of such illegalaiid or unenforceable provision, there shall béestlautomatically as part of this agreement
a provision as similar in terms to such illegal;ahd or unenforceable provision as may be posshltbe legal and enforceable.
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() Legal Counsel. Employee acknowledges that he has been giveoghortunity to consult with legal counsel of twgn choosing
regarding this agreement. Employee understandagmeds that Activision's General Counsel, or ahgmoattorney or member of
management who has discussed any term or condititiris agreement with him, is only acting on béladlthe company and not on behalf of
Employee.

(k) Right to Negotiate. Employee hereby acknowledges that he has been the opportunity to participate in the negatiatof the
terms of this agreement.

() Services Unigue. You recognize that the services being perforimegou under this agreement are of a special,ugignusual,
extraordinary and intellectual character givinghthe peculiar value, the loss of which cannot bearably or adequately compensated for in
damages, and in the event of a breach of this agmeeby you (particularly, but without limitatiowjth respect to the provisions hereof
relating to the exclusivity of your services and tirovisions of paragraph 8 of this agreement).

(m) Injunctive Relief.  In the event of a breach or threatened bre&thiagreement, you hereby agree that any reraetiyw for
any breach or threatened breach of this agreemi#iftennadequate and, accordingly, each party ihestipulates that the other is entitled to
obtain injunctive relief for any such breacheshveatened breaches. The injunctive relief provigedn this paragraph is in addition to, an
not in limitation of, any and all other remediedaat or in equity otherwise available to the apalite party. The parties agree to waive the
requirement of posting a bond in connection wittoart's issuance of an injunction.

(n) Remedies Cumulative. The remedies in this paragraph are not exdasind the parties shall have the right to pursiyeother
legal or equitable remedies to enforce the ternthisfagreement.

(o) Attorneys' Fees And Costs. If either party brings an action to enforceemret or apply the terms of this agreement ofadec
its rights under this agreement, the prevailingyper such action, including all appeals, shalleige all of its or his attorneys' fees, experts'
fees, and all of its or his costs, in additionuelsother relief as may be granted.

15. Notices

All notices which either party is requiredmay desire to give the other shall be in writargl given either personally or by depositing
the same in the United States mail addressed tpdittg to be given notice as follows:

To Employer: 3100 Ocean Park Boulevard
Santa Monica, California 90405
Attention: Senior Vice President,
Business Affairs and General Coun

To Employee: 3041 Hutton Drive
Beverly Hills, California 90211

Either party may by written notice designatdifferent address for giving of notices. Theedd mailing of any such notices shall be
deemed to be the date on which such notice is given

16. Headings

The headings set forth herein are inclustddly for the purpose of identification and shmadt be used for the purpose of construing the
meaning of the provisions of this agreement.

Page 6




If the foregoing accurately reflects ourtaal agreement, please sign where indicated.

ACCEPTED AND AGREED TO:

Employer Employee
By: /sl MICHAEL ROWE By: /si GEORGE ROSE
Michael Rowe George Rose

Executive Vice Presider
Human Resource

Date: 11/20/02 Date: 11/20/02
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Exhibit 10.2

As Adopted by the Board of Directors
On December 16, 2002

ACTIVISION, INC.
2002 STUDIO EMPLOYEE RETENTION INCENTIVE PLAN

ACTIVISION, INC., a corporation formed undbe laws of the State of Delaware (the "Companygyeby establishes and adopts the
following 2002 Studio Employee Retention IncentiRlan (the "Plan”).

RECITALS

WHEREAS, the Company desires to encouragfelbvels of performance by those employees amtractors working for the
Company's studios who are key to the success @@ dnepany and to encourage such employees and camgavorking for the Company's
studios to remain as employees of the Companytarsiibsidiaries by increasing their proprietargiiest in the Company's growth and
success.

WHEREAS, to attain these ends, the Compesyformulated the Plan embodied herein to autbdhie granting of incentive awards
through grants of share options ("Options") or tgaf Restricted Share Awards (hereafter defineallerunder the Plan to those persons
(each such person, a "Participant”) whose judgnieitibtive and efforts are or have been or willresponsible for the success of the
Company.

NOW, THEREFORE, the Company hereby corstituestablishes and adopts the following Planagnees to the following provisions:

ARTICLE 1.
PURPOSE OF THE PLAN

1.1. Purpose.The purpose of the Plan is to assist the Compadytaisubsidiaries in retaining selected key emgésyand contractors
working for the Company's studios whose judgmaenitiative and efforts are responsible for the sgsa&f the Company and its subsidiaries
and to help the Company and its subsidiaries senmdeaetain the services of such individuals. Qygtigranted under the Plan will be
nonqualified share options." For purposes of tteenPthe term "subsidiary" shall mean "subsidiampoaation,” as such term is defined in
Section 424(f) of the Code, and "affiliate" shadhMie the meaning set forth in Rule 12b-2 of the 8tes Exchange Act of 1934, as amended
(the "Exchange Act"). For purposes of the Plan t¢hm "Award" shall mean a grant of an Option grant of a Restricted Share Award mi
under the terms of the Ple



ARTICLE 2.
SHARES SUBJECT TO AWARDS

2.1. Number of ShareSubject to the adjustment provisions of Sectionh&@of, the aggregate number of Company shares of
common stock, par value $.000001 per share ("SHamich may be issued under Awards under the Ridwether pursuant to Options or
Restricted Share Awards shall not exceed 800,000ptions to purchase fractional Shares shall batgd or issued under the Plan. For
purposes of this Section 2.1, the Shares that bhatbunted toward such limitation shall includeSilares:

(1) issued or issuable pursuant to Optthas have been or may be exercised; and
(2) issued as, or subject to issuanceRestricted Share Award.

2.2. Shares Subject to Terminated Awartise Shares covered by any unexercised portiorerwfinated Options granted under
Article 4 and Shares subject to any Awards whighatherwise surrendered by the Participant withectiving any payment or other benefit
with respect thereto may again be subject to newvar@le/under the Plan. In the event the purchase pfian Option is paid in

whole or in part through the delivery of Shares, tiumber of Shares issuable in connection witleksecise of the Option shall not again be
available for the grant of Awards under the Plan.

2.3. Character of SharesShares delivered under the Plan may be authorizédimissued Shares or Shares acquired by the Cgmpan
or both.

ARTICLE 3.
ELIGIBILITY AND ADMINISTRATION

3.1. Awards to Studio Employedarticipants who receive (i) Options under Artidlaereof ("Optionees”), and (ii) Restricted Share
Awards under Article 5 shall consist of such kayd& employees of the Company or any of its subsiel$ or affiliates as the Committee (as
defined in Section 3.2 below) shall select frometita time. Executive officers and Directors (asrdsd in Section 3.2 below) of the Compe
shall not be eligible to receive Awards under tl@enPThe Committee's designation of an Optione@asticipant in any year shall not require
the Committee to designate such person to receinards or grants in any other year. The designatfan Optionee or Participant to receive
Awards or grants under one portion of the Planlstalrequire the Committee to include such Opt@ooeParticipant under other portions of
the Plan.

