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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
(Mark One)

xQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF1934
For the quarterly period ended March 31, 2018 
OR 

¨TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF1934
For the transition period from ____ to ____  
Commission File Number 001-33351
_________________________________________________ 
 NEUROMETRIX, INC.
(Exact name of registrant as specified in its charter)
Delaware 04-3308180
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

1000 Winter Street, Waltham, Massachusetts 02451
(Address of principal executive offices) (Zip Code)
(781) 890-9989
(Registrant’s telephone number, including area code) 
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Yes x     No ¨
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).
Yes x     No ¨
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See definition of “large accelerated filer,” “accelerated filer” and “smaller reporting company”
in Rule 12b-2 of the Exchange Act (check one):
Large accelerated filer ¨ Accelerated filer ¨ Non-accelerated filer ¨ Smaller reporting company x

(Do not check if a smaller
reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes ¨     No x

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities
Act of 1933 (§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this
chapter).
Yes ¨     No x
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If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.  ☐
Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date: 7,356,731 shares of common stock, par value $0.0001 per share, were outstanding as of April 13, 2018.
In addition, there were 454,781 warrants to purchase shares of the issuer's common stock listed under NUROW on the
NASDAQ stock exchange outstanding as of April 13, 2018.
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PART I – FINANCIAL INFORMATION

Item 1. Financial Statements

NeuroMetrix, Inc.
Balance Sheets

March 31,
2018

December
31, 2017

(Unaudited)
Assets
Current assets:
Cash and cash equivalents $6,097,792 $4,043,681
Accounts receivable, net 1,588,720 1,049,329
Inventories 1,858,652 2,142,561
Prepaid expenses and other current assets 952,985 1,867,803
Total current assets 10,498,149 9,103,374

Fixed assets, net 431,656 440,842
Other long-term assets 43,158 55,008
Total assets $10,972,963 $9,599,224

Liabilities and Stockholders’ Equity
Current liabilities:

Accounts payable $384,065 $733,305
Accrued expenses and compensation 2,361,257 2,362,124
Accrued product returns 1,405,117 666,375
Deferred revenue — 820,031
Total current liabilities 4,150,439 4,581,835

Total liabilities 4,150,439 4,581,835

Commitments and contingencies (Note 6)

Stockholders’ equity:
Preferred stock — —
Convertible preferred stock 18 30
Common stock, $0.0001 par value; 100,000,000 shares authorized at March 31, 2018 and
December 31, 2017; 7,141,940 and 2,706,066 shares issued and outstanding at March 31,
2018 and December 31, 2017, respectively

714 271

Additional paid-in capital 196,695,736 196,355,142
Accumulated deficit (189,873,944) (191,338,054)
Total stockholders’ equity 6,822,524 5,017,389
Total liabilities and stockholders’ equity $10,972,963 $9,599,224

The accompanying notes are an integral part of these interim financial statements.

1
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NeuroMetrix, Inc.
Statements of Operations
(Unaudited)

Quarters Ended March
31,
2018 2017

Revenues $4,942,990 $4,306,122

Cost of revenues 2,955,260 2,697,602

Gross profit 1,987,730 1,608,520

Operating expenses:
Research and development 1,279,564 903,284
Sales and marketing 2,504,741 2,597,712
General and administrative 1,804,143 1,421,782

Total operating expenses 5,588,448 4,922,778

Loss from operations (3,600,718 ) (3,314,258 )

Other income:
Collaboration income 4,755,705 —
Other income 11,265 81,858

Total other income 4,766,970 81,858

Net income (loss) 1,166,252 (3,232,400 )

Net income (loss) applicable to common stockholders:

Deemed dividends attributable to preferred shareholders — (4,041,682 )

� 11 �
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QUESTIONS AND ANSWERS

Q: Why are you also amending and restating the Certificate of Incorporation to increase the number of
authorized shares of common stock from 500 million total shares of Class A and Class B common
stock to 1 billion shares (or 1 billion shares of Class A common stock if stockholders do not approve
the proposal to consolidate our Class A and Class B common stock)?

A: Our Certificate of Incorporation currently authorizes us to issue up to 400 million shares of Class A common stock and
100 million shares of Class B common stock. If our stockholders approve the consolidation of our Class A and Class B
common stock (without approving an increase in the number of shares of authorized common stock), we would be
authorized to issue up to 400 million shares of common stock. As of March 31, 2004, there were a total of 302,174,818
shares of Class A common stock issued and outstanding, an additional 43,554,031 shares were reserved for issuance
upon the exercise of outstanding options, 8,670,239 shares were reserved for future issuance under our stock option
plans, and 571,389 shares were reserved for issuance under our 2000 Employee Stock Purchase Plan. Based on our
capitalization as of March 31, 2004, we had less than 46 million shares of Class A common stock available for issuance
and not otherwise reserved for other purposes.

In November 2003, we effected a two-for-one stock split of our Class A common stock, which was distributed in the form of
a stock dividend, thereby greatly reducing the number of shares of Class A common stock available for issuance. Earlier this
year, the SEC granted effectiveness to a registration statement on Form S-3 (a so-called �shelf registration�) that allows us,
under certain circumstances, to issue up to $2 billion in equity and/or debt securities. If the Board wished to approve a future
stock split or sale of shares of our common stock, it may be limited in its ability to do so by the number of authorized shares
available for issuance. We believe that the proposed increase in the number of shares of authorized common stock would
provide us with the flexibility we need to meet our corporate objectives.

Q: What if stockholders do not approve the consolidation of the Class A and Class B common stock,
but approve an increase in the number of shares of authorized common stock? And if the opposite
were to occur?

A: As we have no future plans for the Class B common stock, our Certificate of Incorporation would be amended such that
the entire increase would be attributable to Class A common stock, resulting in there being authorized 1 billion shares of
Class A and 100 million shares of Class B common stock, respectively. Conversely, if stockholders approve the
consolidation without approving an increase in the number of shares of authorized common stock, our Certificate of
Incorporation would be amended such that there would be authorized a total of 400 million shares of common stock.

Q: Who will pay for this proxy solicitation?
A: We have retained Georgeson & Company Inc. to solicit proxies from stockholders at an estimated fee of $8,000 plus

expenses and we will pay these costs. This fee does not include our costs of printing and mailing the proxy statements.
Some of our officers and other agents may also solicit proxies personally, by telephone and by mail, and we will pay
these costs as well. EA will also reimburse brokerage houses and other custodians for their reasonable out-of-pocket
expenses for forwarding proxy and solicitation materials to the beneficial owners of common stock.

Q: Whom can I call with any questions?
A: You may call Wells Fargo Shareowner Services at 1-800-468-9716 or visit their web site at

www.wellsfargo.com/shareownerservices.

� 12 �
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PROPOSALS TO BE VOTED ON

Proposals To Be Voted On

PROPOSAL 1.    ELECTION OF DIRECTORS

At the Annual Meeting, stockholders will elect nine Directors to hold office for a one-year term until the next Annual
Meeting (or until their respective successors are elected and qualified). Our Board of Directors currently has nine members.
Mr. Pittman is nominated for election for the first time since resigning from the Board in July 1990. Mr. Pittman was
appointed as a Director by the Board of Directors effective November 1, 2003. Prior to his appointment, Mr. Pittman was
identified as a potential Director by our Chief Executive Officer and recommended to our Board of Directors by our
Nominating and Governance Committee. The remaining eight Directors are nominees for re-election this year. All nominees
have consented to serve a one-year term, if elected.

Nominee for election this year:

� Robert W. Pittman

Nominees for re-election this year are:

� M. Richard Asher

� William J. Byron

� Leonard S. Coleman

� Gary M. Kusin

� Gregory B. Maffei

� Timothy Mott

� Lawrence F. Probst III
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� Linda J. Srere

REQUIRED VOTE AND BOARD OF DIRECTORS� RECOMMENDATION

The nine nominees receiving the highest number of �for� votes will be elected as Directors. Shares represented by your proxy
will be voted for the election of the nine nominees recommended by EA�s management unless you mark your proxy to
�withhold authority� to so vote.

The Board recommends a vote FOR these nominees.

� 13 �
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DIRECTOR BIOGRAPHIES

Director Biographies

M. RICHARD ASHER

DIRECTOR SINCE 1984

Mr. Asher, age 72, is presently an attorney and a consultant. He was a senior executive officer and CEO in the music and
record business with CBS, Warner Brothers and PolyGram Records for over 25 years. Mr. Asher is a Director of several
private companies and previously served as a Director for a number of public companies.

WILLIAM J. BYRON

DIRECTOR SINCE 1989

Mr. Byron, age 71, is currently self-employed. Previously Mr. Byron was President of Sanyo Electric Consumer Products
Division and Vice Chairman of the Sanyo Fisher Corporation.

LEONARD S. COLEMAN

DIRECTOR SINCE 2001

Mr. Coleman, age 55, has been Senior Advisor to Major League Baseball since November 1999 and, from 2001 to 2002, Mr.
Coleman was the Chairman of ARENACO, a subsidiary of Yankees/Nets. Mr. Coleman was President of The National
League of Professional Baseball Clubs from 1994 to 1999, having previously served since 1992 as Executive Director,
Market Development of Major League Baseball. Mr. Coleman serves on the Board of Directors of the following corporations
which file reports pursuant to the Exchange Act: Cendant Corporation, The Omnicom Group, New Jersey Resources, H. J.
Heinz Company, Churchill Downs and Aramark. Mr. Coleman has informed EA that he intends to retire as a director from
one of these corporations by December 31, 2004. Mr. Coleman is also a director of several not-for-profit organizations,
including the Jackie Robinson Foundation of which he is the Chairman.

GARY M. KUSIN

DIRECTOR SINCE 1995
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Mr. Kusin, age 53, is currently President and Chief Executive Officer of Fedex Kinko�s Office and Print Services, an
operating division of Fedex, Inc. Fedex Kinko�s is a leading provider of document solutions and business services. From
September 1998 to July 2001, he was the Chief Executive Officer of HQ Global Workplaces, Inc., a global leader in office
outsourcing. In April 2002, HQ Global filed a petition for reorganization under Chapter 11 of the U.S. Bankruptcy Code and
subsequently emerged from bankruptcy in October 2003. Prior to September 1998, Mr. Kusin was co-founder and Chairman
of Kusin Gurwitch Cosmetics, LLC and co-founder and President of Babbages, Inc.

GREGORY B. MAFFEI

DIRECTOR SINCE 2003

Mr. Maffei, age 43, has been Chief Executive Officer of 360networks Corporation, a broadband telecom service provider,
since 2000 and became Chairman in 2002. Previously, Mr. Maffei was Senior Vice President, Finance and Administration
and CFO of Microsoft Corporation from 1997 to 2000. He joined Microsoft in 1993 and also served as Treasurer and Vice
President, Corporate Development. Mr. Maffei also served as Chairman of Expedia, Inc. from 1999 to 2002. Mr. Maffei
serves on the Board of Directors of Starbucks Coffee and is President of the Trustees of the Seattle Public Library.

� 14 �
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DIRECTOR BIOGRAPHIES

TIMOTHY MOTT

DIRECTOR SINCE 1990

Mr. Mott, age 55, has been Chairman of All Covered, a nationwide information technology outsourcing company focused on
small and mid-size businesses, since June 2000 and was Chief Executive Officer from November 2001 to February 2004.
Mr. Mott is also the Managing Partner of Ironwood Capital, a private investment firm. At various times prior to 1999, Mr.
Mott co-founded and was Chairman of Audible Inc., co-founded and was Chief Executive Officer and Chairman of
Macromedia Inc., co-founded and was Senior Vice President of Electronic Arts, and was a member of the research staff at
Xerox PARC.

ROBERT W. PITTMAN

DIRECTOR SINCE 2003

Mr. Pittman, age 50, was appointed as a Director by EA�s Board of Directors effective November 1, 2003. Mr. Pittman has
been a member of and an investor in, respectively, Pilot Group Manager LLC and Pilot Group LP, a private investment firm
since May 2003. Mr. Pittman was formerly Chief Operating Officer of AOL Time Warner, Inc. from May 2002 to July 2002.
He also served as Co-Chief Operating Officer of AOL Time Warner from January 2001 to May 2002, and, earlier, as
President and Chief Operating Officer of America Online, Inc. from February 1998 to January 2001. Mr. Pittman serves on
the board of directors of Cendant Corporation and the boards of numerous charitable organizations.

LAWRENCE F. PROBST III

DIRECTOR SINCE 1991

Mr. Probst, age 54, has been employed by EA since 1984. He has served as Chairman of the Board since July 1994, and
Chief Executive Officer since May 1991. Previously Mr. Probst served as President from 1991 until 1998 and Senior Vice
President of EA Distribution from 1987 to 1991.

LINDA J. SRERE

DIRECTOR SINCE 2001

Ms. Srere, age 48, is currently a Marketing and Advertising consultant. Previously, Ms. Srere was President of Young &
Rubicam Advertising. Since 1994, Ms. Srere held many positions with Young & Rubicam Inc. (�Y&R�), including Vice
Chairman and Chief Client Officer, Executive Vice President and Director of Business Development, Group Managing
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Director, and in 1997, was named Chief Executive Officer of Y&R�s New York office, becoming the first female CEO in the
company�s 75-year history. Ms. Srere serves on the Board of Directors of aQuantive, Inc., a digital marketing services and
technology company.

� 15 �
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BOARD, BOARD MEETINGS, AND COMMITTEES

BOARD, BOARD MEETINGS, AND COMMITTEES

Our Board of Directors currently consists of nine Directors. Our Board has determined that all of our Directors, other than
Mr. Probst and Mr. Mott, are �independent� as that term is used in the Nasdaq Marketplace Rules.

The Board meets on a fixed schedule four times each year and also occasionally holds special meetings and acts by written
consent. At each regularly scheduled meeting, the independent members of the Board meet in executive session separately
without management present. A Lead Director, elected by the independent Directors and serving a two-year term, is
responsible for chairing executive sessions of the Board and other meetings of the Board in the absence of the Chairman of
the Board, serving as a liaison between the Chairman of the Board and the other independent Directors, and overseeing the
Board�s stockholder communication policies and procedures (including, under appropriate circumstances, meeting with
stockholders). Our Lead Director may also call meetings of the independent Directors. Our current Lead Director is Linda
Srere, who has been elected to serve in this capacity until our 2006 Annual Meeting of Stockholders.

