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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark one)

Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the Quarterly Period Ended March 31, 200¢

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number 1-15839

Adnvision| BJIZAARD

ACTIVISION BLIZZARD, INC.

(Exact name of registrant as specified in its @rart

Delaware 95-4803544
(State or other jurisdiction « (I.LR.S. Employer Identification No
incorporation or organizatiol
3100 Ocean Park Boulevard, Santa Monica, C, 90405
(Address of principal executive office (Zip Code)

(310) 255-2000
(Registrant’s telephone number, including area fode

Indicate by check mark whether the registrant: h@9 filed all reports required to be filed by $@ettl3 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefildsuch reports), and (2) has been subject

to such filing requirements for the past 90 dayss ¥ No O

Indicate by check mark whether the registrant liésnitted electronically and posted on its corpo¥tb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8232.405 of this ¢egpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). YEE No O

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange

Act. (Check one):
Large Accelerated FileX Accelerated Filerd

Non-accelerated fileid Smaller reporting companOd
(Do not check if a smaller reporting compa



Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the BExgie Act). Yesd No

The number of shares of the registrant's CommonkStaitstanding at May 1, 2009 was 1,286,763,247.




Table of Contents

PART I.

Item 1.

Iltem 2.

Iltem 3.

Item 4.

PART II.

Iltem 1.

Item 1A.

Iltem 2.

Iltem 6.

SIGNATURE

EXHIBIT INDEX

CERTIFICATIONS

ACTIVISION BLIZZARD, INC. AND SUBSIDIARIES
Table of Contents
Explanatory Note
Cautionary Stateme!
FINANCIAL INFORMATION
Financial Statements (Unaudite
Condensed Consolidated Balance Sheets at Mar@089,and December 31, 20

Condensed Consolidated Statements of Operatiorieédhree months ended March 31, 2009 and Marg¢
2008

Condensed Consolidated Statements of Cash Flowkddhree months ended March 31, 2009 and Marg¢
2008

Condensed Consolidated Statement of Changes irls#ider’ Equity for the three months ended March
2009

Notes to Condensed Consolidated Financial Stater

Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior
Quantitative and Qualitative Disclosures About MarRisk

Controls and Procedur

OTHER INFORMATION

Legal Proceeding

Risk Factors

Unregistered Sales of Equity Securities and Udero€eed:

Exhibits

36

37

37

37

37

37

38

39




Table of Contents
EXPLANATORY NOTE

On July 9, 2008, a business combination by and ganivision, Inc., Sego Merger Corporation, a wiawned subsidiary of

Activision, Inc., Vivendi S.A"Vivendi”), VGAC LLC, a wholly-owned subsidiary @fvendi, and Vivendi Games, Inc., a wholly-owned
subsidiary of VGAC LLC, was consummated. As dtrebthe consummation of the business combinafiatiyision, Inc. was renamed
Activision Blizzard, Inc. For accounting purpostree business combination is treated ¢‘reverse acquisition,” with Vivendi Games, Inc.
deemed to be the acquirer. The historical finahsiatements of Activision Blizzard, Inc. priorXaly 9, 2008 are those of Vivendi Games, Inc.
(see Note 1 of Condensed Consolidated FinanciaéStants for more details).

CAUTIONARY STATEMENT

This Quarterly Report on Form 10-Q contains, orarporates by reference, certain forward-lookingtetaents within the meaning of the
Private Securities Litigation Reform Act of 1996cI statements consist of any statement otherdtranitation of historical fact and includ
but are not limited to, (1) projections of revenuespenses, income or loss, earnings or loss paesieash flow or other financial items;

(2) statements of our plans and objectives, indgdhose relating to product releases; (3) statetmef future economic performance; and

(4) statements of assumptions underlying suchratatés. We generally use words such as “anticipdteglieve,” “could,” “estimate,”

“expect,” “forecast,” “future,” “intend,” “may,” “o0 utlook,” “plan,” “positioned,” “potential,” “projec t,” “remain,” “scheduled,” “set to,”
“subject to,” “to be,” “upcoming,” “will,” and othe r similar expressions to help identify forward-ldmds statements. Forward-looking
statements are subject to business and econorkicrefiect management’s current expectations, egémand projections about our business,
and are inherently uncertain and difficult to prediOur actual results could differ materially. Tfeeward4ooking statements contained her
speak only at the date on which this Form 10-Q fivasfiled, and we disclaim any obligation to upeany forward-looking statements to
reflect events or circumstances after the datdigfQuarterly Report. Risks and uncertainties thaty affect our future results include, but are
not limited to sales levels of our titles, shificbnsumer spending trends, the impact of the atimeacroeconomic environment, the seasonal
and cyclical nature of the interactive game marlasty difficulties experienced during the transitwiiWorld of Warcraft in China from the
current licensee to NetEase, our ability to predichsumer preferences among competing hardwaréphas (including next-generation
hardware), declines in software pricing, productums and price protection, product delays, retiteptance of our products, adoption rate
and availability of new hardware and related softejandustry competition, rapid changes in techggland industry standards, protection of
proprietary rights, litigation against us, maintemee of relationships with key personnel, customemnsees, licensors, vendors and t-

party developers, counterparty risks relating tsttumers, licensees, licensors and manufacturersedtic and international econom

financial and political conditions and policiesréign exchange rates, integration of recent acdiaiss and the identification of suitable futt
acquisition opportunities, our success in complgtime integration of the operations of ActivisiardaVivendi Games in a timely manner, or at
all, and the combined company’s ability to realize anticipated benefits and synergies of the @afisn to the extent, or in the timeframe,
anticipated, and the other factors identified iniSR Factors” included in Part II, Item 1A of thisu@rterly Report on Form 10-Q and in our
Annual Report on Form -K for the year ended December 31, 2008. The fatw@oking statements contained herein are basexhup
information available to us as of the date of Qisarterly Report on Form 10-Q and we assume nayakibn to update any such forward-
looking statements. Forward-looking statementglet to be true when made may ultimately proysetimcorrect. These statements are not
guarantees of our future performance and are sulifedsks, uncertainties and other factors, sorfheroich are beyond our control and m
cause actual results to differ materially from cemt expectations.




Table of Contents

Part . FINANCIAL INFORMATION
Iltem 1. Financial Statements

ACTIVISION BLIZZARD, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(Amounts in millions, except share data)

Assets
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable, net of allowances of $224iamland $268 million at March 31, 2009 and
December 31, 2008, respectivi
Inventories
Software developmel
Intellectual property license
Deferred income taxes, n
Intangible assets, n
Other current asse
Total current asse

Long-term investment
Software developmel
Intellectual property license
Property and equipment, r
Other asset

Intangible assets, n

Trade name

Goodwill

Total asset

Liabilities and Shareholders’ Equity
Current liabilities:

Accounts payabl

Deferred revenue

Accrued expenses and other liabilit
Total current liabilities

Deferred income taxes, n

Other liabilities
Total liabilities

Commitments and contingencies (Note

Shareholde’ equity:

Common stock, $.000001 par value, 2,400,000,00€esteuthorized, 1,331,364,196 ¢
1,325,206,032 shares issued at March 31, 2009 andrBiber 31, 2008, respectivi

Additional paic-in capital

Less: Treasury stock, at cost, 44,845,025 and 286 at March 31, 2009 and December
2008, respectivel

Accumulated defici

Accumulated other comprehensive I
Total shareholde’ equity

Total liabilities and sharehold¢ equity

At March 31, At December 31,
2009 2008
$ 298¢ $ 2,95¢
42 44
18t 1,21(
23C 262
24t 23t
35 35
571 53€
4 14
21C 201
4,51( 5,49t
79 78
6 1
5 5
13¢€ 14¢
23 30
1,24¢ 1,28:
43¢ 43¢
7,218 7,227
$ 13,65. $ 14,70
$ 16z % 55E
647 928
504 842
1,31¢ 2,32(
70¢ 61E
181 23¢
2,20: 3,174
12,21¢ 12,17(
(439) (126)
(28E) (474)
(46) (43)
11,44¢ 11,527
$ 13,65. $ 14,70

The accompanying notes are an integral part oktlEsidensed Consolidated Financial Statements.
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ACTIVISION BLIZZARD, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(Amounts in millions, except per share data)

For the three months endec

March 31,
2009 2008

Net revenues

Product sale $ 69C $ 61

Subscription, licensing, and other reven 291 264
Total net revenue 981 32t
Costs and expense

Cost of sale— product cost: 29¢ 35

Cost of sale— software royalties and amortizati 72 21

Cost of sale— intellectual property license 64 2

Cost of sale— massively mul-player online rol-playing game“MMORPC") 52 49

Product developmel 117 104

Sales and marketir 83 27

General and administrati 10z 24

Restructuring 15 —

Total costs and expens 802 262

Operating incom 17¢ 63
Investment income, ni 10 2
Income before income tax exper 18¢ 65
Income tax expens = 22
Net income $ 18 $ 43
Earnings per common share, basic and dil $ 014 $ 0.07
Weighted-average shares outstandin

Basic 1,30¢ 591

Diluted 1,35¢ 591

The accompanying notes are an integral part oktlEsidensed Consolidated Financial Statements.
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ACTIVISION BLIZZARD, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(Amounts in millions)

For the three months ended

March 31,
2009 2008
Cash flows from operating activitie
Net income $ 18¢ $ 43
Adjustments to reconcile net income to net cashigesl by operating activitie:
Deferred income taxe 56 21
Depreciation and amortizatic 69 16
Unrealized gain on auction rate securities cleegiis trading securitit (©)] —
Unrealized loss on put option from Ut 3 —
Amortization and writ-off of capitalized software development costs ardliectual propert:
licenses (1 68 22
Stocl-based compensation expense 3C 8
Excess tax benefits from stock option exerc a7 —
Changes in operating assets and liabilit
Accounts receivabl 1,02¢ 72
Inventories 32 2
Software development and intellectual propertyriges (75) (19)
Other asset (5) (6)
Deferred revenue (27¢€) 5
Accounts payabl (392) (18)
Accrued expenses and other liabilit (37€) (50)
Net cash provided by operating activit 32i 96
Cash flows from investing activitie
Capital expenditure (10 (6)
Proceeds from sale of investme 2 —
Proceeds from maturities of investme 1 —
Cash payments to effect acquisitions, net of caghieed — (@)
Decrease in restricted ca — 2
Net cash used in investing activiti (7) (8)
Cash flows from financing activitie
Proceeds from issuance of common stock to emplc 7 —
Repurchase of common st (319) —
Excess tax benefits from stock option exerc 17 —
Net cash transfers to Vivendi and affiliated comipa — (107)
Net cash used in financing activiti (28€) (107)
Effect of foreign exchange rate changes on castctasil equivalent (] 4
Net increase (decrease) in cash and cash equis 3C (15)
Cash and cash equivalents at beginning of pe 2,95¢ 62
Cash and cash equivalents at end of pe $ 2,98t $ 47

(1) Excludes deferral and amortization of stoeledr compensation expense.
(2) Includes the net effects of capitalizatioefedral, and amortization of stock-based compenosakpense.

The accompanying notes are an integral part oktkEsidensed Consolidated Financial Statements.
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ACTIVISION BLIZZARD, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN SHAR EHOLDERS’ EQUITY

For the Three Months ended March 31, 2009

(Unaudited)
(Amounts in millions)

Additional
Common Stock Paid-In

Treasury Stock

Accumulated

Other

Total

Accumulated Comprehensive Shareholders’

Shares Amount Capital Shares  Amount Deficit Loss Equity
Balance at December 31, 20C 1,32t $ —$ 12,17( (13)$ (126)% (474)% (43)$ 11,527
Components of comprehensive incot
Net income — — — — — 18¢ — 18¢
Change in unrealized depreciation on investme et
of taxes — — — — — — (D) (D)
Foreign currency translation adjustm — — — — — — 2 2
Total comprehensive incon 18¢€
Issuance of common stock pursuant to employee stock
options and restricted stock rigt 6 — 7 — — — — 7
Stoclk-based compensation expense related to emp
stock options and restricted stock rig — — 39 — — — — 39
Issuance of contingent considerat — — 2 — — — — 2
Shares repurchas: — — — (32 (313 — — (319

The accompanying notes are an integral part oktlimmndensed Consolidated Financial Statements.
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1.

ACTIVISION BLIZZARD, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
(Unaudited)

Background and basis of presentation

Business

Activision Blizzard, Inc. and subsidiaries (“Actsion Blizzard,” “we,” “us,” the “Company,” or “ouj”is a worldwide pure-play online,
personal computer (“PC”), console, and hand-hetdegpublisher. Through Activision Publishing, IntA¢tivision”), we are a leading
international publisher of interactive software gwots and peripherals. Activision develops and ighbk video games on various consc
hand-held platforms and the PC platform throughlrimilly developed franchises and license agreem&ativision currently offers games
that operate on the Sony Computer Entertainmemnyg PlayStation 2 (“PS2”), Sony PlayStation 3$¥), Nintendo Co. Ltd.
(“Nintendo”) Wii (“Wii"), and Microsoft Corporatiorn(“Microsoft”) Xbox 360 (“Xbox 360”) console systeanthe Sony PlayStation
Portable (“PSP”) and Nintendo Dual Screen (“NDS3ht-held devices; the PC; and the new handheld ggstem Nintendo DSi.
Through Blizzard Entertainment, Inc. (“Blizzardiye are a leader in terms of subscriber base amhues generated in the subscription-
based massively multi-player online role-playingnga(“MMORPG”) category. Blizzard internally devekand publishes PC-based
computer games and maintains its proprietary orgis®e related service, Battle.net.