3.2. Administration(a) The Plan shall be administered by a committee"@uwnmittee") consisting of not fewer than two Dit@s of
the Company (the directors of the Company beingihafter referred to as the "Directors"), as desigd by the Directors. The Directors may
remove from, add members to, or fill vacancieshim€ommittee. Unless otherwise determined by tmedrs, each member of the
Committee will be a "non-employee director" witlire meaning of Rule 16b-3 (or any successor rdl#)eoExchange Act and an "outside
director" within the meaning of Section 162(m)(4){Tof the Internal Review Code of 1986, as ameh(ke "Code") and the regulations
thereunder.

(b) The Committee is authorized, subject to the mionis of the Plan, to establish such rules andaégos as it may deem
appropriate for the conduct of meetings and pragleninistration of the Plan. All actions of the Coitiee shall be taken by majority
vote of its members.

(c) Subject to the provisions of the Plan, the Coneaishall have authority, in its sole discretiangtant Awards under the
Plan, to interpret the provisions of the Plan amdhject to the requirements of applicable law,udiig Rule 16b-3 of the Exchange
Act, to prescribe, amend, and rescind rules andlatigns relating to the Plan or any Award therearras it may deem necessary or
advisable. The Committee shall have no authoritgthice the exercise price of any Options grantelfuthe Plan (except in
connection with adjustments pursuant to Sectiorb&l8w). All decisions made by the Committee punsua the provisions of the
Plan shall be final, conclusive and binding ormpaitsons, including the Company, its shareholdeirgcibrs and employees, and other
Plan participants.

ARTICLE 4.
OPTIONS

4.1. Grant of OptionsThe Committee shall determine, within the limitasoof the Plan, those key studio employees of thafany
and its subsidiaries and affiliates to whom Optiaresto be granted under the Plan and the numtighanfes that may be purchased under
such Option and the option price.

4.2. Share Option Agreements; efdl Options granted pursuant to this Article 4 st (a) authorized by the Committee and
(b) evidenced in writing by share option agreemé€t@tare Option Agreements") in such form and daoimg such terms and conditions



the Committee shall determine that are not incomsisvith the provisions of the Plan. Granting nf@ption pursuant to
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the Plan shall impose no obligation on the recipierexercise such Option. Any individual who isugted an Option pursuant to this Article 4
may hold more than one Option granted pursuanic¢b érticle at the same time.

4.3. Option Price.The option exercise price per share of each Shaehasable under any "nonqualified share optioat ihgranted
pursuant to this Article 4 shall be determined iy Committee at the time of the grant of such Qptiout shall not be less than 85% of the
Fair Market Value of such Share on the date ofjtlamt of such Option.

4.4, Other ProvisionsOptions granted pursuant to this Article 4 shalhimde in accordance with the terms and provisidrstale 6
hereof and any other applicable terms and provésidrthe Plan.

ARTICLE 5.
RESTRICTED SHARE AWARDS

5.1. Restricted Share Award&) Grant. A grant of Shares made pursuant to this Article iferred to as a "Restricted Share Awa
The Committee may grant to any Participant an amofuShares in such manner, and subject to suafistand conditions relating to vesting,
forfeitability and restrictions on delivery andneder (whether based on performance standardedseof service or otherwise) as the
Committee shall establish (such Shares, "Restristetes"). The terms of any Restricted Share Ageadted under this Plan shall be set
forth in a written agreement (a "Restricted Shageegment") which shall contain provisions deterrdibg the Committee and not
inconsistent with this Plan. The provisions of Regtd Share Awards need not be the same for eartitiBant receiving such Awards.

(b) Issuance of Restricted Share&s soon as practicable after the date of graatRéstricted Share Award by the Committee,
the Company shall cause to be transferred on thkshof the Company, Shares registered in the ndrtieedCompany, as nominee for
the Participant, evidencing the Restricted Shaoesred by the Award; provided, however, such Shsinedl be subject to forfeiture to
the Company retroactive to the date of grant,Rieatricted Share Agreement delivered to the Ppaitiby the Company with respect
to the Restricted Shares covered by the Awardtiglaly executed by the Participant and timely ne¢arto the Company. All
Restricted Shares covered by Awards under thicl&rs shall be subject to the restrictions, termd @onditions contained in the Plan
and the Restricted Share Agreement entered intmbybetween the Company and the Participant. Urtilapse or release of all
restrictions applicable to an Award of Restrictddi®s, the share certificates representing suctni®ed Shares shall be held in
custody by the Company or its designee.

(c) Shareholder RightsBeginning on the date of grant of the RestriG&dre Award and subject to execution of the Resttic
Share Agreement as provided in Sections 5.1(a)l@nthe Participant shall become a shareholdéne@fCompany with respect to all
Shares subject to the Restricted Share Agreemerglail have all of the rights of a shareholdesluding, but not limited to, the right
to vote such Shares and the right to receive Higions made with respect to such Shapesyided, howeverthat any Shares or any
other property (other than cash) distributed aigehd or otherwise with respect to any Restrickbares as to which the restrictions
have not yet lapsed shall be subject to the sasteations as such Restricted Shares and shaépresented by book entry and hel
prescribed in Section 5.1(b).

(d) Restriction on TransferabilityNone of the Restricted Shares may be assigngdrasferred (other than by will or the laws
of descent and distribution), pledged or sold praolapse or release of the restrictions applicideeto.

(e) Delivery of Shares Upon Release of Restrictiddpon expiration or earlier termination of theféature period without a
forfeiture and the satisfaction of or release framy other

conditions prescribed by the Committee, the rastnis applicable to the Restricted Shares shadidaps promptly as administratively
feasible thereafter, subject to the requiremen8aation 7.1, the Company shall deliver to thei€ipent or, in case of the Participal
death, to the Participant's beneficiary, one oraxsbock certificates for the appropriate numbeBiudres, free of all such restrictions,
except for any restrictions that may be imposethby

5.2. Terms of Restricted Sharga) Forfeiture of Restricted ShareSubject to Section 5.2(b), all Restricted Shatesl be forfeited
and returned to the Company and all rights of theiétpant with respect to such Restricted Shahned ferminate unless the Participant
continues in the service of the Company as an ereplantil the expiration of the forfeiture periad Such Restricted Shares and satisfies



and all other conditions set forth in the Restdc&nhare Agreement. The Committee in its sole digereshall determine the forfeiture period
(which may, but need not, lapse in installments) amy other terms and conditions applicable wiipeet to any Restricted Share Award and
the Committee has the discretion to modify the teamd conditions of a Restricted Share award agdsrthe rights of the Participant are not
impaired.