The Board currently has three committees, each of which operates under a charter approved by the Board: the Audit
Committee; the Compensation Committee; and the Nominating and Governance Committee. The Board of Directors
amended and restated the Audit Committee�s charter in February 2003, and adopted the charters of the Compensation
Committee and the Nominating and Governance Committee in February and May 2003, respectively. Copies of the charters
of each Committee may be found in the Investor Relations portion of our website at http://investor.ea.com. In accordance
with the charters for each, and with current regulatory requirements, all members of these Committees are independent
Directors. During fiscal 2004, each Director participated in at least 75% of all Board meetings and Committee meetings held
during the period for which he or she was a member. The Committee members are as follows:

Audit Gregory B. Maffei (Chair), Gary M. Kusin and M. Richard
Asher

Compensation M. Richard Asher (Chair), William J. Byron and Linda J.
Srere

Nominating and Governance Linda J. Srere (Chair) and Leonard S. Coleman

AUDIT COMMITTEE

The Audit Committee assists the Board in its oversight of the Company�s financial reporting and other matters, and is directly
responsible for the appointment, compensation and oversight of our independent auditors. The Audit Committee is
comprised of three Directors, each of whom in the opinion of the Board of Directors meets the independence requirements
and the financial literacy standards of the Nasdaq Marketplace Rules, as well as the independence requirements of the SEC.
In the opinion of the Board of Directors, Mr. Maffei meets the criteria for an �audit committee financial expert� as set forth in
applicable SEC rules. The Audit Committee met eight times in fiscal 2004. For further information about the Audit
Committee, please see the Report of the Audit Committee below.
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COMPENSATION COMMITTEE

The Compensation Committee is responsible for setting the overall compensation strategy for the Company, for determining
the compensation of the CEO and other executive officers and for overseeing the Company�s equity incentive plans and other
benefit plans. In addition, the Compensation Committee is responsible for reviewing and recommending to the Board
compensation for non-employee Directors. The Compensation Committee is comprised of three Directors,

� 16 �
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BOARD, BOARD MEETINGS, AND COMMITTEES

each of whom in the opinion of the Board of Directors meets the independence requirements of the Nasdaq Marketplace
Rules and qualifies as an �outside director� within the meaning of Section 162(m) of the Internal Revenue Code, as amended.
The Compensation Committee met six times in fiscal 2004 and also acts regularly by written consent. For further
information about the Compensation Committee, please see the Report of the Compensation Committee below.

NOMINATING AND GOVERNANCE COMMITTEE

The Nominating and Governance Committee is responsible for recommending to the Board nominees for election to the
Board of Directors, for appointing Directors to Board committees, and for reviewing developments in corporate governance,
reviewing and ensuring the quality of the Company�s succession plans, recommending formal governance standards to the
Board, and establishing the Board�s criteria for selecting nominees for Director and for reviewing from time to time the
appropriate skills, characteristics and experience required of the Board as a whole, as well as its individual members. In May
2004, the Nominating and Governance Committee recommended, and the Board of Directors adopted, a formal set of
corporate governance guidelines. The Nominating and Governance Committee met four times in fiscal 2004.

In evaluating nominees for Director to recommend to the Board, the Nominating and Governance Committee will take into
account many factors within the context of the characteristics and needs of the Board as a whole. While the specific needs of
the Board may change from time to time, all nominees for Director are considered on the basis of the following minimum
qualifications:

� the highest level of personal and professional ethics and integrity, including a commitment to EA�s ACTION values
(as set forth in EA�s Global Code of Conduct);

� practical wisdom and mature judgment;

� broad training and significant leadership experience in business, entertainment, technology, finance, corporate
governance, public interest or other disciplines relevant to the long-term success of EA;

� the ability to gain an in-depth understanding of EA�s business; and

� a willingness to represent the best interests of all EA stockholders and objectively appraise management�s
performance.

In determining whether to recommend a Director for re-election, the Nominating and Governance Committee will also
consider the Director�s tenure on the Board, past attendance at meetings, participation in and contributions to the activities of
the Board, the Director�s continued independence (including any actual, potential or perceived conflicts of interest), as well as
the Director�s age and changes in his or her principal occupation or professional status.

Edgar Filing: NeuroMetrix, Inc. - Form 10-Q

Table of Contents 16



The Nominating and Governance Committee believes that the continuing service of qualified incumbent Directors promotes
stability and continuity on the Board of Directors, contributing to the Board�s ability to work effectively as a collective body,
while providing EA with the benefits of familiarity and insight into EA�s affairs that its Directors have developed over the
course of their service. Accordingly, consistent with past EA practice, the Nominating and Governance Committee will first
consider recommending incumbent Directors who wish to continue to serve on the Board for re-election at EA�s annual
meeting of stockholders.

� 17 �
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BOARD, BOARD MEETINGS, AND COMMITTEES

In situations where the Committee determines not to recommend an incumbent Director for re-election, an incumbent
Director declines to stand for re-election, or a vacancy arises on the Board for any reason (including the resignation,
retirement, removal, death or disability of an incumbent director or a decision of the Directors to expand the size of the
Board), the Committee will commence a search for new Director nominees. While the Nominating and Governance
Committee may, in its discretion, use a variety of means to identify potential nominees for Director, it will generally direct
EA�s senior executive officer in charge of human resources to develop a list of potential nominees meeting the Board�s general
membership criteria discussed above. The Nominating and Governance Committee may also use third-party resources,
including qualified search firms. EA has in the past engaged, and may continue in the future to engage, a third-party search
firm to assist with the identification and evaluation of potential candidates for Director. The Nominating and Governance
Committee may consider potential nominees identified by other sources, including current Directors, senior management and
stockholders. In determining whether to recommend a candidate to the Board of Directors, the Nominating and Governance
Committee will consider the current composition and capabilities of current Directors, as well as any additional qualities or
capabilities considered necessary or desirable in light of the existing or anticipated needs of the Board.

The Nominating and Governance Committee will evaluate candidates proposed by stockholders under criteria similar to the
evaluation of other candidates, except that it may also consider as one of the factors in its evaluation, the amount of EA
voting stock held by the stockholder and the length of time the stockholder has held such stock. Stockholders wishing to
submit candidates for consideration by the Nominating and Governance Committee may do so by writing to EA�s Corporate
Secretary at 209 Redwood Shores Parkway, Redwood City, CA 94065, Attn: Director Nominations. To be considered by the
Nominating and Governance Committee in connection with EA�s annual meeting of stockholders, recommendations must be
submitted in writing to EA not less than 120 calendar days prior to the anniversary of the date on which EA�s proxy statement
was released to stockholders in connection with the previous year�s annual meeting. Recommendations should include: (1) the
stockholder�s name, address and telephone number; (2) the amount and nature of record and/or beneficial ownership of EA
securities held by the stockholder; (3) the name, age, business address, educational background, current principal occupation
or employment, and principal occupation or employment for the preceding five full fiscal years of the proposed candidate;
(4) a description of the qualifications and background of the proposed candidate that addresses the minimum qualifications
and other criteria for Board membership approved by the Board from time to time and set forth in EA�s Corporate
Governance Guidelines; (5) the amount and nature of record and/or beneficial ownership of EA securities held by the
proposed candidate, if any; (6) a description of all arrangements or understandings between the stockholder and the proposed
candidate relating to the proposed candidate�s candidacy; (7) a statement as to whether the proposed candidate would be
considered an independent director under applicable Nasdaq rules; (8) the consent of the proposed candidate (a) to be named
in the proxy statement relating to EA�s annual meeting of stockholders, and (b) to serve as a Director if elected at such annual
meeting; and (9) any other information regarding the proposed candidate that may be required to be included in a proxy
statement by applicable SEC rules. The Nominating and Governance Committee may request any additional information
reasonably necessary to assist it in assessing a proposed candidate.

� 18 �
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CORPORATE GOVERNANCE GUIDELINES

Our Board of Directors adopted, upon the recommendation of the Nominating and Governance Committee, a formal set of
Corporate Governance Guidelines in May 2004. A complete copy of the Corporate Governance Guidelines are available in
the Investor Relations portion of our website at http://investor.ea.com. Our Corporate Governance Guidelines contain
policies relating to:

� Board membership and independence criteria;

� Director resignations;

� executive sessions of independent Directors led by a Lead Director;

� authority to hire outside advisors;

� Director orientation and education;

� Board and Committee self-evaluations;

� attendance at annual meetings of stockholders;

� stock ownership guidelines for our Directors and executive officers;

� stockholder communications with the Board; and

� access to management, CEO evaluation and management succession planning.

GLOBAL CODE OF CONDUCT

Our Global Code of Conduct (which includes code of ethics provisions applicable to our directors, principal executive
officer, principal financial officer, principal accounting officer, and other senior financial officers) is available in the Investor
Relations section of our website at http://investor.ea.com. We will post amendments to our Global Code of Conduct in the
Investor Relations section of our website. Copies of our charters and Global Code of Conduct are available without charge
by contacting our Investor Relations department at (650) 628-7352.
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DIRECTOR ATTENDANCE AT ANNUAL MEETINGS

Our Directors are expected to make every effort to attend our annual meeting of stockholders. All Directors who were then
members of the Board attended our 2003 Annual Meeting of Stockholders.

STOCKHOLDER COMMUNICATIONS WITH THE BOARD OF DIRECTORS

EA stockholders may communicate with the Board as a whole, with a committee of the Board, or with an individual Director
by sending a letter to EA�s Corporate Secretary at Electronic Arts Inc., 209 Redwood Shores Parkway, Redwood City, CA
94065, or by sending an email to StockholderCommunications@ea.com. All stockholder communications received will be
handled in accordance with procedures approved by the independent Directors serving on the Board. For further information
regarding the submission of stockholder communications, please visit the Investor Relations portion of our website at
http://investor.ea.com.

� 19 �
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DIRECTOR COMPENSATION AND STOCK OWNERSHIP GUIDELINES

Mr. Probst, the Company�s Chief Executive Officer, is not paid additional compensation for his services as a Director. During
fiscal 2004, compensation for non-employee Directors included the following stock and cash elements:

Cash Compensation

� $16,000 annual retainer;

� $1,200 for each Board meeting attended;

� $950 for each telephone Board meeting attended;

� $1,000 for each Committee meeting attended; and

� $750 for each telephone Committee meeting attended.

During the past year, the Compensation Committee undertook a comprehensive review of the compensation program for the
Company�s Board of Directors, with the assistance of EA management. The Committee reviewed both the cash and equity
portions of the current Board compensation program and determined that: (1) for recruitment purposes and to remain
competitive, the cash portion of Board compensation should be increased to levels consistent with other high technology
(primarily software developers), entertainment and selected packaged goods companies, (2) cash compensation should be
paid to each Director in the form of an annual retainer for discharging his or her duties as a board member, and as a
committee member and/or committee chair, rather than payment on a per-meeting-attended basis as is currently the case, and
(3) Board members should forego the automatic increases (due to recent Company stock splits) in the size of the initial and
annual option grants made to directors under the 2000 Equity Incentive Plan. The Compensation Committee formulated its
recommendations for a new Director compensation program, which were adopted by the Compensation Committee and the
full Board in May 2004. Beginning after the 2004 Annual Meeting of Stockholders, non-employee Directors will receive the
following cash compensation:

� $35,000 annual retainer for service on the Board of Directors;

� $7,500 annual retainer for service on the Compensation or Nominating and Governance Committees;

�
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$2,500 additional annual retainer for service as Chair of the Compensation or Nominating and Governance
Committees;

� $10,000 annual retainer for service on the Audit Committee;

� $5,000 additional annual retainer for service as Chair of the Audit Committee; and

� $1,000 per day, with the approval of the Board of Directors, to individual Directors for special assignments, which
may include providing advisory services to management in such areas as sales, marketing, public relations and
finance (provided, however, no independent Director is eligible for a special assignment if the assignment or
payment for the assignment would prevent the Director from being considered independent under applicable Nasdaq
or SEC rules).
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DIRECTOR COMPENSATION AND STOCK OWNERSHIP GUIDELINES

Stock Compensation

Under the 1998 Directors� Stock Option Plan, non-employee Directors receive an automatic grant of options to purchase
8,000 shares of Class A common stock upon re-election by the stockholders each year. New Directors receive a grant of
25,000 shares to purchase Class A common stock under the Directors� Plan upon their election or appointment. No new
automatic option grants will be made to Directors under the Directors� Plan in the future; rather, such grants will be made
under the 2000 Equity Incentive Plan.

Although non-employee Directors have not received option grants under the current 2000 Equity Incentive Plan, under the
terms of that plan they are eligible to receive an automatic grant of options to purchase 32,000 shares of Class A common
stock (on a split-adjusted basis) upon re-election by the stockholders each year and new Directors are eligible to receive an
option grant to purchase 100,000 shares of Class A common stock (on a split-adjusted basis) upon their initial election or
appointment. However, if the proposed amendments to the 2000 Equity Incentive Plan discussed in Proposal No. 2 below are
approved by the stockholders at the Annual Meeting, then the stock options granted upon re-election and initial election or
appointment will be reduced to 10,000 and 25,000 shares, respectively.

An annual option grant to purchase 8,000 shares (on a pre-split basis) of Class A common stock was made under the
Directors� Plan to each of the seven non-employee Directors who were re-elected at the 2003 Annual Meeting of
Stockholders. These options were granted on July 31, 2003, the date of the Directors� re-election to the Board, at a
split-adjusted exercise price of $41.98 per share. Because Mr. Maffei had been appointed to the Board on June 3, 2003, the
number of shares subject to his option was pro-rated to 1,333 shares (on a pre-split basis).

Under the Directors� Plan and 2000 Equity Incentive Plans, non-employee Directors may elect to receive all or part of their
cash compensation in the form of Class A common stock. As an incentive for our non-employee Directors to increase their
stock ownership in EA, non-employee Directors making such an election receive shares of Class A common stock valued at
110% of the cash compensation they would have otherwise received.