Our Activision business involves the developmerdrketing, and sale of products directly, by licermethrough our affiliate label
program with certain third-party publishers. Acsigin’s products cover diverse game categories diguaction/adventure, action sports,
racing, role-playing, simulation, first-person actj music, and strategy. Activision’s target custofmase ranges from casual players to
game enthusiasts, and children to adults.

Our Blizzard business involves the developmentketarg, sales and support of role playing actiod stnategy games. Blizzard also
develops, hosts, and supports its online subsorigiased games in the MMORPG category. Blizzatheglevelopment studio and
publisher best known as the creator of World of ¥t and the multiple award winning Diablo, Staaffrand Warcraft franchises.
Blizzard distributes its products and generatesmaes worldwide through various means, includingssription revenues (which consist
of fees from individuals playing World of Warcrastich as prepaid-cards and other ancillary onkwenues); retail sales of physical
“boxed” product; electronic download sales of P@durcts; and licensing of software to third-partyngp@nies that distribute World of
Warcraft in China, Russia and Taiwan.

Our distribution business consists of operationSunope that provide warehousing, logistical, aslésdistribution services to third-party
publishers of interactive entertainment software,@vn publishing operations, and manufactureiistefactive entertainment hardware.

We maintain significant operations in the Unitedt8¢, Canada, the United Kingdom (“UK"), Germansariee, Italy, Spain, Australia,
Sweden, South Korea, Norway, Denmark, China, aad\itherlands.

Business Combination

On July 9, 2008, a business combination (the “BassnCombination”) by and among Activision, Inc.g&&erger Corporation, a wholly-
owned subsidiary of Activision, Inc., Vivendi S.&Vivendi”), VGAC LLC, a wholly-owned subsidiary dfivendi, and Vivendi

Games, Inc., a wholly-owned subsidiary of VGAC LIWzas consummated. As a result of the consummafitimee Business Combination,
Activision, Inc. was renamed Activision Blizzarehcl For accounting purposes, the Business Conibimettreated as a “reverse
acquisition,” with Vivendi Games, Inc. deemed tothe acquirer. The historical financial statemexitéctivision Blizzard, Inc. prior to
July 9, 2008 are those of Vivendi Games, Inc. Asidn, Inc.’s businesses were included in Activisilizzard's financial statements for
all periods subsequent to the consummation of teri@ss Combination only. See Note 1 of the Natgsansolidated Financial
Statements of the Annual Report on Form 10-K ferythar ended December 31, 2008 for more details.

Activision Blizzard continues to operate as a pribbmpany traded on NASDAQ under the ticker syn#VI and now conducts the
combined business operations of Activision, Ind givendi Games including its subsidiary, Blizz&dtertainment.

8
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Basis of Presentation

Activision Blizzard prepared the accompanying untmaiCondensed Consolidated Financial Statemerasdardance with the rules and
regulations of the Securities and Exchange Comomiggir interim reporting. As permitted under thogkes and regulations, certain notes
or other information that are normally requiredamgounting principles generally accepted in theté¢hBtates of America (“U.S. GAAP”)
have been condensed or omitted if they substantialblicate the disclosures contained in the anaudited Consolidated Financial
Statements. The unaudited Condensed Consolidategi¢ial Statements should be read in conjuncti¢h thie audited Consolidated
Financial Statements and notes thereto includediirAnnual Report on Form 10-K for the year ended¢d&mnber 31, 2008. In the opinion
of management, all adjustments (consisting of nbrewurring accruals) considered necessary forgia@sentation of our financial position
and results of operations in accordance with U&SAB have been included.

The accompanying unaudited Condensed Consolidateai¢tal Statements include the accounts and apesadf Activision Blizzard. Al
intercompany accounts and transactions have beaimated. The Condensed Consolidated FinanciaéBtamts have been prepared in
conformity with U.S. GAAP. The preparation of ther@ensed Consolidated Financial Statements in omitipwith U.S. GAAP requires
management to make estimates and assumptiondfietttae amounts reported in the Condensed Catetelil Financial Statements.
Actual results could differ from these estimated assumptions.

Certain reclassifications have been made to peciog amounts to conform to the current period gmégtion.

2.  Summary of significant accounting policies

Financial Instruments

The estimated fair values of financial instrumdrase been determined using available market infiomand valuation methodologies
described below. However, considerable judgmergdsired in interpreting market data to develojnestes of fair value. Accordingly,

the estimates presented herein may not be indecafithe amounts that we could realize in a cumesatket exchange. The use of different
market assumptions or valuation methodologies naaxe la material effect on the estimated fair valmeunts.

The carrying amount of cash and cash equivaleotsuats receivable, accounts payable, and accoyezhees are a reasonable
approximation of fair value due to their short-temature. Short-term investments are carried awlire with fair values estimated based
on quoted market prices. Long-term investments,r@ad of student loan backed taxable auctiongaterrities, are carried at fair value
with fair values estimated using an income-appraaohel (discounted cash-flow analysis) .

Derivative Financial Instruments

On January 1, 2009, we adopted Statement of FiabActounting Standard (“SFAS”) No. 161, “Disclossrabout Derivative Instruments
and Hedging Activities—an amendment of FASB StatetniNo. 133" (“SFAS No. 161”). The adoption of SFAS. 161 had no financial
impact on our Condensed Consolidated FinanciaéBtamts and only required additional financial stegst disclosures. We have applied
the requirements of SFAS No. 161 on a prospeciagisb Accordingly, disclosures related to interienipds prior to the date of adoption
have not been presented.

Foreign Currency Forward Contracts Not DesignatedHedges

We transact business in various currencies otfzer tie U.S. dollar and have significant internal@ales and expenses denominated in
currencies other than the U.S. dollar, subjectimgoucurrency exchange rate risks. To mitigaterislrfrom foreign currency fluctuations
we periodically enter into currency derivative gawits, principally swaps and forward contracts withturities of twelve months or less
with Vivendi as our principal counterparty. We dmt hold or purchase any foreign currency contrémt$rading or speculative purposes
and we do not designate these forward contractsaps as hedging instruments pursuant to FASBSgateNo. 133, “Accounting for
Derivative Instruments and Hedging Activities.” dezdingly, we report the fair value of these coctisan our Condensed Consolidated
Balance Sheet with changes in fair value recordemlir Condensed Consolidated Statement of Opesgation

9
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The effects of derivative instruments on our CorsgeinConsolidated Financial Statements were asafsl{@amounts in millions):

Fair Value of Derivative Instruments in Condensed Fair Value
Consolidated Balance Sheet At March 31, 2009 Balance Sheet Locatior
Foreign currency swaps and forward contracts nsigdated a
hedges $ 1 Accrued expenses and other liabilit

Amount of Net Realized and
Unrealized Gain (Loss)
Recognized in Income on

Effect of Derivative Instruments on Condensed Condialated Derivatives for the Three
Statement of Operations Months Ended March 31, 2009 Income Statement Location
Foreign currency swaps and forward contracts nsigded a:

hedges $ 2 Investment income, ni

3. Inventories

Our inventories consist of the following (amountsiillions):

At March 31, 2009 At December 31, 2008

Finished good $ 22C % 251

Purchased parts and compone 10 11

$ 23C % 262

4. _Goodwill
The changes in the carrying amount of goodwill pgrating segment for the three months ended MatcRBM9 are as follows (amounts
in millions):
Activision Blizzard Distribution Total

Balance at December 31, 2C $ 7,037 $ 17¢ 3 12 ¢ 7,227

Issuance of contingent considerat 2 — — 2

Purchase accounting adjustm 1 — — 1

Tax benefit credited to goodw a7 — — (17)

Balance at March 31, 20( $ 7,02: $ 17¢ $ 12 ¢ 7,21t

Issuance of contingent consideration consists ditiatial purchase consideration paid during 200&lation to previous acquisitions. The
tax benefit credited to goodwill represents thedeguction resulting from the exercise of stockan that were outstanding and vested at
the consummation of the Business Combination addded in the purchase price of Activision, Incthie extent that the tax deduction

does not exceed the fair value of those options.

10
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5. Intangible assets, net

Intangible assets, net consist of the following ¢ants in millions):

At March 31, 2009

Estimated Gross
useful carrying Accumulated Net carrying
lives amount amortization amount
Acquired finite-lived intangible asset:
License agreemen 3-10 years $ 207 $ (16) $ 191
Developed softwar 1-2years 28¢€ (281) 5
Game engine 2 -5 years 134 (50) 84
Internally developed franchisi 11- 12 years 1,12/ a7 958
Favorable lease 1- 4 years 5 2 3
Distribution agreement 4 years 17 (6) 11
Other intangible: 0- 2 years 5 (4) 1
Total finite-lived intangible asse! 1,77¢ (530) 1,24¢
Acquired indefinit-lived intangible asset:
Activision trademart Indefinite 38t — 38t
Acquired trade name Indefinite 48 — 48
Total $ 2211 $ (530 $ 1,681
At December 31, 2008
Estimated Gross
useful carrying Accumulated Net carrying
lives amount amortization amount
Acquired finite-lived intangible asset:
License agreemen 3- 10 years $ 207 $ 12 $ 19t
Developed softwar 1-2years 28¢ (272) 14
Game engine 2-5years 134 (42 92
Internally developed franchis: 11- 12 years 1,12¢ (14%) 97¢
Favorable lease 1-4years 5 D 4
Distribution agreement 4 years 17 (5) 12
Other intangible: 0- 2 years 5 4 1
Total finite-lived intangible asse! 1,77¢ (481) 1,29i
Acquired indefinit-lived intangible asset:
Activision trademart Indefinite 38t — 38t
Acquired trade name Indefinite 48 — 48
Total $ 2211 $ (481 $ 1,73(

Amortization expense of intangible assets for tire¢ months ended March 31, 2009 and 2008 was $i#&mnand $1 million,
respectively.

At March 31, 2009, future amortization of finite«id intangible assets is estimated as follows (atsom millions):

2009 (remaining nine month $ 251
2010 20€
2011 144
2012 12C
2013 104
Thereaftel 421
Total $ 1,24¢

11
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6.

Income taxes

The tax rate reported for the three months endetiMal, 2009 is based on our projected annual tefeetax rate for 2009, and also
includes certain discrete tax benefits recordeihduhe period. Our tax expense of less than danilfiollars for the three months ended
March 31, 2009 reflects an effective tax rate of Whch differs from our effective tax rate of 34%r the three months ended March 31,
2008. The effective tax rate of 0% for the threenthe ended March 31, 2009 differs from the stajutate of 35% primarily due to foreir
income taxes provided at lower rates and certaordie tax benefits recorded during the periodedlto the release of valuation
allowances on foreign net operating losses andhipact of changes to the state of California taxsla The effective rate for the three
months ended March 31, 2009 differs from the saer®@ in 2008 primarily due to the discrete taxdfén recorded in the three months
ended March 31, 2009 and the foreign income taxddterential mentioned above.

In accordance with SFAS No. 109, “Accounting focdme Taxes” (“SFAS No. 109”), we evaluate our deféitax assets, including net
operating losses, to determine if a valuation adloee is required. SFAS No. 109 requires that comegaassess whether a valuation
allowance should be established or released bas#teaonsideration of all available evidence usirighore likely than not” standard. In
making such judgments, significant weight is gitervidence that can be objectively verified. AtBmber 31, 2008, we had a valuation
allowance relating to foreign net operating lossydarwards of $23 million. The ultimate realizai of the net operating losses depends
upon the generation of future taxable income dutiiregperiods in which those temporary differencesoime deductible. We currently
expect to realize these net operating losses thrtaxgble income; therefore, during the first geladf 2009, we released the valuation
allowance against our deferred tax assets.

California Senate Bill No.15 was enacted in Febrzfy, 2009 and contains significant changes tsthte of California tax landscape. In
accordance with SFAS No. 109, when there is antedahange in tax laws or rate, we adjust our dedetax liabilities and assets to
reflect the change. During the first quarter 802, we reduced our net deferred tax liabilitied tax provision by $9 million.

We recognize interest and penalties related torntaiogax positions in the income tax expense Match 31, 2009, we had $3 million of
accrued interest related to uncertain tax positidfar the three months ended March 31, 2009, eerded $1 million of interest expense
related to uncertain tax positions.

Software development costs and intellectupfoperty licenses

At March 31, 2009, capitalized software developntasts included $187 million of internally develdpoftware costs and $64 million of
payments made to third-party software developer®dcember 31, 2008, capitalized software developroests included $173 million of
internally developed software costs and $63 miltibpayments made to third-party software develsp@apitalized intellectual property
licenses were $40 million at each of March 31, 2808 December 31, 2008. Amortization of capitaligeftware development costs and
intellectual property licenses for the three morhded March 31, 2009 and 2008 was $72 million&inchillion, respectively. Write-offs
and impairments was less than a million dollars $&t million for the three months ended March 3102and 2008, respectively.

Restructuring

The Company has been implementing its organizati@séructuring plan as a result of the Businessilioation described in Note 1 of
the Notes to Condensed Consolidated Financial i@&aits. This organizational restructuring plan idelsithe integration of different
operations to streamline the combined organizaifoictivision Blizzard.

The primary goals of the organizational restructyiivere to rationalize the title portfolio and colidate certain corporate functions so as
to realize the synergies of the Business Combinatio

12
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The following table details the changes in restiting reserves included in accrued expenses ared halilities in the Condensed
Consolidated Balance Sheets at March 31, 2009 (atsdu millions):

Facilities
Severance(1) costs(1) Total
Balance at December 31, 2C $ 37 $ 7 % 44
Costs charged to exper 15 — 15
Costs paid or otherwise settl (12) (D) (12
Foreign exchange and ott (2) (1) (3)
Balance at March 31, 20( $ 39 % 5 % 44

(1) Accounted for in accordance with SFAS No. 146, “éaating for Costs Associated with Exit or DispoAativities” (“SFAS
No. 146”).