(b) Waiver of Forfeiture Period Notwithstanding anything contained in this Ari& to the contrary, the Committee may, ir
sole discretion, waive the forfeiture period ang ather conditions set forth in any Restricted &Yagreement under appropriate
circumstances (including the death, disabilityetirement of the Participant or a material chamgeircumstances arising after the ¢
of an Award) and subject to such terms and condt{including forfeiture of a proportionate numbéthe Restricted Shares) as the
Committee shall deem appropriate.

ARTICLE 6.
GENERALLY APPLICABLE PROVISIONS

6.1. Option Period.The period for which an Option is exercisable shealket by the Committee. After the Option is gednthe option
period may not be reduced, subject to expiratieamtduermination of employment or otherwise.

6.2. Fair Market ValueThe "Fair Market Value" of a Share shall be deteadiin good faith by the Committee in its sole dition
from time to time. In no case shall Fair Market Mabe less than the par value of a Share. An Optiali be considered granted on the date
the Committee acts to grant the Option or such ae as the Committee shall specify.

6.3. Exercise of Optiond/ested Options granted under the Plan shall becesest by the Optionee or by a Permitted Assignesetf
(or by his or her executors, administrators, guardir legal representative, as provided in Seciofignd 6.7 hereof) as to all or part of the
Shares covered thereby, by the giving of writteticeoof exercise to the Company, specifying the bhenof Shares to be purchased,
accompanied by payment of the full purchase picetfe Shares being purchased. Full payment of punthase price shall be made at the
time of exercise and shall be made (i) in cashyardstified check or bank check or wire transfeimofnediately available funds, (ii) with the
consent of the Committee, by delivery of a promigswte in favor of the Company upon such terms@ndlitions as determined by the
Committee, (iii) with the consent of Committee, tepdering previously acquired Shares (valued &tats Market Value, as determined by
Committee as of the date of tender) that have beered for a period of at least six months (or soitfer period to avoid accounting charges
against the Company's earnings), (iv) if Sharegraded on a national securities exchange, theadpStbck Market, Inc. or quoted on a
national quotation system sponsored by the Natidsabciation of Securities Dealers, Inc. and then@ittee authorizes this method of
exercise, through the delivery of irrevocable iastions to a broker approved by the Committee tivelepromptly to the Company an
amount equal to the purchase price, or (v) withcitresent of the Committee, any combination of{({ii), (iii) and (iv). In connection with a
tender of previously acquired Shares pursuantatesd (iii) above, the Committee, in its sole disore may permit the
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Optionee to constructively exchange Shares alreadhed by the Optionee in lieu of actually tendesngh Shares to the Company, provided
that adequate documentation concerning the owneddtthe Shares to be constructively tenderedrisished in form satisfactory to the
Committee. The notice of exercise, accompanieduloh payment, shall be delivered to the Compantsadrincipal business office or such
other office as the Committee may from time to tiirect, and shall be in such form, containing sfucther provisions consistent with the
provisions of the Plan, as the Committee may frione tto time prescribe. In no event may any Opticantged hereunder be exercised for a
fraction of a Share. The Company shall, subje&dotion 6.4 herein, effect the transfer of Shateshmsed pursuant to an Option as soon as
practicable, and, within a reasonable time theeeadtuch transfer shall be evidenced on the bobteedCompany. No person exercising an
Option shall have any of the rights of a holdeSbares subject to an Option until certificatessiach Shares shall have been issued following
the exercise of such Option. No adjustment shathiade for cash dividends or other rights for whtod record date is prior to the date of <
issuance.

6.4. Transferability."Non-qualified share options" are transferable wiité consent of the Committee by the Optioneenyoame or
more of the following persons (each, a "Permittadignee"): (i) the spouse, parent, issue, spousswé, or issue of spouse ("issue" shall
include all descendants whether natural or adogptesijich Optionee; (ii) a trust for the benefitoofe or more of those persons described in
clause (i) above or for the benefit of such Opt&r(@i) an entity in which the Optionee or any Péted Assignee thereof is a beneficial
owner; or (iv) in the case of a transfer by an @mtie who is a non-employee director, another nopleyae director of the Company;
provided that such Permitted Assignee shall be tidoynand subject to all of the terms and conditioithis Plan and the Share Option
Agreement relating to the transferred Option arallgxecute an agreement satisfactory to the Cognpaidencing such obligations; and
provided further that such Optionee shall remainrabby the terms and conditions of this Plan. Then@any shall cooperate with any
Permitted Assignee and the Company's transfer agerfftectuating any transfer permitted under 8estion 6.4.

6.5. Termination of Employmeritinless the Committee determines otherwise, in Wieateof the termination of employment of an
Optionee or the termination or separation fromiseraf an advisor or consultant for any reasongothan death or disability as provided
below), any Option(s) held by such Optionee (onfited Assignee) under this Plan and not previoaghrcised or expired shall be deemed
cancelled and terminated on the day of such tettinimar separatiorprovided, howeverthat in no instance may the term of the Optibn, i
extended by the Committee, exceed the maximum éstablished pursuant to Section 6.1 ab



6.6. Death.In the event an Optionee dies while employed byGbmpany or any of its subsidiaries or affiliatesloring his term as ¢
employee of the Company or any of its subsidiaoiesffiliates, as the case may be, any Option(i) bg such Optionee (or his Permitted
Assignee) and not previously expired or exercigedl sto the extent exercisable on the date oftddm exercisable by the estate of such
Optionee or by any person who acquired such Ofityobequest or inheritance, or by the Permitted gxe= at any time within one year after
the death of the Optionee, unless earlier terméhptesuant to its termprovided, howeverthat if the term of such Option would expire ks
terms within six months after the Optionee's detlh term of such Option shall be extended untihsbnths after the Optionee's death,
provided further, howevg, that in no instance may the term of the Optiens@extended, exceed the maximum term establfgimsdant to
Section 6.1 above.

6.7. Disability. In the event of the termination of employment ofGptionee or the separation from service of an eygd of the
Company, due to total disability, the Optioneehigrguardian or legal representative, or a Perthiftesignee shall have the unqualified right
to exercise any Option(s) that have not expirelle@n previously exercised and that the Optioneeeligible to exercise as of the first date
total disability (as determined by the Committed)any time within one year after such terminatoseparation, unless earlier terminated
pursuant to its termgprovided, howeverthat

if the term of such Option would expire by its tarmithin six months after such termination or sapian, the term of such Option shall be
extended until six months after such terminatioseparationprovided further, howeverthat in no instance may the term of the Optiansa
extended, exceed the maximum term established g@otrso Section 6.1 above. The term "total disabiikthall, for purposes of this Plan, be
defined in the same manner as such term is defin8dction 22(e)(3) of the Code.

6.8. Amendment and Modification of the Plaite Committee may, from time to time, alter, amesuspend or terminate the Plan as it
shall deem advisable, subject to any requiremeargHareholder approval imposed by applicable laanyrrule of any stock exchange or
guotation system on which Shares are listed oragljqgirovided that no amendments to, or terminaifpthe Plan shall in any way impair the
rights of an Optionee or a Participant (or a PaadiAssignee thereof) under any Award previousantgd without such Optionee's or
Participant's consent.