The material terms regarding the exercise price of options, vesting, changes in capital structure, assumption of options and
acceleration of vesting and prohibitions on �repricing� under the Directors� Plan are substantially similar to the terms of the
2000 Equity Incentive Plan, summarized in Appendix A to this Proxy Statement.

Stock Ownership Guidelines

Each non-employee Director is required, within three years of becoming a Director, to own shares of EA Class A common
stock having a value of at least 3 years� annual retainer for service on the Board.
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PROPOSAL 2. AMENDMENTS TO THE 2000 EQUITY INCENTIVE PLAN

PROPOSAL 2. AMENDMENTS TO THE 2000 EQUITY INCENTIVE PLAN

The 2000 Equity Incentive Plan, which initially was approved by the stockholders on March 22, 2000, continues EA�s
program of providing equity incentives to qualified employees, officers and Directors. We offer these incentives in order to
assist in recruiting and retaining qualified employees, officers and Directors. Since the Plan�s adoption, 46,400,000 shares of
Class A common stock have been reserved for issuance.

The amendments would increase the number of shares authorized under the 2000 Equity Incentive Plan by 11,000,000
Shares to a total of 57,400,000 Shares. We continue to believe that alignment of the interests of our stockholders and our
employees, officers and Directors is best advanced through the issuance of equity incentives as a portion of their total
compensation. In this way, we reinforce the link between our stockholders and our employees�, officers� and Directors� focus
on personal responsibility, creativity and stockholder returns. We also believe that delivering a portion of their total
compensation in the form of long-term equity compensation helps encourage a long-term view in an industry that is subject
to lengthy business cycles. Stock options also play an important role in our recruitment and retention strategies, as the
competition for creative and technical talent and leadership in our industry is very intense.

Having said this, we also recognize our responsibility to keep the dilutive impact of stock options and other equity incentives
within a reasonable range. For example, we decreased the size of option grants we made to our executive officers in fiscal
2004 and, following the two-for-one split of our Class A common stock in November 2003, we did not adjust our
broad-based stock option award guidelines to reflect the split. During fiscal 2004, a year in which our employee base grew
by approximately 800 people, we carefully managed stock option issuances, granting options to purchase a total of 9,181,602
shares, or approximately 3% of our total shares outstanding. In the three years prior to fiscal 2004, we granted stock options
at an average annual rate of approximately 4.6% of total shares outstanding.

In addition, the 2000 Equity Incentive Plan contains several features designed to protect stockholders� interests. For example,
as proposed to be amended, the Plan would not allow any options to be granted at less than 100% of fair market value. In
addition, the Plan does not contain an �evergreen� provision, and the exercise price of outstanding options issued under the
Plan may not be reduced without stockholder approval. In an effort to further align the interests of our Directors, executive
officers and stockholders, we have implemented minimum stock ownership requirements for our Directors and executive
officers.

As we head into fiscal 2005, we will continue to responsibly manage stock option issuances, and we will engage in a
comprehensive analysis of our total compensation programs to ensure their continued effectiveness and to prepare for the
possibility of mandatory stock option expensing.
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PROPOSAL 2. AMENDMENTS TO THE 2000 EQUITY INCENTIVE PLAN

The amendments would also:

Expressly authorize the issuance of awards of restricted stock units in addition to awards of stock options and restricted
stock. We believe that our ability to employ different forms of equity incentives is important, and restricted stock units
provide additional and alternative methods of providing equity incentives to our employees.

Limit the total number of shares underlying awards of restricted stock and restricted stock units that may be granted
under the 2000 Equity Incentive Plan to 3 million.

Provide that the exercise price of stock options may not be less than 100% of the fair market value of a share of Class A
common stock on the date of grant. Although we have never granted stock options under the Plan with an exercise price
below fair market value on the date of grant, the Plan currently provides us with the ability to do so (at an exercise as low as
85% of fair market value). As we have no intention of granting nonqualified stock options under the Plan with an exercise
price below fair market value, we feel that it would be appropriate to amend the Plan to reflect both our current practices and
intentions for the future.

Reduce the automatic formula for stock option grants to each outside Director upon first joining the Board from an
option to purchase 100,000 shares to an option to purchase 25,000 shares, and reduce the annual stock option grant to
each Director upon his or her re-election from an option to purchase 32,000 shares to an option to purchase 10,000
shares. The formula as originally adopted provided for initial grants of options to purchase 25,000 shares and annual grants
of options to purchase 8,000 shares and was identical to the formula included in the Directors� Plan under which Director
grants have been made since 1998. By the terms of the 2000 Equity Incentive Plan, this formula for grants was automatically
adjusted for the two-for-one stock splits effected in September 2000 and November 2003. As so adjusted, the 2000 Equity
Incentive Plan currently provides for a grant of a stock option to purchase 100,000 shares when a Director is initially
appointed or elected, and an annual grant of an option to purchase 32,000 shares upon re-election to the Board. We are
proposing these amendments because it is our intention that future automatic option grants to Directors be made under the
2000 Equity Incentive Plan rather than the Directors� Plan.

Remove the vesting requirements for the annual grants to outside Directors from the Plan. Currently, the 2000 Equity Plan
provides that all grants to outside Directors vest at the rate of 2% a month. No change is proposed with respect to vesting of
the initial grant. However, the proposed amendment would provide that the annual grant to each Director made upon
re-election to the Board will vest at the discretion of the Compensation Committee. The Compensation Committee believes
that vesting of annual grants should be aligned with the term of service and thus currently intends to provide, in the option
agreements, for full vesting of annual grants on the last day of the term for which each Director has been elected.
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PROPOSAL 2. AMENDMENTS TO THE 2000 EQUITY INCENTIVE PLAN

NEW PLAN BENEFITS

As discussed above, the 2000 Equity Incentive Plan currently provides for automatic grants of options to purchase shares of
Class A common stock to non-employee Directors. As proposed to be amended, the size of each automatic grant would be
reduced from an option to purchase 100,000 shares to an option to purchase 25,000 shares when a non-employee Director
first joins the Board, and from an option to purchase 32,000 shares to an option to purchase 10,000 shares upon a Director�s
re-election to the Board. The following table sets forth the number of shares of Class A common stock underlying options
that will be automatically awarded to our non-employee Directors upon their re-election at the Annual Meeting if this
Proposal is approved by our stockholders:

New Plan Benefits Table
2000 Equity Incentive Plan

Name and Position(1) Dollar Value ($) Shares
All Current Directors Who Are Not Executive
Officers, as a Group (8 Persons)(2) (3) 77,500(4)
(1) Because awards that might be made under the Plan to our executive officers and non-executive employees will depend

on the discretionary actions of the Compensation Committee and the fair market value of the Class A common stock at
various future dates, it is not currently possible to determine the benefits that might be received by these persons.

(2) Assumes all eight of our non-employee Directors are re-elected at the Annual Meeting.

(3) The dollar value of awards is based on the fair market value of our Class A common stock on the date of grant,
and is not determinable as of the mailing date of this proxy statement.

(4) As Mr. Pittman was appointed to the Board of Directors effective November 1, 2003, the number of shares subject to
his automatic option grant will be pro-rated to 7,500. Non-employee Directors may also elect to receive shares of Class
A common stock in lieu of cash compensation, if the Director so desires. The number and value of shares of Class A
common stock that may be granted to Directors under the Plan in lieu of cash compensation cannot be determined as of
the mailing date of this proxy statement because of the elective nature of this benefit, and because the number of shares
granted in lieu of cash compensation depends on the future value of the Class A common stock on the date of grant.

For more information about the 2000 Equity Incentive Plan, we urge you to read the summary of its material terms and
proposed changes included as Appendix A to this Proxy Statement.

REQUIRED VOTE AND BOARD OF DIRECTORS� RECOMMENDATION
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Approval of this proposal requires the affirmative vote of a majority of the votes present at the meeting in person or by proxy
and voting on this proposal.

The Board recommends a vote FOR the amendments to the 2000 Equity Incentive Plan.
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PROPOSAL 3. AMENDMENT TO THE 2000 EMPLOYEE STOCK PURCHASE PLAN

PROPOSAL 3. AMENDMENT TO THE 2000 EMPLOYEE STOCK PURCHASE PLAN

The 2000 Employee Stock Purchase Plan, which initially was approved by the stockholders on July 27, 2000, provides our
employees with a convenient means of purchasing equity in the Company through payroll deductions. It also provides an
incentive for continued employment. Since its adoption, 2,300,000 shares of Class A common stock have been reserved for
issuance under the 2000 Purchase Plan.

Since the adoption of the 2000 Purchase Plan, we have experienced significant growth in the number of employees as well in
the number of employees who elect to participate in the Purchase Plan. In addition, in February 2003, we terminated our
International Employee Stock Purchase Plan, and have since allowed our international employees to participate in the 2000
Purchase Plan. The following table presents information since the beginning of fiscal year 2002 relating to the aggregate
number of shares purchased under the Purchase Plan and the International Purchase Plan, as well as the number of
employees who have participated in such plans:

Shares
Purchased
Pursuant to

2000 Purchase
 Plan 

Shares Purchased
Pursuant to
International

Purchase Plan(1)
Total Shares
Purchased

No. of

Employees

Participating

as of the Last

Purchase Date

in Fiscal Year
Fiscal Year 2002 421,542 204,938 626,480 2,217
Fiscal Year 2003 440,528 257,368 697,896 2,418
Fiscal Year 2004 866,541          � 866,541 2,933
Fiscal Year 2005 (2)          � (2)    3,459(3)

(1) The International Employee Stock Purchase Plan was terminated in February 2003.

(2) Fiscal year 2005 purchases under the 2000 Purchase Plan will be made in August 2004 and February 2005.

(3) Represents number of participants in the 2000 Purchase Plan as of May 15, 2004. Participants have the right to
withdraw from the 2000 Purchase Plan at any time prior to a purchase date. The number of participants may increase or
decrease prior to February 2005, the last purchase date in fiscal 2005.

The proposed amendment would increase the number of shares authorized under the 2000 Purchase Plan by 1,500,000 to a
total of 3,800,000, an amount that we estimate will permit all current and potential future employees to fully participate in
the Purchase Plan for at least fiscal year 2005.
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For more information about the 2000 Purchase Plan, we urge you to read the summary of its material terms included as
Appendix B to this Proxy Statement.

REQUIRED VOTE AND BOARD OF DIRECTORS� RECOMMENDATION

Approval of this proposal requires the affirmative vote of a majority of the votes present at the meeting in person or by proxy
and voting on this proposal.

The Board recommends a vote FOR the amendment to the 2000 Employee Stock Purchase Plan.
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PROPOSAL 4. AMENDMENT AND RESTATEMENT OF OUR CERTIFICATE OF

INCORPORATION TO CONSOLIDATE COMMON STOCK.

PROPOSAL 4. AMENDMENT AND RESTATEMENT OF OUR CERTIFICATE OF INCORPORATION TO
CONSOLIDATE OUR CLASS A COMMON STOCK AND CLASS B COMMON STOCK INTO A SINGLE
CLASS OF COMMON STOCK

This proposal would amend and restate our Certificate of Incorporation, as described below. A copy of the Amended and
Restated Certificate of Incorporation that you are being asked to approve is attached to this Proxy Statement as Appendix C.

Consolidation of Class A and Class B Common Stock

We are proposing to amend and restate our Certificate of Incorporation to consolidate our Class A common stock and Class
B common stock into a single class of common stock by reclassifying each outstanding share of Class A common stock as
one share of common stock and converting each outstanding share of Class B common stock into 0.001 shares of common
stock (which we refer to as the �Consolidation Amendment�). We are also proposing to make the following related
amendments to our Certificate of Incorporation:

� We presently have provisions in our Certificate of Incorporation authorizing 500 million shares of common stock,
comprised of 400 million shares of Class A common stock and 100 million shares of Class B common stock. Because the
Amendment would reclassify the Class A common stock as common stock and we would no longer have any shares of
Class B authorized, if stockholders do not approve the proposal to increase the number of shares of authorized common
stock discussed in Proposal No. 5 below, following the Consolidation Amendment there would only be authorized 400
million shares of a single class of common stock. In addition, if the Consolidation Amendment is approved, we will
continue to have 10 million shares of preferred stock (none of which are issued and outstanding) authorized under our
Certificate of Incorporation and this will not be changed by the Consolidation Amendment.

� We presently have various provisions in our Certificate of Incorporation designating certain separate rights of the holders
of Class A common stock and Class B common stock. Because the Consolidation Amendment will result in the
conversion of all outstanding Class B Common Stock to the single class of common stock, the authorized Class B
common stock will be eliminated and each of the provisions governing the separate rights of the Class B common stock
will be deleted.

Effects of Approving the Consolidation Amendment

If our stockholders approve the Consolidation Amendment, we will file an Amended and Restated Certificate of
Incorporation reflecting the Consolidation Amendment with the Delaware Secretary of State, which will become effective on
the date the filing is accepted by the Delaware Secretary of State.
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As of June 8, 2004, the record date for the Annual Meeting, there were issued and outstanding 302,999,386 shares of our
Class A common stock and 200,130 shares of our Class B common stock. As of the effective date of the Consolidation
Amendment, (i) each outstanding share of Class A common stock would be reclassified as one outstanding share of common
stock and (ii) each outstanding share of the Class B common stock would be converted into 0.001 shares of common stock,
for a total of 200 shares of common stock. The Consolidation Amendment�s elimination of the authorized Class B Common
Stock would also eliminate some restrictions that currently exist on the Class A common stock that provide protection for the
separate rights of the holders of the Class B common stock. The rights and privileges of the holders of Class A common
stock would not otherwise be effected by the Consolidation Amendment. Each outstanding option to acquire a share of Class
B common stock under our Class B Equity Incentive Plan would become an option to acquire 0.001 shares of common stock.
As of the record date, there were options outstanding to acquire 34,439 shares of Class B common stock.
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PROPOSAL 4

If our stockholders approve the Consolidation Amendment, we will issue a total of 200 shares of common stock to the
current holders of our Class B common stock. No fractional shares will be issued in connection with the consolidation;
rather, we will pay in cash the fair value of any fractional shares.