The total restructuring reserve balance and theesttucturing charges are presented below by tiegaegment (amounts in millions):

Restructuring Reserve Balance Restructuring Charges
At At Three months ended
March 31, 2009 December 31, 2008 March 31, 2009

Activision $ 5 % — 3 7
Blizzard — — —
Distribution 3 — 3
Activision Blizzar('s core operatior 8 — 10
Activision Blizzarc's nor- core exit operation 36 44 5
Total $ 4 % 44 $ 15

The expected restructuring charges to be incurriegtipally by Activision Blizzard’s non-core exiperations related to the Business
Combination during the three months ending Jun&309 are presented below (amounts in millions):

Low High
Expected future restructuring costs, before $ 16 $ 22
Expected future restructuring costs, after 9 13

The total expected restructuring charges relatededusiness Combination from the Business Contibimaate through June 30, 2009
presented below (amounts in millions):

Low High
Total expected restructuring costs, before $ 124 $ 13C
Total expected restructuring costs, after 74 78

The after tax cash charges are expected to cqugisarily of employee-related severance cash dagigroximately $55 million), facility

exit cash costs (approximately $5 million) and ceshtract terminations costs (approximately $18iom). Separately, through March 31,
2009 these restructuring charges were partiallyedfhy cash proceeds of approximately $33 millromfasset disposals and after tax cash
benefits related to the streamlining of the Vive@a@dimes title portfolio.
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9. Comprehensive income and accumulated other mprehensive loss

Comprehensive Income

The components of comprehensive income for thesthmenths ended March 31, 2009 and 2008 were asv®llamounts in millions):

Three months ended March 31,

2009 2008
Net income $ 18¢ $ 43
Other comprehensive income (los
Foreign currency translation adjustm 2 3
Change in unrealized depreciation on investmetsofhtaxes @) —
Other comprehensive income (lo: 3 3
Comprehensive incorr $ 18€ $ 46

Accumulated Other Comprehensive Loss

For the three months ended March 31, 2009 the coenie of accumulated other comprehensive loss asfellows (amounts in

millions):
Accumulated
Foreign currency Unrealized other
translation depreciation comprehensive
adjustment on investments loss
Balance at December 31, 20 $ (41 $ 2 $ (43
Other comprehensive lo @) @ ©)]
Balance at March 31, 20( $ (43 $ 3 $ (46)

Other comprehensive loss is presented net of tagflie related to the change in unrealized deptiecian our investments for the three
months ended March 31, 2009. Income taxes werpmetded for foreign currency translation itemgtasse are considered indefinite
investments in non-U.S. subsidiaries.

10. Investment income, net

Investment income, net is comprised of the follayjamounts in millions):

Three months ended March 31,

2009 2008

Interest incom $ 9 % 3
Interest expens @ —
Unrealized gain on trading securit| 3 —
Unrealized loss on put option from Ut 3 —
Net realized and unrealized gain (loss) on foregchange

contracts 2 (1)
Investment income, ni $ 10 $ 2

14




Table of Contents

11. Fair value measurements

The three levels of inputs used to measure fairevale as follows:
» Level 1 — Quoted prices in active markets for idgaltassets or liabilities.

* Level 2 — Observable inputs other than quoted prineluded in Level 1, such as quoted prices fmilar assets or liabilities in
active markets or other inputs that are observabtan be corroborated by observable market data.

» Level 3 — Unobservable inputs that are supportelittby or no market activity and that are signéitt to the fair value of the assets
or liabilities. This includes certain pricing modgtliscounted cash flow methodologies and simélehniques that use significant
unobservable inputs.

The tables below segregate all assets and ligsilitiat are measured at fair value on a recurasgfwhich means they are so measur
least annually) into the most appropriate levehimithe fair value hierarchy based on the inpuesius determine the fair value at the
measurement date (amounts in millions):

Fair Value Measurements at
Reporting Date Using

Quoted
Prices in
Active
Markets for Significant
Identical Other Significant
At Financial Observable Unobservable
March 31, Instruments Inputs Inputs Balance Sheet
2009 (Level 1) (Level 2) (Level 3) Classification
Financial asset:
Money market fund $ 2,86¢ $ 2,86¢ $ — 8 — Cash and cash equivalel
Mortgage backed securiti 5 — 5 — Shor-term investment
Auction rate securitie 79 — — 79 Long-term investment
Put option from UBS 7 — — 7 Other asse—nor-current
Total financial assets at fair val $ 2,957 $ 2,866 $ 5 % 86
Financial liabilities:
Foreign exchange contre
derivatives $ 1 3 — $ 1 $ — Other liabilitie—current
Other financial liability 31 — — 31 Other liabilitie—nor-current
Total financial liabilities at fair
value $ 32 3% — $ 1 3 31
At December 31
Balance Sheet
2008 (Level 1) (Level 2) (Level 3) Classification
Financial asset:
Money market fund $ 2,60¢ $ 2,60¢ $ — 3 — Cash and cash equivalel
Mortgage backed securiti 7 — 7 — Shor-term investment
Auction rate securitie 78 — — 78 Long-term investment
Put option from UBS 10 — — 10 Other asse—nor-current
Foreign exchange contre
derivatives 5 — 5 — Other asse—current
Total financial assets at fair val $ 2,70¢ $ 2,60¢ $ 12 $ 88
Financial liabilities:
Foreign exchange contract
derivatives $ 2 $ — $ 2 3 —  Other liabilitie—current
Other financial liability 31 — — 31 Other liabilitie—nor-current
Total financial liabilities at fair
value $ 33 $ — 3 2 % 31

Other financial liability represents the earn-aability from a previous acquisition. The earn-tiability was recorded at fair value at the
date of the Business Combination as it will belsgtby a variable number of shares of our commooksbased on the average closing
price for the five business days immediately prawpdsuance of the shares. When estimating thevdduie, we considered our projection
of revenues from the related titles under the @artrprovisions. For the three months ended Marct28@9, there was no change in our
fair value estimate of this financial liability.
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The following table provides a reconciliation oétheginning and ending balances of our financisdtsand financial liabilities classified
as Level 3 (amounts in millions):

Level 3
Balance at December 31, 2008, $ 57
Total losses realized/unrealized included in egrpif@) (b) (@H)]
Total losses included in other comprehensive inc(ai (1)
Balance at March 31, 2009, r $ 55

12.

(a) Due to uncertainties surrounding the timindjaguiidation of our auction rate securities, wessify these instruments as long-term
investments in our Condensed Consolidated Balaheet&t March 31, 2009. Liquidity for these auctiate securities is typically
provided by an auction process which allows holdesell their notes and resets the applicableésteate at pre-determined intervals,
usually every 7 to 35 days. On an industry-widedyasany auctions have failed, and there is, asngeteaningful secondary market for
these instruments. Each of the auction rate séesiiit our investment portfolio at March 31, 20@& lexperienced a failed auction and
there is no assurance that future auctions foetlesurities will succeed. An auction failure methras the parties wishing to sell their
securities could not be matched with an adequdten@of buyers. In the event that there is a fadledtion, the indenture governing the
security requires the issuer to pay interest atraractually defined rate that is generally abowsekat rates for other types of similar
instruments. The securities for which auctions Hailed will continue to earn interest at the cawtual rate and be auctioned every 7 to
35 days until the auction succeeds, the issues @l securities or they mature. As a result, bilityto liquidate and fully recover the
carrying value of our auction rate securities i@ tlear term may be limited or not exist.

Consequently, fair value measurements have beinatst using an income-approach model (discourdst-flow analysis). When
estimating the fair value, we consider both obdae/anarket data and non-observable factors, inetudredit quality, duration, insurance
wraps, collateral composition, maximum rate forrsulzomparable trading instruments, and likelihobedemption. Significant
assumptions used in the analysis include estinfatésterest rates, spreads, cash flow timing andwnts, and holding periods of the
securities. See Notes 3 and 6 of the Notes to Qidased Financial Statements of our Annual ReparForm 10-K for the year ended
December 31, 2008 for additional information regagcbur auction rate securities .

(b) Put option from UBS represents an offer fromSJUBG (“UBS”) providing us with the right to requitéBS to purchase our auction rate
securities held through UBS at par value (see Naitthe Notes to Consolidated Financial Statemehtsir Annual Report on Form 10-K
for the year ended December 31, 2008 for more |dptdio value the put option, we considered a nursbéactors including its intrinsic
value, interest rates, the maturity of the optenmg our assessment of the credit quality of UBS.

Operating segments and geographic regions

Our operating segments are in accordance withrderrial organizational structure, the manner inclwliur operations are reviewed and
managed by our Chief Executive Officer, our Chigle@ating Decision Maker (“CODM”"), the manner in whioperating performance is
assessed and resources are allocated, and thaldlitsibf separate financial information.

Prior to the Business Combination, Vivendi Gamesagad its business in two main divisions: BlizzErdertainment and Sierra
Entertainment (along with Sierra online and Vive@Gdimes Mobile). As a result of the Business Contlinawe provide our CODM
financial information based upon management’s neyamizational structure.

Currently , we operate under four operating segméntActivision Publishing—publishes interactigatertainment software and
peripherals, which includes businesses operatethyision, Inc. prior to the Business Combinatiamd certain studios, assets, and titles
previously included in Vivendi Games’ Sierra Era@ntnent operating segment prior to the Businesskiduation (“Activision”),

(i) Blizzard Entertainment, Inc. and its subsiigar—publishes traditional games and online subSeorihased games in the MMORPG
category (“Blizzard”), (iii) Activision Blizzard Gitribution—distributes of interactive entertainmeaftware and hardware products
(“Distribution”) (these three operating segmentsyfdictivision Blizzard’s core operations) and (Agtivision Blizzard’s non-core exit
operations (“Non-Core”). Activision Blizzard’s naiore exit operations represent legacy Vivendi Gaudligisions or business units that
we have exited or are winding down as part of estructuring and integration efforts as a resuthefBusiness Combination, but do not
meet the criteria for separate reporting of disicu@d operations. In accordance with the provis@nSFAS No. 131, “ Disclosure About
Segments of an Enterprise and Related Informatig8FAS No. 131") all prior period segment inforrwat has been restated to conform
to this new segment presentation.
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The consummation of the Business Combination reguilt net revenues and segment income (loss) fnerbusinesses operated by
Activision, Inc. prior to the Business Combinatiosing included for the quarter ended March 31, 2008 not for the same period in 20
Also, the Activision operating segment includes &fidi Games titles retained after the Business Caoatioin.

The CODM reviews segment performance exclusivéefimpact of the deferred net revenues and retadstof sales, stock-based
compensation expense, restructuring expense, aatot of intangible assets and purchase pricewsdcg related adjustments, and
integration and transaction costs. Informationfmndperating segments and reconciliations of tethtevenues and total segment income
(loss) from operations to consolidated net revermmeisoperating income (loss) for the three montiteed March 31, 2009 and 2008 are
presented below (amounts in millions):

Three months ended March 31,

2009 2008 2009 2008
Segment income (loss) from
Net revenues operations
Activision $ 34t $ 38 $ 27 % (19
Blizzard 291 28C 14z 154
Distribution 85 — 3 —
Activision Blizzar('s core operatior 724 31¢ 11¢ 13t
Activision Blizzarc' s nor-core exit operation 1 5 (4) (65)
Operating segments tof 72t 328 11F 70
Reconciliation to consolidated net revenues /
operating income (loss
Net effect from deferral of net revenues i
related cost of sale 25€ 2 167
Stock-based compensation expel — — (28) (8)
Restructuring expens — — (15) —
Amortization of intangible assets and purchase
price accounting related adjustme — — (46) (@)
Integration and transaction co — — (14) —
Consolidated net revenues / operating inci $ 981 §$ 328§ 17¢  $ 63

Geographic information for the three months endedidd 31, 2009 and 2008 is based on the locatidineo$elling entity. Net revenues
from external customers by geographic region werikows (amounts in millions):

Three months ended March 31,

2009 2008
Net revenues by geographic reg

North America $ 524 % 13¢
Europe 307 13€
Asia Pacific 64 45
Total geographic region net revent 89t 32C
Distribution net revenue 85 —
Activision Blizzar(' s nor-core exit operation 1 5
Total consolidated net revent $ 981 § 32t

Net revenues by platform were as follows (amountsillions):

Three months ended March 31

2009 2008
MMORPG $ 314 % 27¢
Console 503 22
Hanc-held 32 11
PC and othe 46 12

Total platform net revenue 89t 32C

Distribution 85 —

Activision Blizzar('s nor-core exit operation 1 5

Total consolidated net revent $ 981 § 32¢
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13.

We did not have a single external customer thavated for 10% or more of consolidated net reverioiethe three month periods ended
March 31, 2009 and 2008.