6.9. Adjustmentsin the event that the Committee shall determinedhs dividend or other distribution (whether i tform of cash,
Shares, other securities, or other property), ritalagation, stock split, reverse stock split, rganization, merger, consolidation, split-up, spin-
off, combination, repurchase, or exchange of Sharether securities, the issuance of warrantslwraights to purchase Shares or other
securities, or other similar corporate transactipevent affects the Shares with respect to whislas have been or may be issued unde
Plan, such that an adjustment is determined in gaitid by the Committee to be appropriate in ofdeprevent dilution or enlargement of the
benefits or potential benefits intended to be meadelable under the Plan, then the Committee simadliich manner as the Committee may
deem equitable, adjust any or all of (i) the nundoa type of Shares that thereafter may be madsutbject of Awards, (ii) the number and
type of Shares subject to outstanding Awards, @andhe grant or exercise price with respect ty &ward, or, if deemed appropriate, make
provision for a cash payment to the holder of amgit@anding Award provided that the number of Shatdgect to any Award denominated in
Shares shall always be a whole number. In the edfearty reorganization, merger, consolidation,taghi, spin-off, or other business
combination involving the Company (collectively,Reorganization”), the Committee or the Board afediors of the Company may cause
any Award outstanding as of the effective datéhefReorganization to be cancelled in consideraifancash payment or alternate Award
(whether from the Company or another entity tha party to the Reorganization) or a combinati@re¢bf made to the holder of such
cancelled Award substantially equivalent in valo¢hte fair market value of such cancelled Awarde @ietermination of fair market value
shall be made by the Committee or the Board ofdins, as the case may be, in their sole discretion

6.10. Change of ControlThe terms of any Award may provide in the Sharedpgreement, Restricted Share Agreement, or other
document evidencing the Award, that upon a "Charigeontrol” of the Company (as that term may bergef therein), (i) Options
immediately vest and become fully exercisable régtrictions on Restricted Shares lapse and theestbecome fully vested, and (iii) such
other additional benefits as the Committee deemsogpiate shall apply, subject in each case totarms and conditions contained in the
applicable document evidencing such Award. For psep of this Plan, a "Change of Control" shall maaevent described in the applicable
document evidencing the Award or such other evemtedermined in the sole discretion of the BoarBioéctors of the Company. The
Committee, in its discretion, may determine thagmuthe occurrence of a Change of Control of then@any, each Option outstanding
hereunder shall terminate within a specified nundfetays after notice to the Participant, and dRafticipant shall receive, with respect to
each Share subject to such Option, an amount ¢gjtiaé excess of the Fair Market Value of such Siramediately prior to the occurrence
such Change of Control over the exercise pricespare of such Option; such amount to be payabdash, in one or more kinds of property
(including the property, if any, payable in thensaction) or in a combination thereof, as the Cattej in its discretion, shall determine.
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6.11. Employment ViolationEach Share Option Agreement evidencing an Optiantgd hereunder shall include and be subject to the
following terms:



(a) The terms of this Section 6.11 shafila to the Option if the Optionee is or shall beosubject to an employment agreen
with the Company.

(b) If the Optionee materially breaches dni her employment agreement (it being understioatdany breach of the post-
termination obligations contained therein shalteemed to be material) for so long as the ternssiofi employment agreement shall
apply to the Optionee (each an "Employment Violatipthe Company shall have the right to requiyeh@ termination and
cancellation of the unexercised portion of the @mtif any, whether vested or unvested, and (ynpent by the Optionee to the
Company of the Recapture Amount (as defined bel8wgh termination of unexercised Options and paymkethe Recapture
Amount, as the case may be, shall be in additipartd not in lieu of, any other right or remedyikakde to the Company arising out
or in connection with any such Employment Violatianluding, without limitation, the right to terrmmate Optionee's employment if 1
already terminated, seek injunctive relief and tddal monetary damages.

(©) "Recapture Amount” shall mean the gross gain redlar unrealized by the Optionee upon each exeofises Option during
the period beginning on the date which is twel\@) fhonths prior to the date of the Optionee's Egmlent Violation and
ending on the date of computation (the "Look-baekid?l"), which gain shall be calculated as the sfim

(i) if the Optionee has exercised angtipa of his Option during the Look-back Period aadd any of the Shares
acquired on exercise thereafter, an amount equbktproduct of (x) the sales price per Share soitis the exercise price per
Share times (y) the number of Shares as to whielOition was exercised and which were sold at salgs price; plus

(ii) if the Optionee has exercised anytiporof his Option during the Look-back Period aral sold any of the Shares
acquired on exercise thereafter, with respect ¢b @dsuch Shares an amount equal to the prodyg) tfie greatest of the
following: (1) the Fair Market Value per Share be tlate of exercise, (2) the arithmetic averagbeper Share closing sales
prices as reported on NASDAQ for the thirty (3@ding day period ending on the trading day immedtiigireceding the date
of the Company's written notice of its exercisé®fights under this clause (h), or (3) the arigtimaverage of the per Share
closing sales prices as reported on NASDAQ forthimy (30) trading day period ending on the tradday immediately
preceding the date of computation, minus the egengiice per Share times (y) the number of Shar#s which this Option
was exercised and which were not sold;

provided, however, in lieu of payment by the Optierto the Company of the Recapture Amount deteghpioiesuant to subclause (ii) above,
the Optionee, in his or her discretion, may tenidehe Company the Shares acquired upon exerciggsoDption during the Look-back
Period and the Optionee shall not be entitled ¢teive any consideration from the Company in exckahgrefor.

With respect to any other Awards grantecteder, the terms of any Restricted Share Agregroeany other document evidencing an
Award under the Plan, may include comparable prongsto those set forth in this Section 6.11.

6.12. Other Provisions(a) The Committee may require each Participant puraigaShares pursuant to an Award under the Plan to
represent to and agree with the Company in writirag such Participant is acquiring the Shares witlaoview to distribution thereof. The
certificates for such Shares may include any legenidh the Committee deems appropriate to reflagtrastrictions on transfer.
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(b) All certificates for Shares delivered under ti@Fpursuant to any Award shall be subject to sinave-transfer orders and
other restrictions as the Committee may deem abdsander the rules, regulations, and other regiris of the Securities and
Exchange Commission, any stock exchange upon wh&Bhares are then listed, and any applicabler&leadlestate securities law,
and the Committee may cause a legend or legertuls pot on any such certificates to make appropreference to such restrictions.

(c) Awards granted under the Plan may, in the dignretf the Committee, be granted either alone @ddition to, in tandem
with, or in substitution for, any other Awards greeh under the Plan. If Awards are granted in stuigin for other Awards, the
Committee shall require the surrender of such offvesirds in consideration for the grant of the newatds. Awards granted in
addition to or in tandem with other Awards may banged either at the same time as or at a difféner from the grant of such other
Awards.