The Class B common stock was intended to reflect the performance of our former online games division, EA.com. Beginning
in fiscal 2004, we ceased operating EA.com as a separate business and integrated our online games business into our overall
software business. Therefore, the separate value of our online games business, which the Class B common stock is designed
to track, is nominal. Following effectiveness of the Consolidation Amendment, we intend for our single class of common
stock to reflect the combined performance of our business as a whole.

There is currently no mandatory redemption or exchange provision with respect to the Class A common stock. Currently, if
we dispose of all or substantially all of the assets of EA.com, we would be required to choose one of the following three
alternatives: (i) pay a dividend to holders of Class B common stock in an amount equal to their proportionate interest in the
net proceeds of such disposition, (ii) redeem from holders of Class B common stock, for an amount equal to their
proportionate interest in the net proceeds of such disposition, the outstanding shares of Class B common stock (or redeem a
portion of the Class B common stock if EA.com continues to hold a material amount of its assets after such disposition), or
(iii) issue Class A common stock in exchange for outstanding Class B common stock at a 15% premium. At any time within
one year after completing a special dividend or partial redemption referred to above, we have the right to issue Class A
common stock in exchange for outstanding Class B common stock at a 15% premium. Upon effectiveness of the
Consolidation Amendment, the obligations to effect such a special dividend or redemption will be terminated and there will
be no mandatory redemption, dividend or exchange provision with respect to our common stock.

The Class A common stock has one vote per share. Currently the Class B common stock has 0.05214 votes per share.
Holders of Class A common stock and Class B common stock vote together as a single class, except in certain limited
circumstances where the Class B common stock must approve changes to the terms of the Class B common stock. Upon
effectiveness of the Consolidation Amendment, each share of the single class of common stock will have one vote and will
vote together on all matters.

Currently, our ability to pay dividends to either the Class A common stock or the Class B common stock, is limited to what
our ability to legally pay dividends would be if the portion of our business represented by each such class of common stock
were a separate Delaware corporation. Following effectiveness of the Consolidation Amendment these separate limits will no
longer be in effect and we will be permitted to pay dividends as legally permitted under Delaware law. However, we
currently intend to retain all of our earnings to finance our operations and fund future growth. We have not paid any
dividends on the Class A common stock nor we do not anticipate paying cash dividends on the common stock for the
foreseeable future. There are no arrears as to dividends on the Class A common stock or Class B common stock.

If our stockholders do not approve the Consolidation Amendment, there would be no change in our existing capital stock. As
such, holders of Class A common stock would continue to hold Class A common stock, and holders of Class B common
stock would continue to hold Class B common stock.
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PROPOSAL 4

Background and Reasons for the Consolidation Amendment

At a Special Meeting of Stockholders in March 2000, our stockholders approved an amendment and restatement of our
Certificate of Incorporation to create our two classes of common stock, Class A common stock and Class B common stock.
The Class B common stock was intended to be a tracking stock to reflect the performance of EA.com, which, at the time,
was our online games division. Prior to the creation of the Class A and Class B common stock, we had a single class of
outstanding common stock, designated simply as �common stock�. In connection with the March 2000 amendment, each
then-outstanding share of common stock was redesignated as one share of Class A common stock. We subsequently sold
shares of Class B common stock to certain EA executives and issued warrants to purchase shares of Class B common stock
to certain institutional buyers. We also reserved additional shares of Class B common stock for the creation of our Class B
Equity Incentive Plan.

Our reasons for creating the Class B common stock included:

� By reporting the operating results of EA.com, we would increase the market�s understanding of EA.com and of the
revenues, costs, earnings or losses associated with this business.

� Creating separate investment vehicles represented by the Class A common stock and the Class B common stock to meet
the requirements of distinct investors�those looking for a more mature software business like EA, and those looking for the
growth potential of a newer Internet business such as EA.com.

� Equity incentive awards using the Class B common stock would assist EA.com in attracting and retaining key talent in the
competitive employee market in online businesses.

� The Class B common stock would facilitate the separation of our online business from our packaged goods business while
retaining ownership of our online assets.

� Class B common stock would assist the Board in meeting the capital requirements of EA.com by creating an additional
security for use in raising capital and as currency for acquisitions by EA.com.

While the Class B common stock provided some of these benefits, EA.com is no longer a separate business and we no longer
have any plans, nor do we see meaningful prospects, for the creation of a public market for our Class B common stock.
Further, given the administrative costs of maintaining the Class B common stock and the potential confusion caused by our
dual class common stock structure, our Board of Directors has determined that it is no longer in our best interests or those of
our stockholders to continue to maintain two classes of common stock.

Our Class B common stock warrant holders have previously exercised their rights as set forth in our original agreements with
such investors to exchange their Class B common stock warrants for Class A common stock warrants. In addition, most of
our employees who held options to purchase Class B common stock under our Class B Equity Incentive Plan voluntarily
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tendered such options in exchange for cash. As of the record date, 200,130 shares of Class B common stock and options to
purchase 34,439 shares of Class B common stock remained outstanding.

Accordingly, in March 2003, we consolidated the operations of the EA.com business segment into our core operations in
order to increase efficiency, simplify our reporting structure and more directly integrate online activities into our core
console and PC business. As a result, we eliminated dual class reporting starting in fiscal 2004. Since March 2003, we have
not issued, and we do not intend to issue, additional Class B common stock, stock options or warrants to purchase Class B
common stock. No further options are available for grant under the Class B Equity Incentive Plan.
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Post-Consolidation Activity

Our stockholders will not need to take any further action with respect to their existing stock certificates representing their
Class A common stock or Class B common stock, as the case may be, following the effectiveness of the Consolidation
Amendment. Once the Consolidation Amendment becomes effective, our Board of Directors will take such action as may be
necessary to amend our equity compensation plans and any other agreements to reflect the new single class of common
stock.

No Appraisal Rights

No appraisal rights are available under the Delaware General Corporation Law or under our Certificate of Incorporation or
bylaws to any stockholder who doesn�t vote in favor of the Consolidation Amendment.

Tax Consequences

The following summary of the federal income tax consequences of the Consolidation Amendment and the ownership of
Class A common stock and Class B common stock is based on the Internal Revenue Code of 1986, as amended to the date
hereof (the �Code�), Treasury Department regulations, published positions of the Internal Revenue Service (the �IRS�) and court
decisions now in effect, all of which are subject to change. You should consult your own tax advisors with regard to the
application of the federal income tax laws to your particular situation, as well as to the applicability and effect of any
state, local, or foreign tax laws to which you may be subject.

We believe that for federal income tax purposes Class A common stock and Class B common stock will be considered to be
EA common stock. Accordingly, we believe that for federal income tax purposes, neither you nor Electronic Arts will
recognize any income, gain or loss as a result of the reclassification of existing Class A common stock into common stock or
the conversion of the Class B common stock into common stock. There are, however, no court decisions or other authority
bearing directly on the classification of instruments with characteristics similar to those of Class A common stock and Class
B common stock.

Further, the IRS has announced that it will not issue advance rulings on the correct classification for federal income tax
purposes of instruments such as tracking stock. It is possible, therefore, that the IRS could assert that the Class A common
stock or the Class B common stock or both represent property other than common stock of the Company. Finally,
stockholders should be aware that this discussion does not address any issues that may be relevant to stockholders who
acquired their shares in compensatory transactions or other holders who are subject to special circumstances or tax rules
(such as dealers in securities or foreign persons).

Edgar Filing: NeuroMetrix, Inc. - Form 10-Q

Table of Contents 37



� 29 �

Edgar Filing: NeuroMetrix, Inc. - Form 10-Q

Table of Contents 38



Table of Contents

PROPOSAL 4

Interests of Certain Persons in the Consolidation Amendment

There is currently no public trading market for our Class B common stock, nor do we expect for one to develop. If the
Consolidation Amendment is approved, several of our current and former executive officers who hold shares of Class B
common stock will receive shares of common stock, which will trade on the Nasdaq National Market. The following table
sets forth information regarding the Consolidation Amendment for persons who are or have been an executive officer of EA
since April 1, 2003:

Name
Number of Class B
Shares Owned

Number of Shares of
Common Stock into
which Class B Shares
will be Converted

Value of Common
Stock Received

Upon Conversion of

Class B Shares(1)(2)

John Riccitiello(3)   50,000   50 $2,506
Lawrence F. Probst III   25,000   25 $1,253
Don A. Mattrick   25,000   25 $1,253
Bruce McMillan   20,000   20 $   100
V. Paul Lee   15,000   15 $   752
J. Russell (Rusty) Rueff, Jr.   15,000   15 $   752
Nancy L. Smith   10,000   10 $   501
TOTAL 160,000 160 $8,020

(1) Based on $50.13 per share, the reported closing price of our Class A common stock on the Nasdaq National Market on
May 25, 2004.

(2) The individuals named in the table purchased their Class B common stock for $9.00 per share in May and June 2000.
(3) Mr. Riccitiello resigned from his position as President and Chief Operating Officer in April 2004.

REQUIRED VOTE AND BOARD OF DIRECTORS� RECOMMENDATION

Approval of this proposal requires the affirmative vote of (i) a majority of the outstanding shares of the Class A common
stock and Class B common stock, voting together as a single class, and (ii) a majority of the outstanding shares of Class B
common stock voting separately.

The Board recommends a vote FOR the amendment and restatement of our Certificate of Incorporation to consolidate our
Class A common stock and Class B common stock into a single class of common stock.
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PROPOSAL 5. INCREASE THE NUMBER OF AUTHORIZED SHARES OF COMMON STOCK

PROPOSAL 5. FURTHER AMENDMENT AND RESTATEMENT OF OUR CERTIFICATE OF
INCORPORATION TO INCREASE THE NUMBER OF AUTHORIZED SHARES OF COMMON STOCK

Under our current Certificate of Incorporation, there are authorized 400 million shares of Class A common stock, 100 million
shares of Class B common stock, and 10 million shares of preferred stock. If stockholders approve both this proposal and the
Consolidation Amendment discussed above in Proposal No. 4, the amendment and restatement of the Certificate of
Incorporation would increase the total number of authorized shares of common stock to 1 billion shares. If stockholders do
not approve the Consolidation Amendment but approve this proposal, the amendment and restatement of the Certificate of
Incorporation would increase the number of authorized shares of Class A common stock to 1 billion shares, while the
number of authorized shares of Class B common stock would remain at 100 million. The amendment and restatement of the
Certificate of Incorporation does not include any change to the authorized number of shares of preferred stock, which would
remain at 10 million authorized shares.

The Board has unanimously determined that it would be in the best interests of the Company and our stockholders to amend
the Certificate of Incorporation to increase the number of authorized shares of common stock to 1 billion shares (or 1 billion
shares of Class A common stock if stockholders do not approve the Consolidation Amendment).

As of March 31, 2004, 302,174,818 of the 400 million authorized shares of Class A common stock were issued and
outstanding, an additional 43,554,031 shares were reserved for issuance upon the exercise of outstanding options, 8,670,239
shares were reserved for future issuance under our stock option plans, and 571,389 shares were reserved for future issuance
under our 2000 Employee Stock Purchase Plan. Based on our capitalization as of March 31, 2004, we had less than 46
million authorized shares available for issuance and not otherwise reserved for other purposes.

The proposed increase in the number of shares of common stock will permit the Company to move quickly, without the
delay and expense of a stockholder meeting, if the Board determines that it is desirable for the Company to issues shares of
common stock in excess of the currently authorized number of shares for business and financial purposes, which may include
stock dividends and splits, financings, strategic relationships with other companies, expanding our business or product lines
through acquisitions of other businesses or products, and other corporate actions.

For example, in September 2000, and again in November 2003, the Board effected two-for-one stock split of our Class A
common stock which was distributed in the form of a stock dividend. Further, earlier this year, the SEC granted effectiveness
to a registration statement filed by the Company on Form S-3 (a so-called �shelf registration�) of up to $2 billion of equity or
debt securities to be issued by the Company at the direction of the Board. The proposed increase in the number of authorized
shares of common stock will give the Board flexibility to effect additional stock dividends, issue shares of common stock
under the shelf-registration and pursue other corporate goals when the Board believes that it is in the best interests of the
Company and its stockholders to do so.

A portion of the additional shares could also be issued pursuant to our stock option and stock purchase plans, as authorized
by the stockholders from time to time. For example, pursuant to Proposal No. 2 and Proposal No. 3 above, additional shares
of common stock would be reserved for issuance under the 2000 Equity Plan and the Stock Purchase Plan. In the event that
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stockholders do not approve this proposal, however, we would still have a sufficient number of shares of Class A common
stock to permit us to effect the proposed increases to our stock option and stock purchase plans described in Proposal No. 2
and Proposal No. 3. The Board does not currently have any other specific plans to issue any of the additional shares to be
authorized. We do not intend to seek further
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PROPOSAL 5

stockholder authorization for the issuance of additional shares unless such stockholder authorization is otherwise required
under applicable law or the rules of the Nasdaq National Market (on which our Class A common stock is traded) due to the
nature and size of the transaction or transactions in which the shares are to be issued, or as may be required to reserve
additional shares of common stock for issuance under our equity plans.

Although it is not the intention of this proposal, the Board recognizes that an increase in the number of shares of authorized
common stock could have the effect of discouraging attempts to take control of the Company, as the issuance of the
additional shares made available by this proposal could be used to dilute the stock ownership of, or increase the cost to, a
potential acquiror. For example, in the event of a hostile takeover attempt of the Company, it may be possible for the
Company to impede the attempt by issuing shares of common stock, thereby diluting the voting power of other outstanding
shares, and increasing the cost to acquire control of the Company. If passed, this proposal could therefore have the effect of
discouraging unsolicited takeover attempts of the Company. By potentially discouraging initiation of any such unsolicited
takeover attempt, the proposal may limit the opportunity for stockholders to dispose of their shares for a higher price than
they would otherwise be able to obtain. However, the Board is not aware of any attempt to take control of the Company and
has not presented this proposal with the intent that it be utilized as an anti-takeover device.