Computation of earnings per share

The following table sets forth the computation aéiz and diluted earnings per common share (amdaumtdlions, except per share data):

Three months ended March 31,

2009 2008
Numerator:
Consolidated net inconr $ 18¢ % 43
Net income allocated to unvested sl-based awards in accordance with F
EITF 0%-6-1 (1) —
Numerator for basic and diluted earnings per comst@re- income availabl
to common shareholde $ 186 $ 43
Denominator
Denominator for basic earnings per common shareighted-average commo
shares outstandir 1,30¢ 591
Effect of potential dilutive common shares undeasury stock metho
Employee stock optior 51 —
Denominator for diluted earnings per common shaveighted-average
common shares outstanding pdilutive effect of employee stock optio 1,35¢ 591
Basic earnings per common sh $ 0.14 $ 0.07
Diluted earnings per common shi $ 014 $ 0.07

On January 1, 2009, we adopted the Financial Adoogii$tandards Board (“FASB”) Staff Position (“FS®h the FASB’s Emerging
Issues Task Force (“EITF") Issue No. 03-06-1, “Detiming Whether Instruments Granted in Share-Bd&dnent Transactions Are
Participating Securities,” (“FSP EITF 03-06-1"). dlar FSP EITF 03-06-1, unvested share-based awdrids imclude the right to receive
nonforfeitable dividends or dividend equivalents eonsidered to participate with common stock idistnibuted earnings. Companies that
issue share-based awards considered to be patitigz@curities under FSP EITF 03-06-1 are requioethlculate basic and diluted
earnings per common share amounts under the tvgs-piathod. The two-class method excludes from eggrper common share
calculations any dividends paid or owed to parttipy securities and any undistributed earningsicemed to be attributable to
participating securities. FSP EITF 03-06-1 requietsospective application to all prior-period éags per share data presented. Our
unvested restricted stock rights (including resedcstock units, restricted stock awards, and padoce shares) are considered
participating securities since these securitie® mnforfeitable rights to dividends or dividend equisals during the contractual perioc
the share-based payment award. Since the unvesstgtted stock rights are considered participasiecurities, we are required to use the
two-class method in our computation of basic artatelil net earnings per common share. For the thiwghs ended March 31, 2009, we
had outstanding unvested restricted stock rightis maspect to 10 million shares of common stock eveighted-average basis. The
adoption did not change the calculated basic otetil earnings per common share amounts for the thomths ended March 31, 2009 or
2008.
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14.

15.

On July 9, 2008, Vivendi obtained control of Acsiidn, Inc. through acquisition of the majority bétoutstanding common stock of
Activision, Inc. For accounting purposes, Vivendir@es is deemed to be the acquirer (reverse adqnisit see Note 1 of the Notes to
Condensed Consolidated Financial Statements). iBherical financial statements prior to July 9, 80@re those of Vivendi Games.
Further, earnings per common share for periods poithe Business Combination are retrospectivdjysied to reflect the number of split
adjusted shares received by Vivendi, former paséiMivendi Games.

Potential common shares are not included in themémator of the diluted earnings per share calmavhen inclusion of such shares
would be anti-dilutive. Therefore, stock-based aigazonsisting of stock options with respect to 2fion shares of common stock for the
three months ended March 31, 2009 were not inclidéte calculation of diluted earnings per shareduse their effect would be anti-
dilutive.

Capital transactions

Repurchase Program

On November 5, 2008, we announced that our BoaRirettors authorized a stock repurchase progragemwhich we may repurchase
up to $1 billion of our common stock. Under thisgram, we may repurchase our common stock from tintiene on the open market or
in private transactions, including structured crederated transactions. We will determine the tgrand amount of repurchases based on
our evaluation of market conditions and other fexctdhe repurchase program may be suspended entiisged by the Company at any
time.

Under the repurchase program, we repurchased &@mshares of our common stock for $313 millionidg the three months ended
March 31, 2009. At March 31, 2009, we had $561iarilkavailable for utilization under the repurchasegram.

Commitments and contingencies

We did not have any significant changes to our céments since December 31, 2008. See Note 18dfitites to Consolidated Financ
Statements included in Item 8 of the Annual ReparEorm 10-K for the year ended December 31, 20608&bre information regarding
our commitments.

Legal Proceedings

On February 8, 2008, the Wayne County Employeetitétrent System filed a lawsuit challenging the iBass Combination in the
Delaware Court of Chancery. The suit is a putatiess action filed against the parties to the BessrnCombination Agreement as well as
certain current and former members of our BoarDicéctors. The plaintiff alleges, among other thnthat our current and former
directors named therein failed to fulfill their €idiary duties with regard to the Business Combamakliy “surrendering” the negotiating
process to “conflicted management,” that thosedires were aided and abetted by Vivendi and tho&e sfibsidiaries named in the
complaint, and that the preliminary proxy statenféatl by the Company on January 31, 2008 conteémtain statements that the plaintiff
alleges are false and misleading. The plaintifksesn order from the court that, among other thinggifies the case as a class action,
enjoins the Business Combination, requires therdizfiets to disclose all material information, destathat the Business Combination is in
breach of the directoréiduciary duties and therefore unlawful and unecéable, awards the plaintiff and the putative ctiswages for &
profits and special benefits obtained by the dedabéh connection with the Business Combination emdler offer, and awards the
plaintiff its cost and expense, including attorrefges.

After various initial motions were filed and rulegon, on May 8, 2008, the plaintiff filed an ametid®mplaint that, among other things,
added allegations relating to a revised preliminanxy statement filed by the Company on April 2008. Additional motions were then
filed, including a motion for preliminary injuncticfiled by the plaintiff and a motion to dismiskefi by Vivendi and its subsidiaries. On
June 14, 2008, the plaintiff filed a motion forveao file a second amended complaint. On Jun@@08, the court granted Vivendi and its
subsidiaries’ motion to dismiss, pursuant to audéifton with the plaintiff, and on July 1, 2008 niled the plaintiff’s motion for preliminary
injunction.

On December 23, 2008, the plaintiff filed an amehdwtion for leave to file a second amended compldihe court granted the motion
January 14, 2009 and the second amended complaintdeemed filed on the same date. The second atheadwlaint asserts claims
similar to the ones made in the original complaéhillenging Activision’s Board of Directors’ acti® in connection with the negotiation
and approval of the Business Combination, as veetlisclosures made to our shareholders and
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16.

certain amendments made to our certificate of ipa@tion in connection therewith. In addition, #eeond amended complaint asserts that
Activision’s Board of Directors breached its fidagj duties in approving and recommending those dments to the certificate of
incorporation. Among other things, the plaintifegs certification of the action as a class actodeclaration that amendments made to the
certificate of incorporation are invalid and uneciable, a declaration that our directors breatheid fiduciary duties, rescission of the
Business Combination and related transactionsgdanthges, interest, fees and costs.

On February 13, 2009, the Company filed its opethirigf in support of its motion to dismiss all et in the complaint. The plaintiff filed
its opposition on April 7, 2009 and the Compangdiits reply on May 5, 2009. No hearing date hadbgen set on the motion to dismiss.
The Company intends to continue to defend itsgjorausly.

In addition, we are party to other routine claimsl guits brought by us and against us in the ordioaurse of business, including disputes
arising over the ownership of intellectual propeights, contractual claims, employment laws, ragahs and relationships, and collection
matters. In the opinion of management, after caasah with legal counsel, the outcome of suchirmutlaims and lawsuits will not have
a material adverse effect on our business, finhooradition, results of operations, or liquidity.

Stockbased compensation

Restricted Stock Rights

The following table summarizes our restricted stdgkts (including restricted stock units, reseittstock, and performance shares)
activity for the three months ended March 31, 2@ounts in thousands, except per share amount):

Weighted-

Restricted Stock Average Grant

Rights Date Fair Value
Balance at December 31, 20 10,267 $ 14.52
Grantec 23 9.9¢
Vested (209 9.4¢
Forfeited (4) 17.51
Balance at March 31, 20( 10,17; 13.21

At March 31, 2009, $66 million of total unrecogrizeompensation cost related to Activision Blizzegsltricted stock rights is expected to
be recognized over a weighted-average period @& yle@rs.

Stock Option Activities

Stock option activities for the three months enbleaich 31, 2009 are as follows (amounts in millioms;cept number of shares in thousands
and per share amounts):

Weighted-average

Weighted-average remaining contractual Aggregate
Shares exercise price term intrinsic value
Outstanding at December 31, 2( 97,84, $ 6.5¢
Grantec 69 9.9¢
Exercisec (5,967 1.3¢
Forfeited (10¢) 8.21
Outstanding at March 31, 201 91,84 6.87 588 $ 39¢
Vested and expected to vest at March 31, : 87,070 $ 6.61 52t $ 391
Exercisable at March 31, 20! 53,12: 4.3t 4.2¢ 33t

The aggregate intrinsic value in the table abopeasents the total pretax intrinsic value (i.e.diference between our closing stock price
on the last trading day of the period and the égergrice, times the number of shares for optiohsre the exercise price is below the
closing stock price) that would have been recelwethe option holders had all option holders exsaditheir options on that date. This
amount changed based on the fair market value raftogk. Total intrinsic value of options actuadiyercised was $52 million for the three
months ended March 31, 2009.
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At March 31, 2009, $88 million of total unrecogrizeompensation cost related to stock options igeteg to be recognized over a
weighted-average period of 1.4 years.

Net cash proceeds from the exercise of stock opticare $7 million for the three months ended M&th2009. Income tax benefit from
stock option exercises was $17 million for the ¢hneonths ended March 31, 2009. In accordance WFfkSSNo. 123R, “Share-Based
Payment” (“SFAS No. 123R"), we present excess tneffits from the exercise of stock options, if aayfinancing cash flows rather than
operating cash flows.

Blizzard Equity Plan (“BEP”)

In 2006, Blizzard implemented the BEP, an equiteitive plan denominated in U.S. dollars. UndeBE®, restricted shares of Blizzard
stock and other cash settled awards were granteettain key executives and employees of Blizzard.

At March 31, 2009, unrecognized compensation ex@ensler the BEP was $14 million which will be resiagd over the following nine
months. At March 31, 2009, accrued expenses arat bébilities in the Condensed Consolidated BagaBheet included $74 million
related to this plan.

Vivendi Corporate Plan

Prior to the Business Combination, Vivendi Games éguity incentive plans that were equity-settled eash-settled. Equity-settled
awards include stock options and restricted shiamesdrom Vivendi, and the cash-settled award idetustock appreciation rights and
restricted stock units from Vivendi. There werermsav grants from Vivendi during the three monthseshiflarch 31, 2009. During the
three month period ended March 31, 2009 there wematerial changes to the components of equitiedeind cash-settled instruments.
At March 31, 2009, we have recorded in the Cond&@zmsolidated Balance Sheet other liabilities©h$llion relating to the Vivendi
Corporate Plan.

Method and Assumptions on Valuation of Stock Option

Our employee stock options have features thatrefffitiate them from exchange-traded options. Thestifes include lack of
transferability, early exercise, vesting restrinippre- and post-vesting termination provisiofachout dates, and time-varying inputs. In
addition, some of the options have non-traditideatures, such as accelerated vesting upon trsfagdion of certain performance
conditions that must be reflected in the valuatidninomial-lattice model was selected because litatter able to explicitly address these
features than closed-form models such as the Biaticles model, and is able to reflect expectedduthanges in model inputs, including
changes in volatility, during the option’s contaaitterm.

We have estimated the expected future changes delnmputs during the option’s contractual termeThputs required by our binomial-
lattice model include expected volatility, risk-dranterest rate, risk-adjusted stock return, dinélgield, contractual term, and vesting
schedule, as well as measures of employees’ foréiexercise, and post-vesting termination behma@iatistical methods were used to
estimate employee rank-specific termination rafégse termination rates, in turn, were used to itb@enumber of options that are
expected to vest and post-vesting termination behakmployee rank-specific estimates of ExpectedeFTo-Exercise (“ETTE”) were
used to reflect employee exercise behavior. ETTE @gimated by using statistical procedures tb dstimate the conditional probability
of exercise occurring during each time period, édoal on the option surviving to that time periadd then using those probabilities to
estimate ETTE. The model was calibrated by adjggterameters controlling exercise and post-veséngination behavior so that the
measures output by the model matched values of thegasures that were estimated from historical d&ta weighted-average estimated
value of employee stock options granted duringhihee months ended March 31, 2009 was $4.92 pee, siising the binomial-lattice
model with the following weighted-average assumpgio

Employee and director
options and warrants
for three months
ended March 31, 2009

Expected life (in years 6.2C
Risk free interest rai 3.15%
Volatility 53.7%
Dividend yield —
Weightec-average fair value at grant di $ 4.9

To estimate volatility for the binomial-lattice meldwe use methods or capabilities that are diszliss SFAS No. 123R and Staff
Accounting Bulletin No. 107, “Share-Based PaymgfSAB No. 107”). These methods include the impliedatility
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method based upon the volatilities for exchangdetizoptions on our stock to estimate short-termatility/, the historical method
(annualized standard deviation of the instantaneetusns on Activision Blizzard's stock) during thption’s contractual term to estimate
long-term volatility and a statistical model toipsite the transition or “mean reversion” from skerin volatility to long-term volatility.
Based on these methods, for options granted dtmghree months ended March 31, 2009, the expstbe# price volatility ranged from
53.60% to 56.00%, with a weighted-average volgtoit 53.79%.

As is the case for volatility, the risk-free raseaissumed to change during the option’s contratdual. Consistent with the calculation
required by a binomial lattice model, the risk-frage reflects the interest from one time perioth®onext (“forward rate”) as opposed to
the interest rate from the grant date to the gtirae period (“spot rate”). Since we do not curhgpiay dividends and are not expected to
pay them in the future, we have assumed that thdetfid yield is zero.