(d) Nothing contained in this Plan shall preventBward of Directors from adopting other or additibc@mpensation
arrangements, subject to shareholder approvath approval is required; and such arrangementshaagither generally applicable
applicable only in specific cases.

(e) A Participant shall have no right as a sharelraldéll he or she becomes the holder of record.

(H The Company will provide to its shareholdetdeast annually, reports containing financialesta¢nts and management's
discussion and analysis of financial conditions egsililts of operation:



6.13. Terms of Option GraniNotwithstanding anything in Section 6.4, 6.5, &4, 6.10 and 6.11 to the contrary, the Committag m
grant an Option under such terms and conditiomeasbe provided in the Share Option Agreement gieehe Optionee and the Committee
has the discretion to modify the terms and condiitiof an Option after grant as long as the righth@ Optionee are not impaired unless the
Optionee otherwise consenpspvided, howeverthat in no instance may the exercise price ofapgon be reduced after the date of grant
(except in connection with adjustments pursuai@dotion 6.9 hereof).

ARTICLE 7.
MISCELLANEOUS

7.1. Tax WithholdingThe Company shall have the right to make all paymendistributions pursuant to the Plan to an @ye or
Participant (or a Permitted Assignee thereof) fietny applicable Federal, State and local taxesired to be paid as a result of the grant of
any Award, exercise of an Option or any other ewegurring pursuant to this Plan. The Company grsabsidiary or affiliate thereof shall
have the right to withhold from wages or other antewtherwise payable to such Optionee or Partitifmr a Permitted Assignee thereof)
such withholding taxes as may be required by lavip @therwise require the Optionee or Particifanta Permitted Assignee thereof) to pay
such withholding taxes. If the Optionee or Particip(or a Permitted Assignee thereof) shall faihike such tax payments as are required,
the Company or its subsidiaries or affiliates stalthe extent permitted by law, have the righdéduct any such taxes from any payment of
any kind otherwise due to such Optionee or Pagitijr to take such other action as may be negesaatisfy such withholding obligatior
In satisfaction of the requirement to pay withhnffltaxes, the Optionee or Participant (or Permiftesignee) may make a written election,
which may be accepted or rejected in the discraifdhe Committee, to have withheld a portion & 8hares then issuable to the Optione
Permitted Assignee) pursuant to the Plan havinagamegate Fair Market Value equal to the withhajdaxes.
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7.2. Right of Discharge Reservadothing in the Plan nor the grant of an Award hadar shall confer upon any employee or other
individual the right to continue in the employmentservice of the Company or any subsidiary otiafé of the Company or affect any right
that the Company or any subsidiary or affiliatehef Company may have to terminate the employmeséxvice of (or to demote or to
exclude from future Options under the Plan) anyh=mployee or other individual at any time for aegson. Except as specifically provided
by the Committee, the Company shall not be liabietie loss of existing or potential profit withspeect to an Award in the event of
termination of an employment or other relationshign if the termination is in violation of an oldigpn of the Company or any subsidiary or
affiliate of the Company to the studio employee.

7.3. Nature of Payment#ll Awards made pursuant to the Plan are in consiiten of services performed or to be performedtier
Company or any subsidiary or affiliate of the CompaAny income or gain realized pursuant to Awardder the Plan constitutes a special
incentive payment to the Optionee or Participat stmall not be taken into account, to the extennssible under applicable law, as
compensation for purposes of any of the employeefiteplans of the Company or any subsidiary oiliafé of the Company except as may
be determined by the Committee or by the Direatordirectors of the applicable subsidiary or &dfii of the Company.

7.4. Unfunded Status of the Plafhe Plan is intended to constitute an "unfundedhgbr incentive and deferred compensation. With
respect to any payments not yet made to a PanticgraOptionee by the Company, nothing containeéiheshall give any such Participant or
Optionee any rights that are greater than thosegeneral creditor of the Company. In its solerdison, the Committee may authorize the
creation of trusts or other arrangements to mexbliigations created under the Plan to deliveiSthares or payments in lieu of or with
respect to Awards hereunder; provided, howevet theaexistence of such trusts or other arrangesriemonsistent with the unfunded status
of the Plan.

7.5. SeverabilityIf any provision of the Plan shall be held unlawdulotherwise invalid or unenforceable in wholaropart, such
unlawfulness, invalidity or unenforceability shadit affect any other provision of the Plan or hereof, each of which remain in full force
and effect. If the making of any payment or thevision of any other benefit required under the Rlaall be held unlawful or otherwise
invalid or unenforceable, such unlawfulness, irdiglior unenforceability shall not prevent any ethayment or benefit from being made or
provided under the Plan, and if the making of aayrmpent in full or the provision of any other beheéiquired under the Plan in full would be
unlawful or otherwise invalid or unenforceable,rttseich unlawfulness, invalidity or unenforceabibtyall not prevent such payment or
benefit from being made or provided in part, to éxé&ent that it would not be unlawful, invalid arenforceable, and the maximum payment
or benefit that would not be unlawful, invalid arenforceable shall be made or provided under the.PI

7.6. Gender and Numbem order to shorten and to improve the understaitifabf the Plan document by eliminating the refgeh
usage of such phrases as "his or her" and any tirasterminology herein shall also include the feme, and the definition of any term
herein in the singular shall also include the glese@ept when otherwise indicated by the context.

7.7. Governing LawThe Plan and all determinations made and actid@ntthereunder, to the extent not otherwise govehyethe
Code or the laws of the United States, shall beegmd by the laws of the State of Delaware andtoged accordingly.

7.8. Effective Date of Plan; Termination of Plarhe Plan shall be effective on the date of the apgdrof the Plan by the Board of
Directors. Awards may be granted under the Plamgttime and from time to time prior to Decembey 2812, on which date the Plan will
expire except as to Awards outstanding under taa.Fuch outstanding Awards shall remain in effieti they have been exercised



terminated, or have expired.

7.9. Captions.The captions in this Plan are for convenience feremce only, and are not intended to narrow, loniaffect the
substance or interpretation of the provisions doethherein.

7.10. Dissolution or LiquidationIn the event of the proposed dissolution or ligtimaof the Company, the Committee shall notify
each Optionee and Participant as soon as practipaiolr to the effective date of such proposedstation. The Committee in its sole
discretion may permit an Optionee to exercise atic@puntil ten days prior to such transaction witspect to all vested and exercisable
Shares covered thereby and with respect to suctheuai unvested Shares as the Committee shallrdigter In addition, the Committee may
provide that any forfeiture provision or Companpurechase option applicable to any Restricted SAarard shall lapse as to such number of
Shares as the Committee shall determine, contingeori the occurrence of the proposed dissolutidigoidation at the time and in the
manner contemplated. To the extent an Option hebe®n previously exercised, the Option shall teatd@ automatically immediately prior
the consummation of the proposed action. To therdd forfeiture provision applicable to a RestricEhare Award has not been waived by
the Committee, the related Restricted Share Awlaatl be forfeited automatically immediately priorthe consummation of the proposed
action.