If both this proposal and the Consolidation Amendment described in Proposal No. 4 above are approved by the stockholders,
the Board intends to amend the Company�s Certificate of Incorporation to increase the number of authorized shares of
common stock as provided in the proposed Amended and Restated Certificate of Incorporation attached to this proxy
statement as Appendix C.

If this proposal is approved by the stockholders, but the Consolidation Amendment in Proposal No. 4 above is not approved,
then Article IV of our current Certificate of Incorporation will be restated in its entirety to read:

�ARTICLE IV

The total number of shares of stock of all classes which the Company is authorized to issue is 1,110,000,000 shares,
consisting of 1,000,000,000 shares of Class A Common Stock, par value $0.01 per share (�Class A Common Stock�),
100,000,000 shares of Class B Common Stock, par value $0.01 per share (�Class B Common Stock�), and 10,000,000 shares
of Preferred Stock, par value $0.01 per share.

The Board of Directors is authorized, subject to any limitations prescribed by the law of the State of Delaware, to provide for
the issuance of Preferred Stock in one or more series, to establish from time to time the number of shares to be included in
each such series, to fix the designation, powers, preferences and rights of the shares of each such series and any
qualifications, limitations or restrictions thereof, and to increase or decrease the shares of any such series (but not below the
number of shares of such series then outstanding).�
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However, the Board reserves the right not to amend the Certificate of Incorporation, despite approval by the stockholders, if
the Board determines that it would not be in the best interests of the Company and its stockholders to do so.

REQUIRED VOTE AND BOARD OF DIRECTORS� RECOMMENDATION

Approval of this proposal requires the affirmative vote of a majority of the outstanding shares of the Class A common stock
and Class B common stock, voting together as a single class.

The Board recommends a vote FOR the amendment and restatement of our Certificate of Incorporation to increase the
number of authorized shares of common stock.
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PROPOSAL 6. RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

PROPOSAL 6. RATIFICATION OF THE APPOINTMENT OF KPMG LLP, INDEPENDENT AUDITORS

KPMG LLP has audited the financial statements of EA and its consolidated subsidiaries since fiscal year 1987. The Board,
through the Audit Committee, has appointed KPMG LLP as EA�s independent auditors for fiscal year 2005. The Audit
Committee and the Board believe that KPMG LLP�s long-term knowledge of EA and its subsidiaries is valuable to the
Company. Representatives of KPMG LLP have direct access to members of the Audit Committee and the Board.
Representatives of KPMG LLP will attend the meeting in order to respond to appropriate questions from stockholders, and
may make a statement if they desire to do so.

Ratification of the appointment of KPMG LLP as our independent auditors is not required by our bylaws or otherwise. The
Board of Directors has determined to submit this proposal to the stockholders as a matter of good corporate practice. If the
stockholders do not ratify the appointment, the Audit Committee will review their future selection of auditors. Even if the
appointment is ratified, the Audit Committee may, in its discretion, direct the appointment of different independent auditors
at any time during the year if they determine that such a change would be in the best interests of the Company and the
stockholders.

Fees of Independent Auditors

The aggregate fees billed for the last two fiscal years for each of the following categories of services are set forth below:

Description of Fees
Year Ended

March 31, 2004
Year Ended

March 31, 2003
Audit(1)
-Worldwide audit fee $ 1,613,000 $ 1,412,000
-Accounting assistance, SEC and foreign filings 517,000 272,000
Total audit fees 2,130,000 1,684,000
Audit-Related Fees(2)
-Pension audit 18,000 17,000
Total audit related fees 18,000 17,000
Tax(3)
-Compliance 718,000 593,000
-Planning and Advice 102,000 186,000
Total tax fees 820,000 779,000
All Other Fees(4)
Total all other fees � �
Total All Fees $ 2,968,000 $ 2,480,000

(1) Audit Fees: This category includes the annual audit of the Company�s financial statements, (including required quarterly
reviews of financial statements included in the Company�s quarterly reports on Form 10-Q) and services normally
provided by the independent auditors in connection with regulatory filings. This category also includes advice on
matters that arose during, or as a result of the audit or review of financial statements, statutory audits required for our
non-US subsidiaries, and services associated with our registration statement on Form S-3 filed in January 2003, periodic
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reports and other documents filed with the SEC and foreign filings, as well as Sarbanes-Oxley Section 404 compliance
assistance.

(2) Audit Related Fees: This category consists of fees related to audits of employee benefit plans.

(3) Tax Services: This category includes compliance services rendered for US and foreign tax compliance and returns, and
transfer pricing, as well as planning and advice which consists primarily of technical tax consulting.

(4) Other: In fiscal year 2004, no products or services were provided under this category.
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OTHER BUSINESS

Services Provided by the Independent Auditors

The Audit Committee is required to pre-approve the engagement of and engages KPMG LLP to perform audit and other
services for the Company and its subsidiaries. The Company�s procedures for the pre-approval by the Audit Committee of all
services provided by KPMG LLP comply with SEC regulations regarding pre-approval of services. Services subject to these
SEC requirements include audit services, audit-related services, tax services and other services. The audit engagement is
specifically approved and the auditors are retained by the Audit Committee. In some cases, pre-approval for a particular
category or group of services is provided by the Audit Committee for up to a year, subject to a specific budget and to regular
management reporting. In other cases, the Chairman of the Audit Committee has the delegated authority from the Audit
Committee to pre-approve additional services up to a specified dollar limit, and such pre-approvals are then communicated to
the full Audit Committee.

The Audit Committee considered and determined that fees for services other than audit and audit-related services are
compatible with maintaining KPMG LLP�s independence.

REQUIRED VOTE AND BOARD OF DIRECTORS� RECOMMENDATION

Approval of this proposal requires the affirmative vote of a majority of the votes present at the meeting in person or by proxy
and voting for or against the proposal.

The Board recommends a vote FOR the ratification of KPMG LLP as our independent auditors for fiscal year 2005.

OTHER BUSINESS

The Board knows of no other business for consideration at the Annual Meeting. If other matters are properly presented at the
Annual Meeting, or at any adjournment or postponement of the Annual Meeting, Lawrence F. Probst III and Warren C.
Jenson will vote, or otherwise act, in accordance with their judgment on such matters.
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PRINCIPAL STOCKHOLDERS

PRINCIPAL STOCKHOLDERS

Class A Common Stock

The following table shows, as of June 1, 2004, the number of shares of our Class A common stock owned by our Directors,
executive officers named in the Summary Compensation Table below, our Directors and current executive officers as a
group, and beneficial owners known to us holding more than 5% of our Class A common stock. As of June 1, 2004, there
were 302,693,698 shares of our Class A common stock outstanding. Except as otherwise indicated, the address for each of
our Directors and executive officers is c/o Electronic Arts Inc., 209 Redwood Shores Parkway, Redwood City, CA 94065.

Title of Class of
Common Stock Stockholder Name

Number
of Shares
Owned(1)

Right to
Acquire(2)

Percent of
Outstanding
Shares In
Class(3)

A AXA(4) 31,835,022 � 10.5
A Janus Capital Management LLC(5) 29,089,797 �   9.6
A Legg Mason Capital Management,

Inc.(6) 16,426,810 �   5.4
A Montag & Caldwell, Inc.(7) 15,442,750 �   5.1
A Lawrence F. Probst III(8)       742,352   2,684,600   1.1
A M. Richard Asher       300,816     193,120       *
A William J. Byron       198,148       54,720       *
A Timothy Mott(9)       118,624     125,200       *
A John Riccitiello(10)         37,744     227,400       *
A Bruce McMillan         17,765     370,359       *
A Gary M. Kusin           4,574       20,160       *
A Warren C. Jenson           2,620     300,000       *
A Don A. Mattrick           2,447     290,648       *
A Leonard S. Coleman, Jr.           2,320       51,764       *
A Linda J. Srere           1,478       51,764
A Robert W. Pittman               269         9,000       *
A Gregory B. Maffei                   0       14,693       *
A All executive officers and Directors

as a group (20 persons)(10)     1,428,888 5,901,828   2.4

* Less than 1%

(1) Unless otherwise indicated in the footnotes, includes shares for which the named person has sole voting and investment
power, or has shared voting and investment power with his or her spouse. Excludes shares that may be acquired through
stock option exercises.

(2) Represents shares of Class A common stock that may be acquired through stock option exercises within 60 days of June
1, 2004.
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(3) Calculated based on the total number of shares owned plus the number of shares that may be acquired through stock
option exercises within 60 days of June 1, 2004.

(4) Based on information contained in a report on Schedule 13F filed with the SEC on May 14, 2004. The address for AXA
Assurances I.A.R.D Mutuelle is 370, rue Saint Honore 75001 Paris, France.

(5) Based on information contained in a report on Schedule 13F filed with the SEC on May 17, 2004. The address for Janus
Capital Management LLC is 100 Fillmore Street, Suite 300, Denver, CO 80206.

(6) Based on information contained in a report on Schedule 13F filed with the SEC on March 1, 2004. The address for Legg
Mason, Inc. is 100 Light Street, Baltimore, MD 21202.

(7) Based on information contained in a report on Schedule 13F filed with the SEC on April 30, 2004. The address for
Montag & Caldwell, Inc. is 3455 Peachtree Road, NE, Suite 1200, Atlanta, Georgia 30326.

(8) Includes 138,926 shares of Class A common stock held by Mr. Probst�s grantor�s retained annuity trust and 508,012
shares of Class A common stock held by the Probst Family LP, of which Mr. Probst is a partner.

(9) Includes 36,656 shares of Class A common stock held in trust for the benefit of Mr. Mott�s son for which Mr. Mott is the
trustee.

(10) Excludes shares and shares subject to option held by Mr. Riccitiello, who ceased to be an executive officer of
EA upon resigning from his position as President and Chief Operating Officer in April 2004.
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PRINCIPAL STOCKHOLDERS

Class B Common Stock

The following table shows, as of June 1, 2004, the number of shares of our Class B common stock owned by our Directors,
the executive officers named in the Summary Compensation Table below, persons who have been executive officers at any
time since April 1, 2003 (the beginning of our last fiscal year), our Directors and executive officers as a group, and beneficial
owners known to us holding more than 5% of our Class B common stock. As of June 1, 2004, there were a total of
34,200,130 shares of our Class B common stock outstanding, of which EA nominally holds 34,000,000 shares as its retained
interest in the Class B common stock. Ownership of Class B common stock by executive officers equals 0.5% (five tenths of
one percent) of the total Class B stock on a fully-allocated basis. Excluding EA�s retained interest, persons who have been
executive officers at any time since April 1, 2003 own 80.0% of the outstanding Class B common stock. The aggregate
voting rights for these shares is 9,124 votes.

Title of Class of
Common Stock Stockholder Name

Number
of Shares
Owned(1)

Percent of
Outstanding
Shares In
Class(2)

Number of Shares of
Common Stock Into
Which Class B Shares
will be Converted(3)

B John Riccitiello(4) 50,000 25.0 50
B Lawrence F. Probst III 25,000 12.5 25
B Don A. Mattrick 25,000 12.5 25
B Bruce McMillan 20,000 10.0 20
B V. Paul Lee 15,000   7.5 15
B J. Russell (Rusty) Rueff, Jr. 15,000   7.5 15
B Nancy L. Smith 10,000   5.0 10
B M. Richard Asher           0     *   0
B Timothy Mott           0     *   0
B William J. Byron           0     *   0
B Gary M. Kusin           0     *   0
B Leonard S. Coleman, Jr.           0     *   0
B Warren C. Jenson           0     *   0
B Linda J. Srere           0     *   0
B Robert W. Pittman           0     *   0
B Gregory B. Maffei           0     *   0
B All executive officers and

Directors as a group
(20 persons)(5) 160,000 80.0 160

* Less than 1%

(1) No Director or executive officer holds any options to acquire shares of Class B common stock. Unless otherwise
indicated in the footnotes, includes shares for which the named person has sole voting and investment power or has
shared voting and investment power with his or her spouse.

(2) Based on 200,130 shares of Class B common stock outstanding as of June 1, 2004 (excludes 34,000,000 shares held by
EA as its retained interest in the Class B common stock, which shares are not counted as outstanding for voting
purposes).
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(3) If stockholders approve the proposal to consolidate our Class A common stock and Class B common stock into a single
class of common stock, each outstanding share of Class B common stock will be converted into the right to receive
0.001 shares of common stock. Any fractional shares will be paid in cash.

(4) Mr. Riccitiello resigned from his position as President and Chief Operating Officer in April 2004, at which time he
ceased to be an executive officer of EA.

(5) Includes shares held by Mr. Riccitiello. No person who has served as an executive officer of EA since April 1, 2003,
other than those identified in the table above, owns shares of Class B common stock.
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STOCK PRICE PERFORMANCE GRAPH

STOCK PRICE PERFORMANCE GRAPH

The following graph shows a five-year comparison of cumulative total returns in the period from March 31, 1999 through
March 31, 2004, for the Company�s Class A common stock, Nasdaq Market Composite Index, the S & P 500 Index, the RDG
Technology Index and the S & P Application Software Index, each of which assumes an initial value of $100.

The comparisons in the graph below are based on historical data and are not intended to forecast the possible future
performance of EA�s Class A common stock.

STOCK PRICE PERFORMANCE GRAPH

Information presented is as of the end of each fiscal year ended March 31st. This information shall not be deemed to be
�soliciting material� or to be �filed� with the Securities and Exchange Commission nor shall this information be incorporated by
reference into any future filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as
amended, except to the extent that EA specifically incorporates it by reference into a filing.

In July 2002, EA was added to the S&P 500 and the S&P GICS Application Software sub-industry index. We have included
both indices in the performance graph.
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SUMMARY COMPENSATION TABLE

COMPENSATION OF EXECUTIVE OFFICERS

This table shows compensation information for the Company�s Chief Executive Officer and the next four most highly
compensated executive officers for the last three fiscal years. We refer to all of these officers as the �Named Executive
Officers�.