The expected life of employee stock options reprssthe weighted-average period the stock optiome®gpected to remain outstanding
and is an output from the binomial-lattice moddieTexpected life of employee stock options depemndall of the underlying assumptions
and calibration of our model. A binomial-lattice deb can be viewed as assuming that employees xélcése their options when the stock
price equals or exceeds an exercise boundary. Xdreise boundary is not constant, but continuadiglidles as one approaches the option’
expiration date. The exact placement of the exetotgindary depends on all of the model inputs dlsas¢he measures that are used to
calibrate the model to estimated measures of erapkdyexercise and termination behavior.

As stock-based compensation expense recognizée i@dandensed Consolidated Statement of Operatioribd three months ended
March 31, 2009 is based on awards ultimately exqueit vest, it has been reduced for estimatediforés. Forfeitures are estimated at the
time of grant and revised, if necessary, in subsetperiods if actual forfeitures differ from thosstimates. Forfeitures were estimated
based on historical experience.

Accuracy of Fair Value Estimates

We developed the assumptions used in the binotitiée model, including model inputs and measufesmployees’ exercise and post-
vesting termination behavior. Our ability to acdeha estimate the fair value of share-based payraenatds at the grant date depends upon
the accuracy of the model and our ability to acmlydforecast model inputs as long as ten yeaosthe future. These inputs include, but
are not limited to, expected stock price volatjlitgk-free rate, dividend yield, and employee ti@ation rates. Although the fair value of
employee stock options is determined in accordanteSFAS No. 123R and SAB No. 107 using an opfpoicing model, the estimates
that are produced by this model may not be indieatif the fair value observed between a willingdrugnd a willing seller. Unfortunately,

it is difficult to determine if this is the caseedause markets do not currently exist that petmaitctive trading of employee stock option
and other share-based instruments.

Stock-based Compensation Expense
The following table sets forth the total stock-tthsempensation expense resulting from stock optiestricted stock rights, the BEP, and
the Vivendi Corporate Plan included in our CondenSensolidated Statements of Operations for theetimonths ended March 31, 2009,

and 2008 (amounts in millions):

Three months ended March 31,

2009 2008
Cost of sale—software royalties and amortizati $ 5 ¢ 1
Product developmel 9 18
Sales and marketir 3
General and administrati 11 (12
Restructuring 2
Stoclk-based compensation expense before income 30 8
Income tax benefi (12) (3)
Total stocl-based compensation expense, net of income taxib $ 18 $ 5

As a result of the reverse acquisition accountiagtiment for the Business Combination, previoussyéd Activision, Inc. stock options
and restricted stock awards granted to employegslimectors, and Activision, Inc. warrants outstagdand unvested at the date of the
Business Combination, were accounted for as anaggehof awards. The fair value of the outstandiegfed and unvested awards was
measured on the date of the acquisition, and feested awards which required service subsequehetdate of the Business
Combination, a portion of the awards’ fair valuessvallocated to future service and will be recogdiaver the remaining future requisite
service period. As a result of this fair value meament of stock-based payment awards on the
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17.

18.

date of the acquisition, we estimate that we ireian additional $9 million of stock-based comp&araexpense for the quarter ended
March 31, 2009.

Stock option expenses are capitalized in accordaitbeSFAS No. 86, “Accounting for the Costs of Quuer Software to Be Sold,
Leased, or Otherwise Marketed,” as discussed ie Haif the Notes to Consolidated Financial Statésniacluded in our Annual Report
on Form 10-K for the year ended December 31, 2008.following table summarizes stock-based compgensacluded in our
Consolidated Balance Sheets as a component ofaeftievelopment (amounts in millions):

Software
development
Balance at December 31, 20 $ 36
Stoclk-based compensation expense capitalized duringg 12
Amortization of capitalized sto-based compensation expel (5)
Balance at March 31, 20( $ 4

Related parties transactions

Treasury

Our foreign currency risk policy seeks to redusésiarising from foreign currency fluctuations. W& derivative financial instruments,
primarily currency forward contracts and swapshwitvendi as our principal counterparty. The noibamounts of outstanding forward
foreign exchange contracts and foreign exchangpsware less than a million dollars and $227 millieespectively, at March 31, 2009.
The notional amounts of outstanding forward foredgguhange contracts and foreign exchange swapsM@@million and $118 million,
respectively, at December 31, 2008. A pre-tax netalized gain of $2 million and a pre-tax net afired loss of $1 million for the three
months ended March 31, 2009 and 2008, respectiredylted from the foreign exchange contracts amaps with Vivendi and were
recognized in the Condensed Consolidated Stateroé@perations.

Others

Activision Blizzard has entered into various trastgms and agreements, including treasury manageseevices, investor agreement,
internal group reporting services, credit facit@rrangement and music royalty agreements witendivzand its subsidiaries and affiliates.
None of these services, transactions and agreem@ht¥ivendi and its subsidiaries and affiliatesmaterial either individually or in the
aggregate to the Condensed Consolidated FinarntetdrBents as a whole.

Recently issued accounting pronouncements

On April 9, 2009, the FASB issued the followingdéarFinal Staff Positions (“FSPs”) intended to pdevadditional application guidance
and enhance disclosures regarding fair value measants and impairments of securities:

FSP FAS 157-4, “Determining Fair Value When thewoé and Level of Activity for the Asset or LiabfliHave Significantly Decreased
and Identifying Transactions That Are Not Orderlgrbvides guidance on how to determine the fainealf assets and liabilities in an
environment where the volume and level of actifdtythe asset or liability have significantly deased and re-emphasizes that the
objective of a fair value measurement remains @pexe.

FSP FAS 107-1 and APB 28-1, “Interim Disclosureguh-air Value of Financial Instruments,” requicesnpanies to disclose the fair
value of financial instruments within interim fingial statements, adding to the current requirerteeptovide those disclosures annually.

FSP FAS 115-2 and FAS 124-2, “Recognition and Ptasien of Other-Than-Temporary Impairments,” madifthe requirements for
recognizing other-than-temporary-impairment on dsaturities and significantly changes the impaitmeodel for such securities. Under
FSP FAS 115-2 and 124-2, a security is considerdxe tother-than-temporarily impaired if the presaitie of cash flows expected to be
collected are less than the secustgmortized cost basis (the difference being defasethe credit loss) or if the fair value of teewrity is
less than the security’s amortized cost basis bh@dhvestor intends, or more-likely-than-not widl kequired, to sell the security before
recovery of the security’s amortized cost basianlither-than-temporary impairment exists, thegdo earnings is limited to the amount
of credit loss if the investor does not intended the security, and it is more-likely-than-noatht will not be required to sell the security,
before recovery of the security’s amortized cosisaAny remaining difference between fair valud amortized cost is recognized in
other comprehensive
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income, net of applicable taxes. Otherwise, theedifference between fair value and amortized osharged to earnings. The FSP also
modifies the presentation of other-than-temporarydirment losses and increases related disclosgrérements.

The FSPs are effective for interim and annual pisriending after June 15, 2009, but entities maly edopt the FSPs for the interim and
annual periods ending after March 15, 2009. Tleptdn of these standards is not expected to hamatarial impact on our results of
operations or financial position.

Item 2. Management’s Discussi on and Analysis ofifancial Condition and Results of Operations
Business Overview

Activision Blizzard, Inc. is a worldwide pure-playline, personal computer (“PC”), console and haeld- game publisher. The terms
“Activision Blizzard,” the “Company,” “we,” “us,” 0“our” are used to refer collectively to Activisidlizzard, Inc. and its subsidiaries. Based
upon our organizational structure, we operate éparating segments as follows:

Activision Publishing, Inc

Activision Publishing, Inc. (“Activision”) is a leting international publisher of interactive softegroducts and peripherals.
Activision develops and publishes video games gioua consoles, hand-held platforms and the PGqptatthrough internally developed
franchises and license agreements. Activision atiy®ffers games that operate on the Sony Comginegrtainment (“Sony”) PlayStation 2
(“PS2"), Sony PlayStation 3 (“PS3”), Nintendo CadL(“Nintendo”) Wii (“Wii"), and Microsoft Corporton (“Microsoft”) Xbox 360
(“Xbox 360”) console systems; the Sony PlayStakantable (“PSP”) and Nintendo Dual Screen (“NDS&ht-held devices; the PC; and the
new handheld game system Nintendo DSi. Our Activigiusiness involves the development, marketind sate of products directly, by
license, or through our affiliate label programhwiéertain third-party publishers. Activision’s prars cover diverse game categories including
action/adventure, action sports, racing, role-pigysimulation, first-person action, music, anatggy. Activisions target customer base ran
from casual players to game enthusiasts, and ehiltlr adults.

Blizzard Entertainment, In

Blizzard Entertainment, Inc. (“Blizzard”) is a lezdn terms of subscriber base and revenues gededrathe subscription-based
massively multi-player online role-playing game (WDRPG”) category. Blizzard internally develops gnublishes PC-based computer games
and maintains its proprietary online-game relatadise, Battle.net. Our Blizzard business involtres development, marketing, sales and
support of role playing action and strategy garBéigzard also develops, hosts, and supports itsersubscription-based games in the
MMORPG category. Blizzard is the development stuadid publisher best known as the creator of WdrM/arcraft, which is played by more
than 11.5 million subscribers worldwide, and thdtiple award winning Diablo, StarCraft, and War¢rfafnchises. Blizzard distributes its
products and generates revenues worldwide throagbus means, including: subscription revenuesdwhbnsist of fees from individuals
playing World of Warcraft, such as prepaid-cardd atiher ancillary online revenues); retail saleplofsical “boxed” products; electronic
download sales of PC products; and licensing dfxsok to third-party companies that distribute Waf Warcraft in China, Russia, and
Taiwan. Blizzard is currently developing new gamiesluding sequels to the StarCraft and Diablo ¢rases.

Activision Blizzard Distributior

Activision Blizzard Distribution (“Distribution”) onsists of operations in Europe that provide wanehw, logistical, and sales
distribution services to third-party publisherdrteractive entertainment software, our own puliighoperations, and manufacturers of
interactive entertainment hardware.
Activision Blizzar(s non-core exit operations

Activision Blizzard’s non-core exit operations (“NdCore”) represent legacy Vivendi Games’ divisiondusiness units that we have
exited or are winding down as part of our restrringand integration efforts as a result of theiBess Combination, but do not meet the

criteria for separate reporting of discontinuedragiens. On July 9, 2008, a business combinatioartyamong
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Activision, Inc., Sego Merger Corporation, a whetiwned subsidiary of Activision, Inc., Vivendi S.&Vivendi”), VGAC LLC, a wholly-
owned subsidiary of Vivendi, and Vivendi Games,. llacwholly-owned subsidiary of VGAC LLC, was consmated. As a result of the
consummation of the business combination, Activisiac. was renamed Activision Blizzard, Inc. Facounting purposes, the business
combination is treated as a “reverse acquisitiaith Vivendi Games, Inc. deemed to be the acquifidre historical financial statements of
Activision Blizzard, Inc. prior to July 9, 2008 atteose of Vivendi Games, Inc. See Note 1 of theebldd Consolidated Financial Statements
included in Item 8 of the Annual Report on FormKL@er the year ended December 31, 2008 for a moneptete discussion of the Business
Combination.

Management’s Overview of Business Trends
Business Highlight

In the U.S. and Europe, for the first quarter dd20Activision Blizzard had two of the top-five beselling titles across all platforms:
Guitar Hero World TourmndCall of Duty: World at War additionally, Call of Duty and Guitar Hero remedhtwo of the top-five best-selling
franchises in the U.S. and Europe according toNBB Group, Charttrack and Gfk.

Other business highlights for the first quarteR009 are as follows:

e Guitar Hero World Toumvas the #1 best-selling third-party title in theSUacross all platforms in dollars, according t@ NPD
Group.

¢ Inthe U.S. and Europ&uitar Hero World Touwas the #1 best-selling third-party title in dodidor the Wii and the only third-party
game to rank as a top-five best seller for thef@iat, according to The NPD Group, Charttrack anHl. Gf

*  World of Warcraft: Wrath of the Lich Kingmained the #1 PC game in dollars in the U.StHemuarter, according to The NPD
Group.

e Activision Blizzard had three of the top-10 bedtisg PC titles in dollars in the U.S., accordimyTthe NPD Group.

«  For the quarter, European revenues for the Guiao lftanchise grew 84% year over year, accordirgharttrack and Gfk.

Activision 2009 Scheduled Relea

During 2009, Activision expects to continue to Hutk success in releasing games based on proaechiises such as Call of Duty,
Guitar Hero, Transformers, X-Men, Marvel, Tony HaWKolfenstein, and Ice Age. Games released duhiagjtiarter ended March 31, 2009
includedGuitar Hero: Metallicafor the Xbox 360, PS3, and Wii in North Ameriddpnsters vs. Aliensorldwide on multiple platforms; and
the first map pack fo€all of Duty: World at War The more notable games, among other titles, stbdedor release during the remainder of
2009 includeX-Men Origins: Wolverine; Guitar Hero: Smash Hifansformers: Revenge of the Fallen; Ice Age: Dafvthe Dinosaurs;
Prototype, a new third-person action game; a n&lfensteirgame; the second map pack €all of Duty: World at War; Marvel Ultimate
Alliance 2;our new wholly owned first-person action game ehBingularity;a new game based on the Tony Hawk franchaseew
anticipated racing game titl&lur developed by Bizarre Creation®J Hero; Guitar Hero 5; Band Hero; Call of Dutyflodern Warfare 2and
a new game based on the breakout hit toy and poaciin animated TV serieBakugan.

Economic Condition

We continue to monitor the adverse economic comalitiwhich may have unfavorable impacts on our lassies, such as deterioration of
consumer demand, pressure on prices of our pradretdit quality of our receivables, and foreigmreacy exchange rates.