7.11. Successors and Assigii$is Plan shall be binding upon and inure to theefieof the respective successors and permitted
assigns of the Company, Optionees and Participants.
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STOCK OPTION AGREEMENT
(Non-Transferable)

Stock Option # For Shar

Issued Pursuant to the
2002 Studio Employee Retention Incentive Plan of
ACTIVISION, INC.

THIS CERTIFIES that on (the "Issuance Date") e(thlolder") was granted an option (the "Option") to
purchase at the option price of $ parshall or any part of yuflaid and non-assessable shares ("Shares") of oamm
stock, par value $.000001 per share, of ACTIVISIONG., a Delaware corporation (the "Company"), upon subject to the following terms
and conditions:

a. Terms of the Plan. The Option is granted pursuant to, and is sligethe terms and conditions of, the Company@228tudio
Employee Retention Incentive Plan (the "Plan”),trens, conditions and definitions of which aredirincorporated herein as though set
forth at length, and the receipt of a copy of which Holder hereby acknowledges by his signatul@beCapitalized terms used herein shall
have the meanings set forth in the Plan, unlessratbe defined herein.

b. Expiration. This Option shall expire on [ ] usdeextended or earlier terminated in accordancanligr.

c. Exercise. This Option may be exercised or surrenderethduhe Holder's lifetime only by the Holder or fisr guardian or legal
representative. THIS OPTION SHALL NOT BE TRANSFERBMBBY THE HOLDER OTHERWISE THAN BY WILL OR BY THE
LAWS OF DESCENT AND DISTRIBUTION, SUBJECT TO THE RMS AND CONDITIONS OF THE PLAN.

This Option shall vest and be exercisabléoldows:

Cumulative Shares
Vesting Date Shares Vested at Vesting Date Vested at Vesting Date

[vesting schedule




This Option shall be exercised by the Holde by her executors, administrators, guardialegal representative) as to all or part of the
Shares, by the giving of written notice of exerdis¢he Company, specifying the number of Shardsetpurchased, accompanied by payment
of the full purchase price for the Shares beinglpased. Full payment of such purchase price skathéde at the time of exercise and sha
made (i) in cash or by certified check or bank &hacwire transfer of immediately available fun¢ig, with the consent of the Company, by
tendering previously acquired Shares (valued d&ats Market Value (as defined in the Plan), agdeined by the Company as of the date of
tender), or (iii) with the consent of the Compaay,ombination of (i) and (ii). Such notice of exee; accompanied by such payment, shall be
delivered to the Company at its principal busingffise or such other office as the Company may fitone to time direct, and shall be in st
form, containing such further provisions as the @any may from time to time prescribe. In no eveaythis Option be exercised for a
fraction of a Share. The Company shall effect thagfer of Shares purchased pursuant to an Opiso@n as practicable, and, within a
reasonable time thereafter, such transfer shabimenced on the books of the Company. No persercising this Option shall have any of
the rights of a holder of Shares subject to thi@dpuntil certificates for such Shares shall haeen issued following the exercise of such
Option. No adjustment shall be made for cash divdeor other rights for which the record date ieqto the date of such issuance.

(d) Termination of Employment. In the event of the termination of employmenseparation from service of the Holder for any
reason (other than death or disability as provigkeddw), this Option, to the extent not previoustgreised or expired, shall be deemed
cancelled and terminated on the day of such teitinimar separation, unless the Company deciddts sole discretion, to extend the term of
this Option, subject to the terms of the Plan.

(e) Death. Inthe eventthe Holder dies while employeadt®y Company or any of its subsidiaries or affikater during his term as
Director of the Company or any of its subsidiagegffiliates, as the case may be, this Optiorthéoextent not previously expired or
exercised, shall, to the extent exercisable orl#te of death, be exercisable by the estate dfithéer or by any person who acquired this
Option by bequest or inheritance, at any time wittie year after the death of the Holgenvided, howeverthat if the term of such Option
would expire by its terms within six months aftee tOptionee's death, the term of such Option $leadixtended until six months after the
Optionee's deatiprovided further, howeverthat in no instance may the term of the Optiens@extended, exceed the maximum term
established pursuant to Sections 6.1 of the Plan.

(H Disability. Inthe event of the termination of employmeithe Holder or the separation from service offudder due to total
disability, the Holder, or her guardian or legginesentative, shall have the unqualified righttereise any portion of this Option which has
not been previously exercised or expired and wtiielHolder was eligible to exercise as of the fitie of total disability (as determined by
the Company), at any time within one year aftehseemination or separatioprovided, howeverthat if the term of such Option would
expire by its terms within six months after suatmti@ation or separation, the term of such Opticalldie extended until six months after such
termination or separatioprovided further, howeverthat in no instance may the term of the Optiens@extended, exceed the maximum
term established pursuant to Section 6.1 of the.Alae term "total disability" shall, for purposefsthis Share Option Agreement, be defined
in the same manner as such term is defined in@e2f(e)(3) of the Internal Revenue Code of 198&raended.

[(@) Change of Control. If the Holder is an active employee of the Camypor any of its subsidiaries at the time thereueg a
"Change of Control" of the Company (as defined Wg¢land the Holder's employment is terminated byGbenpany or any of its subsidiaries
other than for Cause (as defined below) within we€lLl2) months following such Change of Controlsoch longer period as the Committee
may determine, the portion, if any, of this Optieith respect to which the right to
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exercise has not yet accrued, shall immediatelyamd be exercisable in full, effective upon susimiination, for a period of 30 days
thereafter, or such longer period as the Committag determine. For purposes of this Option, a "@karf Control" of the Company shall be
deemed to occur if:

(i) there shall have occurred a Charfgéamtrol of a nature that would be required tadyorted in response to Item 6(e) of
Schedule 14A of Regulation 14A promulgated underSkcurities Exchange Act of 1934, as amended'Bkehange Act"), as in
effect on the date hereof, whether or not the Camathen subject to such reporting requiremprdyided, howeverthat there shall
not be deemed to be a Change of Control of the @osjf immediately prior to the occurrence of whattuld otherwise be a Change
of Control of the Company (a) the Holder is theeotparty to the transaction (a "Control Event"}ttlvauld otherwise result in a
Change of Control of the Company or (b) the Hoidean executive officer, trustee, director or mitv@n 5% equity holder of the ot
party to the Control Event or of any entity, ditgair indirectly, controlling such other party;