Annual Compensation

Long-Term

Compensation

Name and Principal Position Year Salary(1) Bonus(2)
Other Annual
Compensation

Securities

Underlying
Options(#)(3)

All Other
Compensation(4)

Lawrence F. Probst III 2004 $ 672,759 $ 781,000      �     200,000 $       720
Chairman and Chief  2003 696,535(5) 1,100,000      �     800,000          810
Executive Officer 2002 611,023 985,000      �     700,000          810
Don A. Mattrick 2004 585,607 565,000      �     160,000            �
President, Worldwide 2003 606,551(5) 700,000      �     600,000            �
Studios 2002 507,660 614,000      �     650,000            �
John Riccitiello 2004 576,764 475,000      �     160,000          720
President and Chief 2003 598,030(5) 650,000      �     800,000          810
Operating Officer 2002 510,728 590,000      �     300,000          810
Warren C. Jenson 2004 522,087 450,000 71,667(6)    120,000 290,047(7)
Executive Vice President, 2003 375,775 404,000      �  1,200,000 661,285(8)
Chief Financial and
Administrative Officer
Bruce McMillan(9) 2004 472,709 371,000      �     140,000            �
Executive Vice President
Worldwide Studios

(1) Includes base salary earned during the fiscal year, pre-tax health care contributions, and, for U.S.-based officers,
deferred compensation for Section 125 Flexible Spending Account and Dependent Care Account (if elected) and
Section 401(k) Plan contributions and employer matching contributions.

(2) Represents bonuses earned during the fiscal year.

(3) Represents options to purchase shares of Class A common stock.

(4)
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For all named executive officers other than Mr. Jenson, represents EA-paid term life insurance premiums for the benefit
of executive officers residing in the U.S.

(5) Includes $46,731 paid in fiscal 2003 in connection with a retroactive salary increase covering the period from October
2000 through April 2002.

(6) Represents tax �gross-up� paid to Mr. Jenson in connection with taxable relocation-related expenses, as discussed in
footnote 7 below.

(7) Includes $148,800 imputed interest income on an interest-free loan from EA (see �Certain Transactions� below), $36,000
temporary housing, $104,527 relocation expenses, and $720 paid term life insurance premiums.

(8) Prior to joining the Company in fiscal 2003, Mr. Jenson received a $500,000 bonus as incentive to accept employment
with EA. The amount above also represents $66,633 imputed interest income on a loan from EA (see �Certain
Transactions� below), $60,533 temporary housing, $33,309 relocation expenses and $810 paid term life insurance
premiums.

(9) Mr. McMillan became an executive officer of EA in May 2003.
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STOCK OPTION GRANTS

This table shows stock options granted to the Named Executive Officers during the last fiscal year. In accordance with the
rules of the Securities and Exchange Commission, the table sets forth the hypothetical gains that would exist for the options
at the end of their respective 10 year terms. This hypothetical gain is based on assumed annualized rates of compound stock
price appreciation of 5% and 10% from the dates the options were granted to the end of their respective ten year option
terms. Actual gains, if any, on option exercises are dependent on the future performance of EA�s common stock. The
hypothetical gains shown in this table are not intended to forecast possible future appreciation, if any, of the stock price.

OPTIONS GRANTED IN FISCAL 2004

Number of
Securities
Underlying
Options
Granted

Percent
of Total
Options

Granted to
Employees
in FY2004(1)

Exercise
Price

Per Share(2)
Expiration

Date

Potential Realized Value at
Assumed Annual Rates of
Stock Price Appreciation

for

Option Term

5% 10%
Lawrence F. Probst III
Class A Common Stock 200,000 2.19 $48.785 10/24/13 $6,136,125 $15,550,145
Don A. Mattrick
Class A Common Stock 160,000 1.75 $48.785 10/24/13 $4,908,900 $12,440,116
John Riccitiello
Class A Common Stock 160,000 1.75 $48.785 10/24/13 $4,908,900 $12,440,116
Warren C. Jenson
Class A Common Stock 120,000 1.31 $48.785 10/24/13 $3,681,675 $  9,330,087
Bruce McMillan
Class A Common Stock 140,000 1.53 $48.785 10/24/13 $4,295,287 $10,885,102

(1) We granted options to purchase 9,131,473 shares of Class A common stock to employees in fiscal 2004.

(2) The exercise price is equal to the fair market value on the date of grant. Options will first vest and become exercisable
as to 24% of the shares granted 12 months from date of grant and will then vest in 2% increments on the first calendar
day of each month thereafter for 38 months.

All option grants listed above were made pursuant to EA�s 2000 Equity Incentive Plan. The material terms regarding the
exercise price of options, vesting, change of control, and prohibitions on �repricing� are summarized in Appendix A to this
Proxy Statement.
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OPTIONS EXERCISED

This table shows stock option exercises and the number and value of unexercised stock options held by the Named Executive
Officers during the last fiscal year.

FISCAL 2004 AGGREGATED OPTION EXERCISES AND MARCH 31, 2004 OPTION VALUES

Number of

Shares

Acquired

on Exercise
Value

Realized(1)

Number of Securities

Underlying Unexercised

Options at March 31, 2004

Value of Unexercised

In-the-Money Options

at March 31, 2004(2)

Exercisable Unexercisable Exercisable Unexercisable

Lawrence F. Probst III
Class A Common Stock 660,000 $ 22,785,397 2,634,000 1,386,000 $ 97,887,737 $ 29,037,299
Don A. Mattrick
Class A Common Stock 410,000 $ 9,383,693 285,648 1,141,000 $ 7,038,395 $ 24,421,441
John Riccitiello
Class A Common Stock 286,400 $ 7,094,316 359,400 1,057,000 $ 9,277,149 $ 20,678,481
Warren C. Jenson
Class A Common Stock � � 252,000 1,068,000 $ 5,283,180 $ 20,234,220
Bruce McMillan
Class A Common Stock 308,978 $ 7,252,289 386,000 864,000 $ 9,901,516 $ 17,426,624

(1) This number is calculated by:

� Subtracting the option exercise price from the market value on the date of exercise to get the realized value per
share, and

� Multiplying the realized value per share by the number of shares underlying options exercised.

(2) This number is calculated by:

� Subtracting the option exercise price from $51.78 (the fair market value of EA�s common stock at the close of
business on the last trading day of fiscal year 2004, March 26, 2004) to get the value per share subject to option, and

�
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Multiplying the value per share subject to option by the number of shares underlying exercisable and unexercisable
options.
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EQUITY COMPENSATION PLAN INFORMATION

Class A Common Stock

We have five equity incentive plans (excluding plans assumed by EA in a merger) under which our Class A common stock is
or has been authorized for issuance to employees or Directors: the 1991 Stock Option Plan; Directors� Stock Option Plan;
1998 Directors� Stock Option Plan; 2000 Equity Incentive Plan; and the 2000 Employee Stock Purchase Plan. Each of these
plans has been approved by our stockholders.

We have also granted options in the past to certain individuals (not employees or Directors) under our Celebrity and Artist
Stock Option Plan. This plan has not been approved by the stockholders.

The following table gives aggregate information regarding grants under all of our equity incentive plans as of the end of
fiscal year 2004, including the 2000 Equity Incentive and 2000 Employee Stock Purchase Plans, which are proposed to be
amended at the 2004 Annual Meeting as described in �Proposals To Be Voted On� and Appendices A and B.

Plan Category (1)

Number of securities to be issued
upon exercise of outstanding
options, warrants and rights

Weighted-average exercise
price of outstanding options,
warrants and rights

Number of securities remaining
available for future issuance
under equity compensation plans
(excluding securities reflected
in Column A)

Equity compensation plans
approved by security holders(2) 42,730,344 $28.3045 8,906,435
Equity compensation plans not
approved by security holders(3)(4)      247,652 $11.1258   329,882
Total 42,977,996 9,236,317

(1) The table does not include information for equity incentive plans we assumed in a merger with Maxis in 1997.
As of March 31, 2004, under the Maxis Stock Option Plans assumed in the merger, a total of 565,487 shares of
Class A common stock were issuable upon exercise of outstanding options having a weighted average exercise
price of $23.69; 5,311 shares remain available for future issuance under the plans. A total of 7,104 shares of
Class A common stock were issuable upon exercise of option grants under the 1993 Maxis Plan having a
weighted average exercise price of $4.18. The 1993 Maxis Plan has expired and no further grants may be issued
under the plan. A total of 558,383 shares were issuable upon exercise of options under the 1995 Maxis Plan
having a weighted average exercise price of $23.69.

(2) As of March 31, 2004, under the 1991 Stock Option Plan a total of 9,553,838 shares of Class A common stock were
issuable upon exercise of outstanding options having a weighted average exercise price of $15.50; and under the
Directors� Stock Option Plan a total of 148,800 shares of Class A common stock were issuable upon exercise of
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outstanding options having a weighted average exercise price of $8.10. The 1991 and Directors� Stock Option Plans
have expired and no further grants may be made under these plans. As of March 31, 2004, under the 1998 Directors�
Stock Option Plan, a total of 749,950 shares of Class A common stock were issuable upon exercise of outstanding
options having a weighted average exercise price of $27.82. 11,556 shares remain available for future issuance under
the 1998 Directors� Plan. As of March 31, 2004, under the 2000 Equity Incentive Plan, a total of 32,278,256 shares of
Class A common stock were issuable upon exercise of outstanding options having a weighted average exercise price of
$32.42 and 8,323,490 shares remain available for future issuance. As of March 31, 2004, under the 2000 Employee
Stock Purchase Plan, a total of 571,389 shares remained available for future purchases by our employees.

(3) The Celebrity and Artist Stock Option Plan (�Artist Plan�) was adopted by our Board of Directors on July 22, 1994 and
has been amended on May 27, 1997, October 16, 1997, May 13, 1998, September 1, 1998, and July 29, 1999. The Artist
Plan was established as a plan to attract, retain and provide equity incentives to selected artists and celebrities associated
with EA and certain employees of companies providing services to EA and in which we hold a minority equity interest.
The terms regarding the exercise price of options, vesting, changes in capital structure, assumption of options and
acceleration of vesting, and prohibitions on �repricing� under the Artist Plan are substantially similar to the terms of the
Equity Incentive Plan, summarized on Appendix A to this proxy statement. As of March 31, 2004, under the Artist Plan,
a total of 247,652 shares of Class A common stock were issuable upon exercise of outstanding options having a
weighted average exercise price of $11.13, and 329,882 shares remained available for future issuance.

(4) The Artist Plan expires on July 22, 2004 and no further grants will be issued under it.
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Class B Common Stock

The following table provides information as of March 31, 2004 about our Class B common stock that may be issued upon the
exercise of options, warrants and rights under EA�s 2000 Class B Equity Incentive Plan which was approved by our
stockholders.

Plan Category

Number of Securities to be issued      
upon exercise of outstanding
options, warrants and rights

Weighted-average exercise
price of outstanding options,
warrants and rights

Number of Securities remaining
available for future issuance under
equity compensation plans (excluding
securities reflected in Column A)

Equity compensation plans
approved by security holders(1) 34,889(2) $9.10 0
Equity compensation plans not

approved by security holders          0        0 0
Total 34,889 $9.10 0

(1) EA�s 2000 Class B Equity Incentive Plan was adopted by the Board of Directors on January 27, 2000, approved by the
stockholders on March 22, 2000 and amended on February 6, 2002. On February 13, 2003 the Board amended the plan
to eliminate automatic grants to outside Directors and to reduce the number of shares reserved and available for grant to
zero. No further options or awards have been or shall be made pursuant to the 2000 Class B Equity Incentive Plan after
that date.

(2) On February 13, 2003 the Board resolved that it was in the best interests of the Company and the stockholders to
repurchase for cash all of the outstanding options to purchase shares of Class B common stock at a purchase price of
fifty cents ($0.50) per option share. As of May 15, 2004, options to purchase a total of 34,439 shares of Class B
common stock were outstanding under the 2000 Class B Equity Incentive Plan.

See also Note 13 to the Financial Statements included in EA�s Annual Report on Form 10-K for the period ended March 31,
2004 for additional information about these plans.

CHANGE OF CONTROL AGREEMENTS

EA currently has no employment contracts with any Named Executive Officer or severance arrangements with respect to
their resignation or termination of employment, except that outstanding options under the 2000 Equity Plan, including those
held by executive officers, may immediately vest in connection with certain changes in control or ownership of the
Company, unless the successor company assumes or replaces those options.
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The following is the Report of the Compensation Committee describing the compensation policies applicable to EA�s
executive officers. This information shall not be deemed to be �soliciting material� or to be �filed� with the Securities and
Exchange Commission nor shall this information be incorporated by reference into any future filing under the Securities Act
of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that EA specifically
incorporates it by reference into a filing.
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COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

Responsibilities and Composition of the Compensation Committee

During fiscal year 2004, the Compensation Committee consisted of Mr. Asher, Mr. Byron and Ms. Srere. None of these
members is a current or past employee of EA or any of its subsidiaries, nor are any of them eligible to participate in any of
the executive compensation programs of the Company except through automatic formulaic grants pursuant to either the 2000
Equity Incentive Plan or Directors� Plan. In addition, each meets the definition of �Outside Director� for the purposes of
administering the compensation programs to meet the tax deductibility criteria under Section 162(m) of the Internal Revenue
Code, and the definition of �independent director� under the rules of the Nasdaq National Market.

The Compensation Committee reviews and approves the compensation philosophy and policies for EA�s executives and
reviews the salaries, bonuses and stock incentives of each of the executive officers including the Chief Executive Officer.
The Compensation Committee also administers the Company�s equity compensation plans and the bonus plan for executive
officers and all significant or non-standard equity grants for other employees. In February 2003, the Board of Directors
adopted the Committee�s charter, which reflects these responsibilities and which provides that all members must be
independent as defined in the applicable regulations and listing standards.