Critical Accounting Policies and Estimates

Our Condensed Consolidated Financial Statementsrapared in accordance with accounting princigkserally accepted in the
United States of America (“U.S. GAAP”). These aatiing principles require us to make certain est@sagjudgments and assumptions. We
believe that the estimates, judgments and assungptipon which we rely are reasonable based upomiation available to us at the time that
these estimates, judgments and assumptions are ifaelse estimates, judgments and assumptions feant tife reported amounts of assets
liabilities at the date of the financial statemeadswvell as the reported amounts of revenues gmehers during the periods presented. To the
extent there are material differences between testimates, judgments or assumptions and actuatsesur financial statements will be
affected. The accounting policies that reflect imare significant estimates, judgments and assumgtad which we believe are the most
critical to aid in fully understanding and evaluatiour reported financial results include the foilog:

e Revenue Recognition

25




Table of Contents

e Allowances for Returns, Price Protection, Doubfatounts, and Inventory Obsolescence
«  Software Development Costs and Intellectual Prgpadenses

e Accounting for Income Taxes

*  Fair Value Estimates

e Business Combinations

¢ Goodwill and Intangible Assets — Impairment Assessts

e  Stock-Based Compensation

During the three months ended March 31, 2009, tvere no significant changes in our critical acamgpolicies and estimates. Y
should refer to Management’s Discussion and AnalgéiFinancial Condition and Results of Operatioostained in Part Il, Item 7 of our
Annual Report on Form 10-K for the year ended Ddmem31, 2008 for a more complete discussion ofcatical accounting policies and
estimates.

Consolidated Statements of Operations Data
Special Note—The consummation of the Business Combination hadtesl in financial information of the businesspsrated by
Activision, Inc. prior to the Business Combinatio@ing included from the date of the Business Coathon (i.e. from July 9, 2008 onwards),

but not for prior periods.

The following table sets forth Consolidated Stateta®f Operations data for the periods indicatedaltars and as a percentage of
total net revenues (amounts in millions):

Three months ended March 31,

2009 2008
Net revenues
Product sale $ 69C 7% $ 61 19%
Subscription, licensing, and other reven 291 30 264 81
Total net revenue 981 10C 32t 10C
Costs and expense
Cost of sale— product cost: 29¢€ 30 35 11
Cost of sale— software royalties an
amortization 72 7 21 7
Cost of sale— intellectual property license 64 7 2 1
Cost of sale— MMORPG 52 5 49 14
Product developmel 117 12 104 32
Sales and marketir 83 8 27 8
General and administratiy 103 11 24 8
Restructuring cost 15 2 — —
Total costs and expens 80z 82 262 81
Operating incom 17¢ 18 63 19
Investment income, ni 10 1 2 1
Income before income tax exper 18¢ 19 65 20
Income tax expens = = 22 I
Net income $ 18¢ 19% $ 43 13%
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First quarter highlights

Operating Highlights (amounts in millions)

Three months ended March 31,

Increase/
2009 2008 (Decrease’
Net revenues
Activision $ 34¢ $ 38 9 31C
Blizzard 291 28C 11
Distribution 85 — 85
Activision Blizzarc¢'s core operatior 724 31¢ 40€
Activision Blizzar(' s nor-core exit operation 1 5 (4)
Operating segments tot 72t 32 % 402
Reconciliation to consolidated net revent
Net effect from deferral of net revent 25€ 2
Consolidated net revenu $ 981 $ 32t
Segment income (loss) from operatio
Activision $ (27) $ (19 $ (8)
Blizzard 143 154 (12
Distribution 3 — 3
Activision Blizzarc's core operation 11¢ 13t (16)
Activision Blizzar('s nor-core exit operation (4) (65) 61
Operating segments tof 115 70 $ 45
Reconciliation to consolidated operating incol
Net effect from deferral of net revenues and relaiest of sale 167
Stocl-based compensation expel (28) 8
Restructuring expens (15) —
Amortization of intangible assets and purchaseepaiccounting
related adjustmen (46) @
Integration and transaction co (14 —
Consolidated operating incor $ 17¢ § 63

Net Revenue

For the quarter ended March 31, 2009, net revefnaasActivision, Blizzard, and Distribution segmenhcreased compared to the
same period in 2008. These increases were pritigiatibutable to the following:

* As aresult of the Business Combination, net regeraf $330 million from the businesses operateAdiwision, Inc. prior to the
Business Combination were included in the threethmanded March 31, 2009, but not for the samegeni 2008;

e The catalog sales @uitar Hero World TouandCall of Duty: World at War the new releases Gfuitar Hero: Metallicain North
America,Monsters vs. Alienworldwide, andCall of Duty: World at Wamap pack, and the catalog sale€afl of Duty: Modern
Warfare;

»  Sales of the second expansion packWwmild of Warcraft: Wrath of the Lich Kingwhich continues to be the #1 best selling P il
dollars in the U.S. for the quarter ended March2®09 according to the NPD Group; and

. As a result of the Business Combination, Distribatnet revenues of $85 million were included inttheee months ended March 31,
2009, but not for the same period in 2008.
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We estimate that changes in foreign exchange hatgsn approximately $87 million unfavorable imp@acActivision Blizzard’s
consolidated net revenues for the three monthscelidech 31, 2009 compared to the same period I8 28dhe U.S. dollar strengthened in
relation to the British pound, euro, AustralianldnlKorean won, and Swedish krona.

Segment income (loss) from operations

For the quarter ended March 31, 2009, the increat#al operating segment income compared to dneesperiod in 2008 was
principally attributable to the decreases in NonmeCsegment operating loss due to the wind downieéihdi Games’ legacy divisions and
business. This was patrtially offset by the folloguin

e As aresult of the Business Combination, an opagdtiss of $35 million from the businesses operatedctivision, Inc. prior to the
Business Combination was included in the three hwahded March 31, 2009, but not in the same p@ri@008. Activision’s
operating loss for the three months ended Marct2@Q9 was primarily driven by significant produetvelopment investment for its
slate of future titles;

« Adecrease in Blizzard’s operating income due tinarease in investments in customer service antteting support for World of
Warcraft.

Cash Flow Highlights (amounts in millions)

For the three months For the three months
ended March 31, ended March 31, Increase/
2009 2008 (Decrease)
Cash flows provided by operating activit $ 327 $ 9% $ 231
Cash flowsused ininvesting activities @) (8 1
Cash flows used in financing activiti (289 (207) (182

For the three months ended March 31, 2009, thegpyirdrivers of cash flows from operating activitiesluded the collection of
customer receivables generated by the sale ofrodlupts and our subscription revenues, partialiyedfoy payments to vendors for the
manufacture, distribution and marketing of our pratd, third-party developers, and intellectual ertyp holders, and to our employees. We
made capital expenditures of $10 million during guarter ended March 31, 2009. Cash flows usemham€ing activities reflect our repurchz
of 32 million shares of our common stock for $31ilian under the stock repurchase program, paytiaffset by $7 million of proceeds from
issuance of common stock to employees.

Results of Operations — Three Months Ended March 312009 and 2008
Net Revenue

The following table details our consolidated netereues by geographic region for the three monthe@iarch 31, 2009 and 2008
(amounts in millions):

Three months ended March 31, Increase/
2009 2008 (Decrease)
Net revenues by geographic regi

North America $ 524 $ 13¢ $ 38t
Europe 307 13€ 171
Asia Pacific 64 45 19
Total geographic region net reveni 89t 32C 57t
Distribution net revenue 85 — 85
Activision Blizzarc's nor-core exit operation 1 5 (4)
Total consolidated net revent $ 981 $ 32t $ 65€

Geographically, all regions recorded an increaseetrevenues compared to the same period of theywar. As a result of the
Business Combination, net revenues of $347 millg1¥,8 million, and $28 million, for the three mosittnded March 31, 2009 from the
businesses operated by Activision, Inc. prior ®Business Combination were included in North AcgrEurope, and Asia Pacific,
respectively, but not for the same period in 2008.
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Net Revenues by Platfol

The following table details our net revenues bytfptan and as a percentage of total platform ne¢meres for the three months ended

March 31, 2009 and 2008 (amounts in millions):

Platform net revenue
MMORPG

PC and othe

Console
Sony PlayStation
Sony PlayStation
Sony PlayStatiol
Microsoft Xbox360
Nintendo Wii

Total console
Hanc-held

Total platform net revenue
Distribution

Activision Blizzard’s non-core exit
operations

Total consolidated net revent

% of

% of

Three Months total Three months total
platform ended platform Increase/

March 31, 2009 net revs. March 31, 2008 net revs. (Decrease)
314 35% $ 27F 86% $ 39
46 5 12 4 34
131 15 2 1 12¢
40 4 13 4 27
— — 1 — (1)
19€ 22 2 1 19¢
134 15 4 1 13C
503 56 22 7 481
32 4 11 3 21
89t 10C% 32C 10C% 57¢
85 — 85
1 5 (4
981 $ 32E $ 65€

Net revenues from MMORPG increased primarily dumtoeases in World of Warcraft subscribers andtamidl value added

services compared to the same period of the peaar.y

Net revenues from platforms increased for the fhiste months of 2009 compared to the same parni@608 due to the Business
Combination as a result of which net revenues &B%4illion from the businesses operated by Actonsiinc. prior to the Business
Combination were included in the three months edacth 31, 2009, but not for the same period in&00
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Costs and Expenses
Cost of Sales

The following table details the components of aistales in dollars and as a percentage of toted@alated net revenues for the th
months ended March 31, 2009 and 2008 (amountsliions):

Three months Three months
ended % of ended % of
March 31, consolidated March 31, consolidated Increase/
2009 net revenues 2008 net revenues (Decrease’
Product cost $ 29¢€ 3% $ 35 11% $ 261
Software royalties and amortizati 72 7 21 7 51
Intellectual property license 64 7 2 1 62
MMORPG 52 5 49 14 3

For the quarter ended March 31, 2009, cost of sateeased compared to the same period of the ye@r primarily due to the
consummation of the Business Combination, whichlted in cost of sales from the businesses opefgtékttivision, Inc. prior to the
Business Combination of $283 million of producttsp$69 million of software royalties and amortiaat and $64 million of intellectual
property licenses being included for the quarteteehMarch 31, 2009, but not for the same perididh@frior year.

Amortization of intangible assets and other pureharice accounting related adjustments of $2 nniJligl7 million, and $27 million
are included in cost of sales — product costs, ebstles — software royalties and amortizatior emst of sales — intellectual property
licenses, respectively, for the three months emdacth 31, 2009.

Product Development (amounts in milliol

% of % of
March 31, consolidated March 31, consolidated Increase/
2009 net revenues 2008 net revenues (Decrease)
Three months ende $ 117 12% $ 104 32% $ 13

For the three months ended March 31, 2009, pradiexlopment costs increased compared to the sarioel pé the prior year. The
increase was primarily attributable to the follogin

e The consummation of the Business Combination, wheshilted in product development costs of $72 arilfrom the businesses
operated by Activision, Inc. prior to the Busin€ssmbination being included for the quarter endeddii&1, 2009, but not for the
same period of prior year; and

e Continuous product development investment in futitiles.

The increase was partially offset by a reductioprofduct development costs as a result of the imeigation of our organizational
restructuring including title portfolio rationalitian.

Sales and Marketing (amounts in millions)

% of % of
March 31, consolidated March 31, consolidated Increase/
2009 net revenues 2008 net revenues (Decrease’
Three months ende $ 83 8% $ 27 8% $ 56
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For the three months ended March 31, 2009, sakksnanketing increased compared to the same pefithek grior year. The increase
in sales and marketing was principally the resfilt o

*  The consummation of the Business Combination, wheshlted in sales and marketing expenses of $8@®mifrom the businesses
operated by Activision, Inc. prior to the Busin€ssmbination being included for the quarter endedd&1, 2009, but not for the
same period of the prior year; and

¢ Increased investment in marketing by Blizzard.

The increase was partially offset by a reductiosadés and marketing expenses as a result of ingpiztion of our organizational
restructuring.

General and Administrative (amounts in millions)

% of % of
March 31, consolidated March 31, consolidated Increase/
2009 net revenues 2008 net revenues (Decrease)
Three months ende $ 102 11% $ 24 8% $ 79

For the three months ended March 31, 2009, geaathhdministrative expenses increased comparde tsaime period of the prior
year. The increase in general and administratipereses was principally the result the consummation of the Business Combination, which
resulted in general and administrative expens&$8fmillion (including $14 million of integratiorosts) from the businesses operated by
Activision, Inc. prior to the Business Combinatioging included for the quarter ended March 31, 2009 not for the same period of the prior
year.

Restructuring Charges (amounts in milliol

% of % of
March 31, consolidated March 31, consolidated Increase/
2009 net revenues 2008 net revenues (Decrease)
Three months ende $ 15 2% $ — —%$ 15

In the third quarter of 2008, we implemented araaigational restructuring as a result of the Bussnéombination. This
organizational restructuring was to integrate défe operations and to streamline the combinedvisitin Blizzard organization. The
implementation of the organizational restructuniagulted in the following restructuring charges/iesance costs, contract termination costs,
fixed asset write-off on disposals, impairment geasron acquired trade names, prepaid royalties|déntual property licenses, impairment
charges on goodwill, and loss on disposal of afisddiities. We communicated to the affected enyples and ceased use of certain offices
under operating lease contracts. We anticipatetaotially exiting or winding down our non-core opgons and substantially completing the
organizational restructuring activities as a restithe Business Combination by June 2009. See 8lofe¢he Notes to Condensed Consolidated
Financial Statements for more detail.