(i) the Company merges or consolidatas war sells all or substantially all of its ass&tsanother company (each, a
"Transaction") provided, howeverthat a Transaction shall not be deemed to r@saliChange of Control of the Company if
(a) immediately prior thereto the circumstanceg){@) or (i)(b) above exist, or (b) (1) the shaskters of the Company, immediately
before such Transaction own, directly or indirecitgmediately following such Transaction in excesfifty percent (50%) of the
combined voting power of the outstanding votingusities of the corporation or other entity resugtiinom such Transaction (the
"Surviving Corporation") in substantially the sapreportion as their ownership of the voting sedesibf the Company immediately
before such Transaction and (2) the individuals wiece members of the Company's Board of Directaraediately prior to the
execution of the agreement providing for such Taatien constitute at least a majority of the memlwdrthe board of directors or the
board of trustees, as the case may be, of thexBuguCorporation, or of a corporation or other gntieneficially directly or indirectl



owning a majority of the outstanding voting sedasitof the Surviving Corporation; or

(i) the Company acquires assets of amotiompany or a subsidiary of the Company mergesmsolidates with another
company (each, an "Other Transaction") and (aktia@eholders of the Company, immediately beford €tber Transaction own,
directly or indirectly, immediately following sudbther Transaction 50% or less of the combined ggtiower of the outstanding
voting securities of the corporation or other gntésulting from such Other Transaction (the "OtBarviving Corporation”) in
substantially the same proportion as their ownershihe voting securities of the Company immedyebefore such Other
Transaction or (b) the individuals who were memindithe Company's Board of Directors immediatelpipto the execution of the
agreement providing for such Other Transaction titos less than a majority of the members of thertd of directors or the board of
trustees, as the case may be, of the Other Sugvivarporation, or of a corporation or other entigneficially directly or indirectly
owning a majority of the outstanding voting sedastof the Other Surviving Corporatigorovided, howeveyrthat an Other
Transaction shall not be deemed to result in a @aah Control of the Company if immediately pribeteto the circumstances in (i)
or (i)(b) above exist.

For purposes of this clause (g), "Causallshean (unless a different definition is usedhi@ Holder's written employment agreement
with the Company, if any, in which case such défdrdefinition shall apply to the Holder) any oétfollowing:

(i) material breach by the Holder of bisher employment agreement, if any, or matesdilife by the Holder to perform his or
her duties (other than as a result of incapacitytduyphysical or mental iliness) during his or émployment with the Company after
written notice of

such breach or failure and the Holder failed teecauch breach or failure to the Company's reasersattisfaction within five (5) days
after receiving such written notice;

(i) material breach by the Holder of bisher Employee Proprietary Information Agreemeantther similar arrangement ente|
into by the Holder in connection with his or her@ayment by the Company; or

(iif) any act of fraud, misappropriatianjsuse, embezzlement or any other material acisbbdesty in respect of the Company
or its funds, properties, assets or other emplojees

(h) Employment Violation. In consideration of the granting and by acaegeeof this Option, the Holder hereby agrees tmatérms
of this clause (h) shall apply to the Option. Thaldér acknowledges and agrees that each exerctees@ption and each written notice of
exercise delivered to the Company and executetidyblder shall serve as a reaffirmation of andinoing agreement by the Holder to
comply with the terms contained in this clause (h).

The Company and the Holder acknowledgeamnde that if the Holder materially breaches hiseremployment agreement (it being
understood that any breach of the post-terminatldigations contained therein shall be deemed tmakerial) for so long as the terms of
such employment agreement shall apply to the Hdleeh an "Employment Violation"), the Company khalse the right to require (i) the
termination and cancellation of the unexercisediporof this Option, if any, whether vested or ustesl, and (i) payment by the Holder to
Company of the Recapture Amount (as defined bel®w. Company and the Holder further agree that serchination of unexercised
Options and payment of the Recapture Amount, asdke may be, shall be in addition to, and naein &f, any other right or remedy
available to the Company arising out of or in castiom with any such Employment Violation includingithout limitation, the right to
terminate the Holder's employment if not alreadyniaated, seek injunctive relief and additional retamy damages.

For purposes of this clause (h), the "RagapAmount” shall mean the gross gain realizednoealized by the Holder upon each exer
of this Option during the period beginning on tlaedwhich is twelve (12) months prior to the ddtthe Holder's Employment Violation and
ending on the date of computation (the "Look-baekid?l"), which gain shall be calculated as the sfim

(i) if the Holder has exercised any jmortof this Option during the Look-back Period @wmdd any of the Shares acquired on
exercise thereafter, an amount equal to the praafus) the sales price per Share sold minus tleeakse price per Share times (y) the
number of Shares as to which this Option was esedcand which were sold at such sales price; plus

(ii) if the Holder has exercised any pamtof this Option during the Look-back Period aid $old any of the Shares acquired on
exercise thereafter, with respect to each of sinare® an amount equal to the product of (x) thatgst of the following: (1) the Fair
Market Value per Share on the date of exerciseh@prithmetic average of the per Share clositgsgaices as reported on NASD,
for the thirty (30) trading day period ending oe thading day immediately preceding the date ofGbmpany's written notice of its
exercise of its rights under this clause (h), 9rtii@ arithmetic average of the per Share closagssprices as reported on NASDAQ
for the thirty (30) trading day period ending oe thading day immediately preceding the date ofpatiation, minus the exercise pri
per Share times (y) the number of Shares as tohvthis Option was exercised and which were not;¢



provided, however, in lieu of payment by the Holtlethe Company of the Recapture Amount determmeduant to subclause (ii) above,
Holder, in his or her discretion, may tender to @@npany the Shares acquired upon exercise oOiion during the Look-back Period and
the Optionee shall not be entitled to receive amsaeration from the Company in exchange therefor.
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(i) Adjustments. Inthe event that the Company shall deterntia¢ &ny dividend or other distribution (whethethe form of cash,
shares of common stock of the Company, other desjror other property), recapitalization, stopktsreverse stock split, reorganization,
merger, consolidation, split-up, spin-off, combioat repurchase, or exchange of shares of comnuoek sf the Company or other securities,
the issuance of warrants or other rights to purelshsires of common stock of the Company, or o#mirgies, or other similar corporate
transaction or event affects the Shares, suchathatljustment is determined by the Company to peogpiate in order to prevent dilution or
enlargement of the benefits or potential benefitsrided to be made available to the Holder, therCiimpany shall, in such manner as the
Company may deem equitable, adjust any or all)Jah@ number and type of shares of common stotkeoCompany subject to this Option,
and (ii) the grant or exercise price with respedhis Option, or, if deemed appropriate, make {@on for a cash payment to the Holder.

() Delivery of Share Certificates. Within a reasonable time after the exercisthisf Option, the Company shall cause to be deld
to the person entitled thereto a certificate far 8nares purchased pursuant to the exercise dftien. If this Option shall have been
exercised with respect to less than all of the &haubject to this Option, the Company shall ataese to be delivered to the person entitled
thereto a new Stock Option Agreement in replacerogtitis Stock Option Agreement if surrenderechattime of the exercise of this Option,
indicating the number of Shares with respect toctvithis Option remains available for exercise her Company shall make a notation in its
books and records to reflect the partial exercigie Option.