Compensation Philosophy and Challenges

EA�s compensation philosophy to attract and retain the best executive talent relies on two basic principles. First, a significant
portion of each executive�s compensation should be in the form of equity to align the executive�s interests with those of EA�s
stockholders. Second, a significant portion of each executive�s cash compensation should be performance-based and �at risk� �
varying from year to year depending on EA�s financial and operational performance and on the individual meeting financial
and other performance measures. For fiscal year 2004 the incentive plan payouts reflect the Company�s financial
performance. The Committee and the Company remain committed to this �pay for performance� philosophy which ensures that
executive cash compensation will mirror the Company�s and the executive�s performance.

In the last fiscal year, notwithstanding the continued sluggishness of the economy generally, competitive recruiting efforts
aimed at EA�s executives continued. EA�s leading and growing position within the entertainment industry makes it a prime
target for recruiting of executives and key creative talent to assist in the consolidation and talent demands that the interactive
entertainment industry is experiencing.

The Company also continues to recruit for key talent and executives. Competition in attracting and retaining talent comes
primarily from three broad industry segments: entertainment, high technology and consumer packaged goods. EA has
continued to build its senior management team and has been successful in attracting talent from the entertainment software
industry and other market segments to add management depth and experience to the organization. The Company continues to
look at creative new methods using its compensation programs to successfully recruit new talent into the organization while
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maintaining parity with compensation of current key executives. Just as important as recruiting new talent and executives
into the organization is the internal development and retention of key talent and executives. As EA grows it will, like all
organizations, have normal turnover within its executive ranks, such as the changes experienced this past year when two key
executives (the Company�s President in charge of Publishing, and its General Counsel) left the Company. To address these
departures, EA has been able to both promote and expand roles from within its existing ranks to fill parts of their
responsibilities. The Company will also take this opportunity to bring new executive talent to the organization.
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Data Considered and Process Used

In fiscal 2004, EA�s Human Resources Department gathered executive compensation data from nationally recognized surveys
for the industries mentioned above and provided this data to the Compensation Committee. The data was compiled from
numerous companies with median sales and growth approximately equal to those of EA. The factors used to determine the
participants in the survey included annual revenues, industry growth rate and geography. Companies included in this data
were from high technology (primarily software developers), entertainment and selected packaged goods companies as
reference points. The companies in the compensation survey overlap considerably with the companies contained in the RDG
Technology Composite index. Additional companies included in the survey group were judged to be relevant because they
compete for executive talent with EA. Other companies were excluded from the survey either because they were determined
not to be competitive with EA for executive talent, or because compensation information was unavailable.

EA�s executive level positions, including the CEO, were matched to comparable survey positions and competitive market
compensation levels to determine base salary ranges, target incentives and target total cash compensation. EA�s Human
Resources Department participated in comprehensive surveys such as the IQuantic Equity Practices Survey for the High
Technology Industry to assist in determining appropriate equity level compensation.

This competitive market data was reviewed by the Human Resources Department with the CEO for each benchmark
executive level position, and with the Compensation Committee for the CEO and other key executives. In addition, each
executive officer�s performance for the last fiscal year and objectives for the subsequent year are reviewed in written form.
The Compensation Committee also considers each executive�s responsibility level and EA�s fiscal performance compared to
objectives and potential performance targets for the subsequent year.

Executive Compensation

The Compensation Committee awards executive compensation in three components: base salary, cash incentive bonus and
equity incentives. Historically, the Committee has generally reviewed and, if appropriate, adjusted executive compensation
in October of each year. Beginning with the Company�s current fiscal year, in order to better align with EA�s fiscal year
planning and performance, the Committee will be moving its annual executive compensation review to February.

Base Salary. For fiscal 2004, executive officers� base salaries were within the approximate third quartile of salary levels in
effect for comparable positions with survey companies. In addition, the Compensation Committee considered each
executive�s performance over the last year as reported by the CEO and the Executive Vice President of Human Resources, as
well as each executive�s responsibility level. In fiscal 2004, those eligible executives received an annual merit increase to
their base salary during the Committee�s October 2003 compensation review, including the Named Executive Officers. The
increases in �Salary� noted in the Summary Compensation Table above reflect increased contributions to our 401(k) Plan as a
result of EA�s performance, and the effect of increases granted in the normal course in the Committee�s October 2003
compensation review.
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Incentive Bonus. Our annual incentive Bonus Plan remained the same for fiscal 2004. The Committee assigned a target
bonus to each executive officer (expressed as a percentage of that executive�s base salary), determined which portions of each
executive�s target bonus are dependent on EA�s financial performance and individual achievements and approved the overall
mechanics and structure of the Bonus Plan.

Stock Options. In October 2003 the Committee made Class A stock option grants to certain executive officers including
the CEO. See �Options Granted in Fiscal 2004� above. Stock options typically have been granted to executive officers when
the executive first joins EA, in connection with a significant change in
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responsibilities, annually to provide incentives for continued performance and retention of employment and occasionally, to
achieve equity within a peer group. The number of shares subject to each stock option granted to an executive officer was
calculated to achieve a future value in unvested options equal to a multiple of each executive�s annual base salary assuming
both growth and stock appreciation. All grants were made at fair market value on the date of grant and vest as described in
the �Options Granted in Fiscal 2004� above. The Company and the Committee continue to believe in the use of stock options
as the best form of equity compensation to achieve the Company�s goals of attracting the best talent to EA, retaining its
high-performing team and providing an incentive for its executives to perform at their highest levels. The Committee and the
Company also continue to believe that stock options reward executives in a manner consistent with the value that is created
for the Company�s stockholders when the Company achieves its goals, and that performance is reflected in the growth of the
Company�s share price. Like other companies that see the same value in the use of stock options as a key component of
executive compensation, the Committee and the Company are looking closely at the amount of options granted annually and
preparing for the potential of stock option expensing.

Executive Ownership Requirements. This past year the Board of Directors also implemented EA stock ownership
requirements for all executive officers. These ownership requirements are established as multiples of the executive�s base pay
and are dependent on the executive�s level within the organization. The Committee believes these ownership guidelines
further align the interests of EA�s stockholders and executives.

Other. In June of 2002, EA hired Warren Jenson as our Chief Financial Officer. As part of its efforts to recruit Mr. Jenson,
EA offered to loan him $4 million, to be forgiven over four years based on his continued employment. (See �Certain
Transactions� below.) This offer and the associated loan were made prior to enactment of the Sarbanes-Oxley Act of 2002 and
the prohibition on loans to executive officers. However, the Committee did review this proposed arrangement in light of the
then-current environment and sensitivity to transactions with management and determined the environment for recruiting
highly regarded and talented chief financial officers was, and has been, intensely competitive, and the Committee believed
that a competitive compensation offer tied to continuing service was significantly more beneficial to the Company than
unrestricted cash payments. The first portion of Mr. Jenson�s loan forgiveness will occur in June of 2004 upon his two-year
service anniversary with the Company.

Fiscal 2004 CEO Compensation

Compensation for the CEO is determined through a process similar to that discussed above for executive officers in general.

The Compensation Committee increased the base salary for Mr. Probst in fiscal 2004 by 3.85% to $675,000 per annum. Mr.
Probst received a cash performance incentive bonus of $781,000 tied to the Company exceeding its fiscal 2004 financial
performance objectives. Mr. Probst�s total cash compensation in fiscal 2004 decreased by 19.1% from the prior fiscal year.

In October 2003, the Committee approved a new stock option grant to Mr. Probst for 200,000 shares of Class A common
stock based upon the retention and incentive factors discussed above and taking into account prior option grant history, the
level of vested versus unvested shares and the number of shares Mr. Probst already owned as of October 2003. The grant of
200,000 shares will first vest and become exercisable 12 months from vest start date (24%), and will then vest 2% on the first
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calendar day of each month thereafter for 38 months. This grant reflects the Committee�s continuing policy to subject a
substantial portion of his overall compensation each year to the market performance of the Company�s common stock and to
maintain his option holdings at a level consistent with that for other chief executive officers of the survey companies.
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Equity Compensation Analysis

As mentioned above, during the fiscal year, the Company and the Committee reviewed the merits of a variety of alternative
equity-based compensation approaches and evaluated its approach of relying on stock options for employees and executive
officers. While the 2000 Equity Plan permits issuance of restricted stock, and if proposal number 2 is approved will also
expressly permit the issuance of restricted stock units, the Committee expects stock options to continue to be EA�s primary
form of equity incentive. While EA may make limited use of restricted stock and (potentially) restricted stock units in the
future, the Committee continues to believe that stock options and their high-potential risks and rewards have been vital to our
growth, provide the strongest incentive for employee performance in a growth company, and best meet the Company�s
philosophy of aligning employee compensation with stockholder value.

Tax Law Limits on Executive Compensation

Section 162(m) of the Internal Revenue Code limits deductions for executive compensation in excess of $1 million except
for certain compensation which qualifies for a performance-based exception. Certain types of compensation in excess of $1
million are deductible by the Company if performance criteria are specified in detail and are contingent on stockholder
approval of the compensation arrangement. The Company and the Committee have endeavored to structure executive
compensation plans to achieve maximum deductibility under Section 162(m) with minimal sacrifices of flexibility and
corporate objectives.

With respect to equity compensation arrangements, the Committee has structured its current stock option arrangements in a
manner intended to achieve tax deductibility of such amounts. With respect to non-equity compensation arrangements, the
Committee has reviewed the terms of those arrangements most likely to be subject to Section 162(m).

Cash compensation in fiscal 2004 for Mr. Probst, Mr. Mattrick, Mr. Jenson and Mr. Riccitiello slightly exceeded the Section
162(m) threshold. Although the excess will reduce the tax deduction available to EA, that reduction will not be significant
and the Committee believes that such payments were consistent with EA�s �pay for performance� compensation philosophy.

While the Compensation Committee will continue to consider deductibility under Section 162(m) with respect to future
compensation arrangements with executive officers, deductibility will not be the only factor used in ascertaining appropriate
levels or modes of compensation. Since corporate objectives may not always be consistent with the requirements for full
deductibility, it is possible that the Committee may, if consistent with EA�s �pay for performance� philosophy described above,
enter into compensation arrangements in the future under which payments are not fully deductible under Section 162(m).

COMPENSATION COMMITTEE
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M. Richard Asher (Chairman)

William J. Byron

Linda J. Srere
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

The following Report of the Audit Committee shall not be deemed to be �soliciting material� or to be �filed� with the Securities
and Exchange Commission nor shall this information be incorporated by reference into any future filing under the Securities
Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that EA specifically
incorporates it by reference into a filing.

REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

The Audit Committee of the Board of Directors is comprised of three non-employee Directors, each of whom in the opinion
of the Board of Directors meets the current independence requirements and financial literacy standards of the Nasdaq
Marketplace rules. In addition, in the opinion of the Board of Directors, Mr. Maffei meets the criteria for a �financial expert�
under Nasdaq Marketplace rules as well as the above-mentioned independence requirements.

The Audit Committee operates under a written charter which was most recently amended in February 2003 in order to
comply with the requirements of the Sarbanes-Oxley Act of 2002, regulations adopted by the SEC and related Nasdaq
Marketplace rules concerning audit committee membership and responsibilities.

Primary responsibility for the preparation, presentation and integrity of the Company�s financial statements lies with
management. EA�s independent auditors are responsible for performing an independent audit of the financial statements in
accordance with generally accepted auditing standards and expressing an opinion as to the conformity of the financial
statements with generally accepted accounting principles. The function of the Audit Committee is to assist the Board of
Directors in its oversight responsibilities relating to EA�s accounting policies, internal controls and financial reporting. The
Audit Committee reviews EA�s quarterly and annual financial statements prior to submission to the Securities and Exchange
Commission (�SEC�); reviews quarterly financial statements prior to earnings releases; reviews and evaluates the performance
of EA�s internal audit department; reviews and evaluates the performance of EA�s independent accountants; consults with the
independent accountants and EA�s internal audit department regarding internal controls and accuracy of the Company�s
financial statements; recommends to the Board of Directors the selection of the independent accountants; and assesses the
independence of the independent accountants.

In this context, the Audit Committee has met and held discussions with management and the independent auditors.
Management represented to the Audit Committee that the Company�s consolidated financial statements were prepared in
accordance with accounting principles generally accepted in the United States, and the Audit Committee has reviewed and
discussed the consolidated financial statements with management and the independent auditors. The Committee discussed
with the independent auditors matters required to be discussed by Statement on Auditing Standards No. 61 (Communications
with Audit Committees), as amended, including the quality and acceptability of the Company�s financial reporting process
and controls. The Committee has also discussed with the Company�s independent auditors the overall scope and plans for
their annual audit.

In addition, the Committee has discussed with the independent auditors the auditors� independence from the Company and its
management, including the matters in the written disclosures required by the Independence Standards Board Standard No. 1
(Independence Discussions with Audit Committees) and also considered whether the provision of any non-audit services (as
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described in the Company�s 2004 proxy statement under �Proposal No. 6. Ratification of the Appointment of KPMG LLP,
Independent Auditors�Fees of Independent Auditors�) and the employment of former KPMG LLP employees by the
Company is compatible with maintaining the independence of KPMG LLP.

The members of the Audit Committee are not engaged in the practice of auditing or accounting. In performing all of its
functions, the Audit Committee necessarily relies on

� 47 �

Edgar Filing: NeuroMetrix, Inc. - Form 10-Q

Table of Contents 70



Table of Contents

OTHER INFORMATION

the work and assurances of the Company�s management and independent auditors, which, in their report, express an opinion
on the conformity of the Company�s annual financial statements to accounting principles generally accepted in the United
States. In reliance on the reviews and discussions referred to in this report and in light of its role and responsibilities, the
Committee recommended to the Board of Directors that the audited financial statements of the Company for the three years
ended March 31, 2004 be included for filing with the SEC in the Company�s Annual Report on Form 10-K for the year ended
March 31, 2004. The Committee has also approved the selection of KPMG LLP as the Company�s independent auditors for
fiscal 2005.

The Audit Committee�s oversight function thus does not duplicate the activities of management or the independent
accountants and does not provide an independent verification that management has employed appropriate accounting and
financial reporting principles, or that appropriate procedures to ensure compliance with accounting standards and laws and
regulations, or that the financial statements have been presented in accordance with generally accepted accounting principles,
or that EA�s auditors are in fact �independent�.