Investment Income, N(amounts in millions)

% of % of
March 31, consolidated March 31, consolidated Increase/
2009 net revenues 2008 net revenues (Decrease)
Three months ende $ 10 1% $ 2 1% $ 8
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Investment income for the three months ended Matgi2009, was primarily derived from the interestdme from investments in
money market funds. Investment income increasethéothree months ended March 31, 2009 primaslg gesult of higher cash and cash
equivalents compared to the same period in 2008.

Income Tax Expense (amounts in millic

% of % of
March 31, Pretax March 31, Pretax Increase/
2009 income 2008 income (Decrease)
Three months ende $ — —%$ 22 34% $ (22)

The tax rate reported for the three months endediVial, 2009 is based on our projected annualféetax rate for 2009, and also
includes certain discrete tax benefits recordeihduhe period. Our tax expense of less than d@anitiiollars for the three months ended
March 31, 2009 reflects an effective tax rate ofWbikch differs from our effective tax rate of 34%r the three months ended March 31, 2008.
The effective tax rate of 0% for the three monthdezl March 31, 2009 differs from the statutory @ft85% primarily due to foreign income
taxes provided at lower rates and certain dis¢eetdenefits recorded during the period relatetthéorelease of valuation allowances on net
operating losses of $23 million and the credit ®illion relating to a change of California taxvia The effective rate for the three months
ended March 31, 2009 differs from the same peric20i08 primarily due to the discrete tax creditorded in the three months ended
March 31, 2009 and the foreign income tax diffeneach as mentioned above.

The overall effective income tax rate for the yeauld be different from the tax rates in effect loe three months ended March 31,
2009 and will be dependent on our profitability foe remainder of the year. In addition, our effectncome tax rates for the remainder of
2009 and future periods will depend on a varietfacfors, such as changes in the geographic mixcoime, applicable accounting rules,
applicable tax laws and regulations, rulings andrpretations thereof, developments in tax audit@her matters, and variations in the
estimated and actual level of annual pre-tax incormless.

Liquidity and Capital Resources

Sources of Liquidity (amounts in millions)

Increase/
At March 31, 2009 At December 31, 200¢ (Decrease)
Cash and cash equivale $ 2,98t $ 295¢ $ 3C
Shor-term investment 42 44 (2)
$ 3,03 $ 3,002 $ 28
Percentage of total ass: 22% 20%
For the three months ended March 31, Increase/
2009 2008 (Decrease )
Cash flows provided by operating activit $ 327 $ 9% $ 231
Cash flowsused ininvesting activities ) (8) 1
Cash flows used in financing activiti (289) (207 (182)

In addition to cash flows provided by operating\aties, our primary source of liquidity was $3Iwh of cash and cash equivalents at
March 31, 2009. With our cash and cash equivakemdsexpected cash flows provided by operating iietsy we believe that we have suffici
liquidity to meet daily operations in the foreseedture. We also believe that we have sufficigotking capital (approximately $3.2 billion
March 31, 2009), as well as availability under oredit facilities, to finance our operational regmients for at least the next twelve months,
including purchases of inventory and equipmentftimeling of the development, production, marketingl sale of new products, to finance the
acquisition of intellectual property rights for fmé products from third parties, the restructudagvities, and to fund the stock repurchase
program we announced on November 5, 2008.

On November 5, 2008, we announced that our BoaRirettors authorized a stock repurchase progragemuwhich we may
repurchase up to $1 billion worth of our commorcktdJnder this program, we may repurchase our comshack from time to time on the
open market or in private transactions, includitrgctured or accelerated transactions. We will mhetee the timing and amount of repurchases
based on our evaluation of market conditions ahdrdfactors. The repurchase program may be susgemde
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discontinued by the Company at any time. At MarthZ)09, we had $561 million available for utilizet under the repurchase program.
Cash Flows from Operating Activities

The primary drivers of cash flows from operatingiaties have typically included the collection @fistomer receivables generated by
the sale of our products and our subscription regenoffset by payments to vendors for the manufactlistribution and marketing of our
products, third-party developers, and intellecpraberty holders, and to our workforce. A sigrafit operating use of our cash relates to our
continued investment in software development atellactual property licenses. We expect that wikaeintinue to make significant
expenditures relating to our investment in softwdgeelopment and intellectual property licenses.

Cash Flows from Investing Activities

The primary drivers of cash flows used in investagjvities have typically included capital expendés, acquisitions of privately he
interactive software development companies andighihy companies and the net effect of purchasdsales/maturities of short-term
investment instruments.

Cash Flows from Financing Activities

The primary drivers of cash flows provided by finang activities have historically related to tractsans involving our common stoc
including the issuance of shares of common sto@atployees and the public and the purchase ofurgatares. We have not utilized debt
financing as a source of cash flows. Howeveredded, we may access and utilize the credit figsilthat are described in “Credit Facilities”
Note 18 of the Notes to Consolidated Financiale®tents included in our Form-K for the year ended December 31, 2008.

For the three months ended March 31, 2009 , casisflsed in financing activities included $313 ioillused to purchase Activision
Blizzard stock under the stock repurchase progr8mce the inception of the $1 billion common stoegurchase program on November 5,
2008, we have repurchased $439 million worth ofaammon stock under this program.

Capital Requirements

For the year ending December 31, 2009, we antieifzaél capital expenditures of approximately $iillion. Capital expenditures
will be primarily for computer hardware and softegurchases.

Off-balance Sheet Arrangements

At March 31, 2009 and December 31, 2008, Actividdtizzard had no relationships with unconsolidagetities or financial parties,
such as entities often referred to as structureahfie or special purpose entities, which would Heeen established for the purpose of
facilitating off-balance sheet arrangements or other contractualtpw or limited purposes, that have or are redslgrikely to have a materi
future effect on our financial condition, changesinancial condition, revenues or expenses, regflbperation, liquidity, capital expenditure,
or capital resources.

Financial Disclosure

We maintain internal control over financial repogtj which generally includes those controls retatmthe preparation of our financ
statements in conformity with U.S. GAAP. We alse focused on our “disclosure controls and procesitinvhich as defined by the SEC are
generally those controls and procedures designeddore that financial and non-financial informatiequired to be disclosed in our reports
filed with the SEC is reported within the time pei$ specified in the SEC’s rules and forms, antigheh information is communicated to
management, including our principal executive andricial officers, as appropriate, to allow timdbrcisions regarding required disclosure.

Our Disclosure Committee, which operates undeBiberd approved Disclosure Committee Charter andl@gsire Controls &
Procedures Policy, includes senior managementseptatives and assists executive managementameatsight of the accuracy and timeliness
of our disclosures, as well as in implementing endluating our overall disclosure process. As padur disclosure process, senior finance
and operational representatives from all of oupocaite divisions and business units prepare glaregorts regarding their current quarter
operational performance, future trends, subsegaesnits, internal controls, changes
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in internal controls and other accounting and disafe-relevant information. These quarterly repare reviewed by certain key corporate
finance executives. These corporate finance reptatves also conduct quarterly interviews ontatiiag basis with the preparers of selected
quarterly reports. The results of the quarterlyorépand related interviews are reviewed by thelbgire Committee. Finance representatives
also conduct reviews with our senior managemem t@ar internal and external counsel and other@pate personnel involved in the
disclosure process, as appropriate. Additionaéinjar finance and operational representatives geoiriternal certifications regarding the
accuracy of information they provide that is utlizin the preparation of our periodic public repdiled with the SEC. Financial results and
other financial information also are reviewed whie Audit Committee of the Board of Directors oquarterly basis. As required by applice
regulatory requirements, the principal executive fimancial officers review and make various cééfions regarding the accuracy of our
periodic public reports filed with the SEC, ourddsure controls and procedures, and our intemtrol over financial reporting. With the
assistance of the Disclosure Committee, we wiltioore to assess and monitor, and make refinementait disclosure controls and
procedures, and our internal control over finanaglorting.

Recently Issued Accounting Pronouncements

On April 9, 2009, the FASB issued three final SRdisitions (“FSPs”intended to provide additional application guidaaod enhanc
disclosures regarding fair value measurementsrapdirments of securities.

FSP FAS 157-4, “Determining Fair Value When thewoé and Level of Activity for the Asset or LiabfliHave Significantly
Decreased and Identifying Transactions That AreQlaterly,” provides guidance on how to determinefiir value of assets and liabilities in
an environment where the volume and level of agtifeir the asset or liability have significantlyateased and re-emphasizes that the objective
of a fair value measurement remains an exit price.

FSP FAS 107-1 and APB 28-1, “Interim Disclosuregutair Value of Financial Instrumentsgquires companies to disclose the
value of financial instruments within interim fingal statements, adding to the current requirerteeptovide those disclosures annually.

FSP FAS 115-2 and FAS 124-2, “Recognition and Prtasien of Other-Than-Temporary Impairments,” madifthe requirements for
recognizing other-than-temporary-impairment on dsaturities and significantly changes the impairmmeadel for such securities. Under FSP
FAS 115-2 and 124-2, a security is considered totber-than-temporarily impaired if the presenteabf cash flows expected to be collected
are less than the security’s amortized cost b#sésdifference being defined as the credit loss) the fair value of the security is less than the
security’s amortized cost basis and the investienids, or more-likely-than-not will be required sill the security before recovery of the
security’s amortized cost basis. If an other-themgorary impairment exists, the charge to earnmtmited to the amount of credit loss if the
investor does not intend to sell the security, iamimore-likely-than-not that it will not be reed to sell the security, before recovery of the
security’s amortized cost basis. Any remainingetéhce between fair value and amortized cost egrézed in other comprehensive income,
net of applicable taxes. Otherwise, the entireedéfifice between fair value and amortized cost igyeldato earnings. The FSP also modifies the
presentation of other-than-temporary impairmergdgsand increases related disclosure requirements.

The FSPs are effective for interim and annual plsriending after June 15, 2009, but entities maly edopt the FSPs for the interim
and annual periods ending after March 15, 2009.adoption of these standards is not expected te hawaterial impact on our results of
operations or financial position.

34




Table of Contents
ltem 3. Quantitative and Qualitative Disclosures bout Market Risk

Market risk is the potential loss arising from fiuations in market rates and prices. Our marls&tekposures primarily include
fluctuations in interest rates, foreign currencgleange rates and market prices.

Interest Rate Risk

Our exposure to market rate risk for changes erést rates relates primarily to our investmentfplo. We do not use derivative
financial instruments to manage interest rateiriskur investment portfolio. Our investment porifotonsists primarily of debt instruments
with high credit quality and relatively short avgeamaturities and money market funds that investich securities. Because short-term
securities mature relatively quickly and must bavested at the then current market rates, intémestme on a portfolio consisting of cash,
cash equivalents, or short-term securities is rsabgect to market fluctuations than a portfolidafger term securities. Conversely, the fair
value of such a portfolio is less sensitive to neaifluctuations than a portfolio of longer term geties. At March 31, 2009, our cash and cash
equivalents, and short-term investments includedeyionarket funds and mortgage-backed securitiesestdcted cash of $2,988 million and
$42 million, respectively. We have $79 million inciion rate securities at fair value, which aressified as long-term investments, at
March 31, 2009. Most of our investment portfoliarigested in short-term or variable rate securithecordingly, we believe that a sharp
change in interest rates would not have a mateff@tt on our short-term investment portfolio.

Foreign Currency Exchange Rate Risk

We transact business in many different foreignengies and may be exposed to financial marketrésklting from fluctuations in
foreign currency exchange rates. Currency volgtiditmonitored frequently throughout the year. Tiigate our risk from foreign currency
fluctuations we enter into currency forward contsaand swaps with Vivendi, generally with matustef twelve months or less. We expect to
continue to use economic hedge programs in thedutureduce financial market risks if it is detéred that such hedging activities are
appropriate to reduce risk. We do not hold or pasehany foreign currency contracts for tradingpercslative purposes. All foreign currency
hedging transactions are backed, in amount andatynty, by an identified economic underlying item.

In addition, Activision Blizzard may hedge foreigarrency exposure resulting from foreign currenegpaminated financial assets and
liabilities, consisting primarily of intercompangaeivables and payables, and earnings.

The notional amounts of outstanding forward foreéggohange contracts and foreign exchange swapslasar¢han a million dollars
and $227 million, respectively, at March 31, 2008e notional amounts of outstanding forward foreégohange contracts and foreign
exchange swaps were $126 million and $118 milliespectively, at December 31, 2008. A pre-tax ne¢alized gain of $2 million and a pre-
tax net unrealized loss of $1 million for the threenths ended March 31, 2009, and 2008, respegtiredulted from the foreign exchange
contracts and swaps with Vivendi and were recoghizeéhe Condensed Consolidated Statements of Gpesa
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Item 4. Controls and Procedures

Controls and Procedures

1) Definition and Limitations of Disclosure Controk and Procedures.

Our disclosure controls and procedures (as suahitedefined in Rules 13a-15(e) and 1Hg{e) under the Exchange Act) are desic
to reasonably ensure that information requiredetalisclosed in our reports filed under the Exchahetes (i) recorded, processed,
summarized, and reported within the time periods#ied in the SEC’s rules and forms and (ii) acalated and communicated to
management, including our principal executive @ffiand principal financial officer, as appropritaellow timely decisions regarding requil
disclosures. A control system, no matter how wedfligned and operated, can provide only reasonablegance that it will detect or uncover
failures within the Company to disclose materifimation otherwise required to be set forth in periodic reports. Inherent limitations to
system of disclosure controls and procedures im;lbdt are not limited to, the possibility of hurmeanor and the circumvention or overriding
of such controls by one or more persons. In additice have designed our system of controls basesidain assumptions, which we believe
are reasonable, about the likelihood of future &jeand our system of controls may therefore nbieae its desired objectives under all
possible future events.

2) Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our ppatexecutive officer and principal financial afir, has evaluated the effectiver
of our disclosure controls and procedures at M&Ac2009, the end of the period covered by thisntepBased on this controls evaluation, and
subject to the limitations described above, thagipial executive officer and principal financiafioér concluded that, at March 31, 2009, our
disclosure controls and procedures were effectiyeravide reasonable assurance that informationimed  to be disclosed by the Company in
the reports that it files or submits under the Exae Act is (i) recorded, processed, summarizetiygmorted on a timely basis, and
(i) accumulated and communicated to managemecityding our principal executive officer and prinaiginancial officer, as appropriate to
allow timely decisions regarding required discl@sur

3) Changes in Internal Control Over Financial Repoting.

There have not been any changes in our internataaver financial reporting during the most recscal quarter that have
materially affected or are reasonably likely to enetly affect our internal control over financiaporting.
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PART Il. OTHER INFORMATION
Iltem 1. Legal Proceedings

The discussion in Note 15 to the Condensed CoradelilFinancial Statements regarding legal procgsdsincorporated herein by
reference.

Iltem 1A. Risk Factors

Various risk factors associated with our businesdrecluded in Part [, Item 1A, “Risk Factors,”air Annual Report on Form 10-K
for the fiscal year ended December 31, 2008. ditimeh, the Company notes the following risk:

We may encounter difficulties transitioning Worldf &arcraft in China to our new licensee.

We recently announced plans to transition the Seefior World of Warcraft in China to a new licensg®n expiration of the current
license agreement. A number of activities mustdrapleted before the new licensee can begin to Berld of Warcraft in China, including
obtaining all required regulatory approvals in GhirThere can be no assurance that all thesetteemattivities will be timely completed prior
to the scheduled expiration of the current licemgeement on June 5, 2009. Our ability to completse transition activities could also be
adversely affected by a failure of our currentdieee to cooperate in the transition, or any effayteur current licensee to block or interfere
with the transition. If we are unable to timelyngolete the transition, World of Warcraft may becameavailable to players in China for a
period of time, which would result in lost revenaesl net income during any time the game is unalks) and could have a longer-term
negative effect on our reputation and subscribselim China. In addition, efforts relating to thensition could distract Blizzard
Entertainment’s employees and cause delays of btisness initiatives.

Iltem 2. Unregistered Sales of Equity Securities ahUse of Proceeds
Issuer Repurchase of Equity Securi
The following table provides the number of shaegairchased and average price paid per share dherguarter ended March 31,

2009, and the approximate dollar value of sharasrttay yet be purchased under our $1 billion stepkirchase program at March 31, 2009
(amounts in millions, except number of shares ardspare data).

Total number of Approximate dollar value
Total number Average shares purchased as part of shares that may
of shares price paid of publicly announced yet be purchased

Period repurchased (1) per share plans or programs under the plan
January 1, 20(—January 31, 200 — % — — 3 —
February 1, 20(—February 28, 200 9,422,41: 9.51 9,422,41: 784
March 1, 200—March 31, 200¢ 22,455,341 9.95 22,455,34! 561
Total 31,877,761 $ 9.82 31,877,76!

(1) All purchases were made pursuant to a stqolrohiase program, announced on November 5, 20€&raed by our Board of Directors
pursuant to which we may repurchase up to $1 hikibour common stock from time to time on the opsarket or in private transactions,
including structured or accelerated transactiof® will determine the timing and amount of repusg®based on our evaluation of market
conditions and other factors. We may suspend @odiinue the stock repurchase program at any time.
Item 6. Exhibits

The exhibits listed on the accompanying index toileits are hereby incorporated by reference ini® Form 10-Q.
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

Date: May 8, 2009
ACTIVISION BLIZZARD, INC.

/s/ Thomas Tipg

Thomas Tipp

Chief Corporate Officer and Chief Financial Offic
Principal Financial and Accounting Officer
Activision Blizzard, Inc.
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EXHIBIT INDEX

Exhibit Number Exhibit
3.1 Amended and Restated Certificate of IncorporatioAdtivision Blizzard, Inc., dated July 9, 2008 ¢orporated b
reference to Exhibit 3.1 of the Compi’s Form &K, filed July 15, 2008)
3.2 Certificate of Amendment to the Amended and Redt&rtificate of Incorporation of Activision Blized, Inc., datec
August 15, 2008 (incorporated by reference to BExBild of the Compar's Form K, filed August 15, 2008;
3.3 Amended and Restated -Laws of Activision Blizzard, Inc., dated July 9,08(incorporated by reference to Exhibit 3.:
the Compan’s Form K, filed July 15, 2008)
3.4 First Amendment to the Amended and Restated By-Lafwsctivision Blizzard, Inc., dated July 28, 20(8corporated by
reference to Exhibit 3.1 of the Compi's Form &K, filed July 31, 2008)
10.1* Amendment, dated as of March 31, 2009, to EmployrAgnreement between Michael Morhaime and Activision
Blizzard, Inc.
31.1 Certification of Robert A. Kotick pursuant to Rul8a-14(a) under the Securities and Exchange At984, as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002
31.2 Certification of Thomas Tippl pursuant to Rule 1B%za) under the Securities and Exchange Act of 1884dopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002
32.1 Certification of Robert A. Kotick pursuant to Sexti906 of the Sarbar-Oxley Act of 2002
32.2 Certification of Thomas Tippl pursuant to Sectidy6®f the Sarban-Oxley Act of 2002

*Indicates a management contract or compensatauy, gbntract or arrangement in which a directaa@cutive officer of the Company
participates.
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Exhibit 10.1
Execution Copy

Activision Blizzard, Inc.
3100 Ocean Park Blvd.
Santa Monica, CA 90405

March 31, 200

Mr. Michael Morhaime
31 Moonshell
Newport Coast, CA 926¢%

Dear Michael:

Reference is made to your employment agreemend datef December 1, 2007 (the “ Employment Agredirijemetween you and
Vivendi Games, Inc. (* Vivendi) related to your employment with Activision Bliaed, Inc. (the “ Company), and the Assignment and
Assumption Agreement dated as of July 9, 2008 batwévendi and the Company, pursuant to which then@any assumed Vivendi’s
obligations under the Employment Agreement. Clipéd terms used herein without definition shaNdahe meanings assigned to such terms
under the Employment Agreement. In order to bé#teititate the Company’s ability to deduct paynsettt you pursuant to Section 162(m) of
the Code and to make certain related changes tocgmapensation arrangements, you and the Compaepyagree to amend certain
provisions under the Employment Agreement, effectis of the date hereof, as follows:

1. Base Salary Paragraph 3(a) of the Employment Agreementiisbhyeamended to add a new last sentence thereeftbas
follows:

“Commencing as of March 31, 2009, your annual Bdalary rate shall be increased to $520,000.”

2. Profit Sharing CompensationParagraph 3(d) of the Employment Agreement islihyeamended to read as follows:

“ Profit Sharing Compensatianin addition to the MIP and the Holiday Plan, yahall be eligible to receive additional
performance-based cash compensation on an anmsislfhasuant to the Company’s 2008 Incentive Rdamify successor
plan thereto that is approved by the Company’'sedt@ders) (the “Incentive Plan”), based on a sbathe earnings
generated by the Company’s Blizzard Entertainmestrtess. Your profit sharing compensation undeemtive Plan (a
“Profit Share Bonus”) will be based on a sharehef ‘tProfit Sharing Pool” that is created pursuanthe Blizzard
Entertainment Profit Sharing Plan as in effect friinme to time (the “Profit Sharing Plan”); providetowever, that all
references under the Profit Sharing Plan to “Viveadmes” or “Vivendi Universal Games” shall be es@d with the
Company and your actual Profit Share Bonus wilsbkject to the terms and conditions set forth utiteincentive Plan.
Your Profit Share Bonus shall entitle you to fivergent (5%) of the Profit Sharing Pool (if any)ttlsagenerated under the
Profit Sharing Plan; providechowever, that the Committee may, in its sole discretiod ahany time, exercise negative
discretion with respect to your Profit Share Botuseduce the amount of your actual annual pergentaterest in the Profit
Sharing Pool to not less than three and one-hatfepé (3.5%). You understand that except for yguaranteed minimum
3.5% participation in the Profit Sharing Pool unttex Profit Sharing Plan, your actual bonus ameudter the Profit Sharing
Plan is dependent upon the amount of such Profiti®y Pool being established thereunder, if afiynolamounts are
generated under the Profit Sharing Pool with ressfpeany performance year (i.e., due to lack oheeys for the Blizzard
Entertainment business as determined under thé& Biadring Plan) you shall not be entitled to reeeiny Profit Share Bon
for such year. Notwithstanding the timing of payrseunder the Profit Sharing Plan for other pgrtiats thereunder, your
Profit Share Bonus (if any) shall be paid to yollofeing the end of the relevant performance yeamfbich it is earned (but
no later than the following March 15), after then@uittee has certified achievement of the relevasults for purposes of
calculating the Profit Sharing Pool in accordandd whe Incentive Plan. For the avoidance of dpybtir Profit Share Bont
is intended to constitute a “Senior Executive FBamus” within the meaning of the Incentive Plan.”

3. Bonus Determinations For purposes of clause (ii) under Paragraphd(#)e Employment Agreement, any pro-rata bonus
compensation that you may become entitled to recapon a qualifying termination of your employmenexpiration of the Term with respect
to the year of your termination or such expiratsbiall be equal to the product of (x) the total l®amount that you would have earned if you
had remained employed for the entire year (caledlatsed on actual performance achievement), riedtipy (y) a fraction, the numerator of
which is the number of days during the performayesar for which you remained employed by the Compang the denominator of which is
365.

4. Except as expressly set forth above, your EmployrAgreement shall remain in full force and effect.

Very truly yours,
ACTIVISION BLIZZARD, INC.
By: /s/ Ann E. Weise

Name:
Title:




ACCEPTED AND AGREED:

/s/ Michael Morhaim

Michael Morhaime




Exhibit 31.1

CERTIFICATION

I, Robert A. Kotick, certify that:
1. | have reviewed this Quarterly Report on FormQ0f Activision Blizzard, Inc.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and praesdor caused such disclosure controls and proesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Designed such internal control over financggdorting, or caused such internal control oveafficial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registeagiisclosure controls and procedures and presémtai report our conclusions abc
the effectiveness of the disclosure controls andguiures, at the end of the period covered byéipisrt based on such evaluation; and

(d) Disclosed in this report any change in thgggteant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repog) tas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commiti&the registrant’s board of directors (or pesspearforming the equivalent functions):

(a) All significant deficiencies and material wweasses in the design or operation of internalrobowver financial reporting which &
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that ilwes management or other employees who have disagttirole in the registrant’s
internal control over financial reporting.

Date: May 8, 2009

/s/ Robert A. Koticl

Robert A. Kotick

President and Chief Executive Officer
Activision Blizzard, Inc.




Exhibit 31.2
CERTIFICATION

I, Thomas Tippl, certify that:
1. | have reviewed this Quarterly Report on FormQ0f Activision Blizzard, Inc.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Designed such internal control over financedarting, or caused such internal control overrfaial reporting to be designed un
our supervision, to provide reasonable assuramgadang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentgsi report our conclusions about
the effectiveness of the disclosure controls andguiures, at the end of the period covered byéipisrt based on such evaluation; and

(d) Disclosed in this report any change in thegtgnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repog) ttas materially affected, or is
reasonably likely to materially affect, the regasit’s internal control over financial reporting;dan

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commitiEthe registrant’s board of directors (or pesspearforming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a simifiole in the registrant’s
internal control over financial reporting.

Date: May 8, 2009

/sl Thomas Tipg

Thomas Tipp

Chief Corporate Officer anChief Financial Officer
Principal Financial and Accounting Officer
Activision Blizzard, Inc.




Exhibit 32.1
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 report of Activasi Blizzard, Inc. (the “Company”) on Form 10-Q fbe period ending March 31, 2009 as
filed with the Securities and Exchange Commissinnhe date hereof (the “Reportf),Robert A. Kotick, President and Chief Execut®icer
of the Company, certify, to my knowledge, pursuant8 U.S.C. § 1350, as adopted pursuant to § 8fedSarbanes-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 gets, in all material respects, the financial ctadiand results of operations of
the Company.

Date: May 8, 2009

/s/ Robert A. Kotick
Robert A. Kotick

President and Chief Executive Officer
Activision Blizzard, Inc.

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyaéll be retained by the Company and
furnished to the Securities and Exchange Commissiots staff upon request.




Exhibit 32.2

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 report of Activasi Blizzard, Inc. (the “Company”) on Form 10-Q fbe period ending March 31, 2009 as
filed with the Securities and Exchange Commissionhe date hereof (the “Report”), I, Thomas Tigphief Corporate Officer and Chief
Financial Officer, Principal Financial and AccountfiOfficer of the Company, certify, to my knowledgarsuant to 18 U.S.C. § 1350, as
adopted pursuant to 8 906 of the Sarbanes-Oxlep2002, that:

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

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

Date: May 8, 2009

/s] Thomas Tipp

Thomas Tipp

Chief Corporate Officer and Chief Financial Offic

Principal Financial and Accounting Officer of Adsion Blizzard, Inc

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyaéll be retained by the Company and
furnished to the Securities and Exchange Commissiots staff upon request.