(k)  Withholding. In the event that the Holder elects to exerttiseOption or any part thereof, and if the Companany subsidiary
or affiliate of the Company shall be required tehlidld any amounts by reasons of any federal, statecal tax laws, rules or regulations in
respect of the issuance of Shares to the Holdaujut to this Option, the Company or such subsidiaaffiliate shall be entitled to deduct
and withhold such amounts from any payments to ddento the Holder. In any event, the Holder shakenavailable to the Company or s
subsidiary or affiliate, promptly when requesteditiy Company or such subsidiary or affiliate, siéfnt funds to meet the requirements of
such withholding; and the Company or such subsidia@ffiliate shall be entitled to take and authersuch steps as it may deem advisable in
order to have such funds available to the Comparspch subsidiary or affiliate out of any fundspooperty due or to become due to the
Holder.

() Reservation of Shares. The Company hereby agrees that at all time® tsigall be reserved for issuance and/or deliveonu
exercise of this Option such number of Shares al Isb required for issuance or delivery upon eiserbereof.

(m) Rights of Holder. Nothing contained herein shall be construecbiafer upon the Holder any right to be continuethmemploy
of the Company and/or any subsidiary or affiliat¢he Company or derogate from any right of the @any and/or any subsidiary or affiliate
of the Company to retire, request the resignatfporadischarge the Holder at any time, with orheitit cause. The Holder shall not, by virtue
hereof, be entitled to any rights of a sharehoildéne Company, either at law or in equity, andrilgats of the Holder are limited to those
expressed herein and are not enforceable agam&dmpany except to the extent set forth herein.

(n) Exclusion from Pension ComputationsBy acceptance of the grant of this Option,odder hereby agrees that any income
realized upon the receipt or exercise hereof, onupe disposition of the Shares received upoexgscise, is special incentive compensations
and, to the extent permissible under applicable thall not be taken into account as "wages", I'galar "compensation” in determining the
amount of any payment under any pension, retirenieeentive, profit sharing, bonus or deferred cengation plan of the Company or any
of its subsidiaries or affiliates.

(0) Registration; Legend. The Company may postpone the issuance andedgldof Shares upon any exercise of this Optionl unti
(a) the admission of such Shares to listing onstagk exchange or exchanges on which Shares @dhegpany of the same class are then
listed and (b) the completion of such registratomther qualification of such Shares under antestafederal law, rule or regulation as the
Company shall determine to be necessary or adeis@ihe Holder shall make such representationsamish such information as may, in 1
opinion of counsel for the Company, be appropriateermit the Company, in light of the then existr non-existence with respect to such
Shares of an effective Registration Statement utiaeSecurities Act of 1933, as amended, to idsei&Shares in compliance with the
provisions of that or any comparable act.

The Company may cause the following omailar legend to be set forth on each certificagesenting Shares or any other security
issued or issuable upon exercise of this Optioesmtounsel for the Company is of the opinion @tosuch certificate that such legend is
unnecessary



THE SECURITIES REPRESENTED BY THIS CERTIFICATE MANOT BE OFFERED FOR SALE, SOLD OR OTHERWISE
TRANSFERRED EXCEPT PURSUANT TO AN EFFECTIVE REGISARON STATEMENT UNDER THE SECURITIES ACT
OF 1933, AS AMENDED (THE "ACT"), OR PURSUANT TO ARXEMPTION FROM REGISTRATION UNDER THE ACT, TH
AVAILABILITY OF WHICH IS ESTABLISHED BY AN OPINION FROM COUNSEL TO THE COMPANY.

(p) Amendment. The Company may at any time or from time toetiamend the terms of the Plan, and may, with theertt of the
Holder, at any time or from time to time amend tifrens and conditions of this Optigarovided, howevethat in no instance may the exer
price of this Option be reduced after the dateraht(except in connection with adjustments purst@®ection 6.9 of the Plan).

(q) Notices. Any notice which either party hereto may beuiegd or permitted to give to the other shall beviiting, and may be
delivered personally or by mail, postage prepaidwernight courier, addressed as follows: if te @ompany, at its office at 3100 Ocean |
Boulevard, Santa Monica, California 90405, Attnn@&eral Counsel, or at such other address as the &onyy notice to the Holder may
designate in writing from time to time; and if teetHolder, at the address shown below her signatutbis Stock Option Agreement, or at
such other address as the Holder by notice to timegany may designate in writing from time to tiletices shall be effective upon receipt.

() Interpretation. A determination of the Committee as to any tjoas which may arise with respect to the intergien of the
provisions of this Option and of the Plan shalfibal and binding. The Committee may authorize asthblish such rules, regulations and
revisions thereof as it may deem advisable.

IN WITNESS WHEREOF, the parties have exeduhis Stock Option Agreement as of the dates#t fibove.

ACTIVISION, INC.

By:
Name:
Title:
Date:
Attest:

ACCEPTED:
Option Holder
Address
City State Zip Code

Social Security Numbe
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Exhibit 99.1

CERTIFICATION 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 quarterly reportAattivision, Inc. (the "Company") on Form 10-Q fdwetperiod ending December 31, 2002 as
filed with the Securities and Exchange Commissiothe date hereof (the "Report"), I, Robert A. KktiChief Executive Officer of the
Company, certify, to my knowledge, pursuant to 18.Q. § 1350, as adopted pursuant to § 906 ofdheafies-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; and

(2)  The information contained in the Report fairly prets, in all material respects, the financial cbadiand results of operations
of the Company.

/sl ROBERT A. KOTICK

Robert A. Kotick

Chairman and Chief Executive Officer
Activision, Inc.

January 31, 200
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Exhibit 99.2

CERTIFICATION 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 quarterly reportAattivision, Inc. (the "Company") on Form 10-Q fdwetperiod ending December 31, 2002 as
filed with the Securities and Exchange Commissiothe date hereof (the "Report"), I, Ronald Dookniresident of the Company and ClI
Executive Officer of Activision Publishing, Inc.exify, to my knowledge, pursuant to 18 U.S.C. §Q3as adopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; and

(2)  The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations
of the Company.

/s/ RONALD DOORNINK

Ronald Doornink



President, Activision, Inc.
Chief Executive Officer,
Activision Publishing, Inc.
January 31, 200
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Exhibit 99.3

CERTIFICATION 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 quarterly reportAativision, Inc. (the "Company") on Form 10-Q fdwetperiod ending December 31, 2002 as
filed with the Securities and Exchange Commissionhe date hereof (the "Report”), I, William J. @havoyne, Chief Financial Officer of t
Company, certify, to my knowledge, pursuant to 18.Q. § 1350, as adopted pursuant to § 906 ofdheafies-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh1934; and

(2) The information contained in the Report fairly grets, in all material respects, the financial ctadiand results of operations
of the Company.

/sl WILLIAM J. CHARDAVOYNE

William J. Chardavoyne
Chief Financial Officer
Activision, Inc.

January 31, 200
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