AUDIT COMMITTEE

M. Richard Asher

Gary M. Kusin

Gregory B. Maffei (Chairman)

OTHER INFORMATION

CERTAIN TRANSACTIONS

Indebtedness of Management

On June 24, 2002, we agreed to loan Warren Jenson $4,000,000, to be forgiven over four years based on his continuing
employment. Two million dollars of the note will be forgiven after two years employment (at which time we will provide
Mr. Jenson the funds required to offset the tax implications of the forgiveness), and the remainder forgiven after four years.
No additional funds will be provided to offset the tax implications of the forgiveness of the second two million dollars. The
loan does not bear interest. The entire balance of the loan was outstanding as of May 15, 2004.
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In April 2002, we agreed to pay certain taxes incurred by Bruce McMillan, Executive Vice President, Group Studio Head of
EA Canada, arising from his temporary employment with us in the United Kingdom. Mr. McMillan agreed to reimburse us
for those payments upon receipt of his corresponding tax refund from the Canadian taxing authorities. We subsequently paid
approximately $168,704 and $32,931 in October 2002 and April 2003, respectively, to the UK Inland Revenue for taxes
incurred by Mr. McMillan. In May 2003, Mr. McMillan became an executive officer of Electronic Arts. As of January 22,
2004, Mr. McMillan had repaid us the entire amount of the tax payments we made on his behalf.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

EA�s Compensation Committee is composed of M. Richard Asher, William J. Byron, and Linda J. Srere, none of whom is an
employee or current or former officer of EA. No EA officer serves or has served since the beginning of fiscal 2004 as a
member of the board of directors or the compensation committee of a company at which a member of EA�s Compensation
Committee is an employee or officer. Timothy J. Mott, an EA Director, has served as Chairman of All Covered Inc. since
June 2000, and served as its Chief Executive Officer from November 2001 until February 2004. Rusty Rueff, EA�s
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Executive Vice President, Human Resources and Facilities, serves on the Board of Directors of All Covered and was a
member of its compensation committee until May 2004.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires EA�s Directors and executive officers, and persons who own
more than ten percent of a registered class of EA�s equity securities, to file reports of ownership and changes in ownership of
common stock and other equity securities of EA. We have adopted procedures to assist EA�s Directors and officers in
complying with these requirements, which include assisting officers and Directors in preparing forms for filing.

To EA�s knowledge, based solely upon review of such reports furnished to us and written representations that no other reports
were required, we believe that during the fiscal year ended March 31, 2004, all Section 16(a) filing requirements applicable
to our officers, Directors and greater than ten percent stockholders were complied with on a timely basis.

STOCKHOLDER PROPOSALS FOR 2005 ANNUAL MEETING

If you want us to consider a proposal to be included in our 2005 proxy statement and proxy card, you must deliver it to the
Company�s Corporate Secretary at our principal executive office no later than February 28, 2005. Unless a stockholder who
wishes to bring a matter before the stockholders at the Company�s 2005 Annual Meeting of Stockholders notifies the
Company of such matters before May 14, 2005, management will have the discretionary authority to vote all shares for
which it has proxies against such matter.

HOUSEHOLDING OF PROXY MATERIALS

The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery requirements for
proxy statements and annual reports with respect to two or more stockholders sharing the same address by delivering a single
proxy statement addressed to those stockholders. This process, which is commonly referred to as �householding�, potentially
means extra convenience for stockholders and cost savings for companies.

This year a number of brokers with account holders who are EA stockholders will be �householding� our proxy materials. A
single proxy statement will be delivered to multiple stockholders sharing an address unless contrary instructions have been
received from the affected stockholders. Once you have received notice from your broker that they will be �householding�
communications to your address, �householding� will continue until you are notified otherwise or until you revoke your
consent. If, at any time, you no longer wish to participate in �householding� and would prefer to receive a separate proxy
statement and annual report, please notify your broker, direct your written request to our Corporate Secretary at our principal

Edgar Filing: NeuroMetrix, Inc. - Form 10-Q

Table of Contents 73



executive office, or contact our Corporate Secretary at (650) 628-1500. Stockholders who currently receive multiple copies
of the proxy statement at their address and would like to request �householding� of their communications should contact their
broker.

OTHER BUSINESS

The Board does not know of any other matter that will be presented for consideration at the meeting except as specified in
the notice of the meeting. If any other matter does properly come before the Annual Meeting, it is intended that the proxies
will be voted in respect thereof in accordance with the judgment of the persons voting the proxies.

By Order of the Board of Directors,

STEPHEN G. BENÉ

Vice President, Acting General Counsel

and Secretary
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APPENDIX A�GENERAL DESCRIPTION OF THE 2000 EQUITY INCENTIVE PLAN

REQUESTS TO THE COMPANY

The Company will provide without charge, to each person to whom a proxy statement is delivered, upon request of such
person and by first class mail within one (1) business day of receipt of such request, a copy of the 2000 Equity Incentive Plan
and 2000 Employee Stock Purchase Plan requested. Any such request should be directed as follows: Stock Administration
Department, Electronic Arts Inc., 209 Redwood Shores Parkway, Redwood City, California 94065 � telephone number (650)
628-1500.

Appendix A

GENERAL DESCRIPTION OF THE 2000 EQUITY INCENTIVE PLAN

History

The Company�s 2000 Equity Incentive Plan was adopted by our Board of Directors on January 27, 2000 and approved by our
stockholders on March 22, 2000. The 2000 Equity Plan was amended by our stockholders on July 31, 2003, August 1, 2002
and August 1, 2001. In February 2002, our Board of Directors amended the 2000 Equity Plan to prohibit the reduction of the
exercise price of outstanding options issued under the 2000 Equity Plan without stockholder approval. In April 2001, the
Board approved an Addendum to the 2000 Equity Plan applicable to grants of options to employees who are residents of the
United Kingdom.

Shares Subject to the 2000 Equity Plan

The stock subject to issuance under the 2000 Equity Plan consists of shares of the Company�s authorized but unissued
common stock. The 2000 Equity Plan, as amended to date, authorizes the issuance of up to 46,400,000 shares of common
stock pursuant to awards of stock options and restricted stock under such plan. In addition, shares are again available for
grant and issuance under the 2000 Equity Plan that (a) were subject to an option granted under the 2000 Equity Plan that
terminated, to the extent then unexercised, (b) were subject to an award granted pursuant to a restricted stock purchase
agreement under the 2000 Equity Plan that is subsequently forfeited or repurchased by us at the original issue price, if any, or
(c) are subject to an award granted pursuant to a restricted stock purchase agreement under the 2000 Equity Plan that
otherwise terminates without shares being issued.

As proposed to be amended, shares subject to an award granted pursuant to a restricted stock unit agreement of restricted
stock units which are subsequently forfeited or terminated without stock being issued will also be available for grant and
issuance under the 2000 Equity Plan.
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The number of shares issuable under the 2000 Equity Plan, and under outstanding options and restricted stock awards, is
subject to proportional adjustment to reflect stock splits, stock dividends and other similar events.

Limitation on Number of Shares Subject to Restricted Stock Awards and Restricted Stock Unit Awards.

As proposed to be amended, the number of shares of common stock that may be issued pursuant to awards of restricted stock
and restricted stock units may not exceed 3,000,000 in the aggregate.

Eligibility

The 2000 Equity Plan provides for the issuance of incentive stock options, nonqualified stock options and restricted stock
awards. The 2000 Equity Plan provides that employees (including officers and Directors who are also employees) of
Electronic Arts or any parent or subsidiary of Electronic Arts may receive incentive stock options under the 2000 Equity
Plan. Nonqualified stock options and restricted stock awards may be granted to employees and Directors of Electronic Arts
or any parent or subsidiary of Electronic Arts. As of June 1, 2004, approximately 4,700 persons were in the class of persons
eligible to participate in the 2000 Equity Plan. No person is eligible to receive more than 1,400,000 shares of common stock
(of which no more than 400,000 shares may be covered by awards of restricted stock) in any calendar year other than new
employees who will be eligible to receive up to 2,800,000 shares of common stock (of which no more than 800,000 shares
may be covered by awards of restricted stock) in the calendar year in which they commence employment. No awards of
restricted stock have
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been made to date under the 2000 Equity Plan. A participant may hold more than one award granted under the 2000 Equity
Plan.

As proposed to be amended, the 2000 Equity Plan would also expressly authorize issuance of restricted stock units to
employees of Electronic Arts or any parent or subsidiary of Electronic Arts, subject to the numerical limits set forth above.

Administration

The 2000 Equity Plan is administered by our Compensation Committee. All of the members of the Compensation Committee
are �non-employee� and �independent directors� under applicable federal securities laws and the Nasdaq listing requirements and
�outside directors� as defined under applicable federal tax laws. The Compensation Committee has the authority to construe
and interpret the 2000 Equity Plan, grant awards and make all other determinations necessary or advisable for the
administration of the plan. The members of the Compensation Committee receive no compensation for administering the
2000 Equity Plan other than their compensation for being Board and Committee members. The Company bears all expenses
in connection with administration of the 2000 Equity Plan and has agreed to indemnify members of the Compensation
Committee in connection with their administration of the 2000 Equity Plan. The Compensation Committee may delegate one
or more officers of the Company the authority to grant Awards under the 2000 Equity Plan to participants who are not
executives of the Company. Except as members of the Board of Directors and its Committees, members of the Compensation
Committee have no material relationships with the Company, its employees or its affiliates.

Stock Options

Stock options granted under the 2000 Equity Plan may be either incentive stock options or nonqualified stock options.

Exercise Price; No Repricings

The Compensation Committee determines the exercise price of each option granted under the 2000 Equity Plan. The option
exercise price for each incentive stock option share must be no less than 100% of the �fair market value� (as defined in the
2000 Equity Plan) of a share of Class A common stock at the time the incentive stock option is granted. In the case of an
incentive stock option granted to a stockholder that owns more than 10% of the total combined voting power of all classes of
stock of Electronic Arts or any parent or subsidiary of Electronic Arts (a �Ten Percent Stockholder�), the exercise price for
each such incentive stock option share must be no less than 110% of the fair market value of a share of Class A common
stock at the time the incentive stock option is granted. As proposed to be amended, under the 2000 Equity Plan, the option
exercise price for each nonqualified stock option share must be no less than 100% of the fair market value of a share of Class
A common stock at the time of grant. Pursuant to an amendment to the 2000 Equity Plan approved by the Board of Directors
in February 2002, the exercise price of outstanding options issued under the 2000 Equity Plan may not be reduced without
stockholder approval.
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The exercise price of options granted under the 2000 Equity Plan may be paid as approved by the Compensation Committee
at the time of grant: (1) in cash (by check); (2) by cancellation of indebtedness of the Company to the optionee; (3) by
surrender of shares of the Company�s common stock obtained by the optionee in the public market or owned by the optionee
for at least six months and having a fair market value on the date of surrender equal to the aggregate exercise price of the
option; (4) subject to applicable laws, by tender of a full recourse promissory note; (5) by waiver of compensation due to or
accrued by the optionee for services rendered; (6) subject to applicable laws by a �same-day sale� commitment from the
optionee and a National Association of Securities Dealers, Inc. (�NASD�) broker; (7) by a �margin� commitment from the
optionee and a NASD broker; or (8) by any combination of the foregoing.
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Outside Directors

Our non-employee Directors are entitled to receive automatic annual grants of options to purchase shares of our Class A
common stock under the 2000 Equity Plan. As originally adopted, each non-employee Director who first becomes a member
of the Board of Directors is granted an option to purchase 25,000 shares of Class A common stock. Upon re-election to our
Board of Directors following each annual meeting of our stockholders, each non-employee Director is automatically granted
an additional option to purchase 8,000 shares of Class A common stock. If a non-employee Director has not served on our
Board of Directors for a full year at the time of the annual meeting of our stockholders, such Director will receive a pro-rated
annual grant. This formula was identical to that included in the Director�s Plan under which Directors have been granted
options since 1998. This formulaic grant was automatically adjusted pursuant to the terms of the 2000 Equity Plan to reflect
the two-for-one stock splits of our Class A common stock which were distributed in the form of stock dividends effected in
September 2000 and November 2003. As adjusted, the 2000 Equity Plan currently provides for an initial nonqualified stock
option grant to purchase 100,000 shares and annual grants to purchase 32,000 shares upon re-election to the Board.

As proposed to be amended, the formula for Director grants would be adjusted to reduce the initial nonqualified stock option
grant to an option to purchase 25,000 shares and to set subsequent annual grants to options to purchase 10,000 shares upon
re-election to the Board.

Under the 2000 Equity Plan all options issued to outside Directors are exercisable as to 2% of the shares on the date of grant
and as to an additional 2% of the shares on the first day of each calendar month after the date of grant so long as the outside
Director continues as a member of the Board. As proposed to be amended, the vesting schedule for annual grants made to
Directors upon their re-election to the Board will be subject to the discretion of the Compensation Committee. No change to
the vesting schedule is proposed for the initial grant made upon a Director first joining the Board.

In the event of our dissolution or liquidation or a �change in control� transaction, options granted to our non-employee
Directors under the 2000 Equity Plan will become 100% vested and exercisable in full.

In addition, our non-employee Directors may elect to receive all or a portion of their cash compensation in shares of common
stock. Directors making this election are entitled to receive shares having a value equal to 110% of the amount of the cash
compensation foregone.

Restricted Stock Awards

The Compensation Committee may grant restricted stock awards either in addition to, or in tandem with, other awards under
the 2000 Equity Plan under such terms, conditions and restrictions as the Compensation Committee may determine. A
restricted stock award is an offer by Electronic Arts to award shares of common stock that are subject to restrictions
established by the Compensation Committee. These restrictions may be based upon completion by the award holder of a
specified number of years of service or by the attainment of certain performance goals established by the Compensation
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Committee including (a) net revenue and/or net revenue growth; (b) earnings before income taxes and amortization and/or
earnings before income taxes and amortization growth; (c) operating income and/or operating income growth; (d) net income
and/or net income growth; (e) earnings per share and/or earnings per share growth; (f) total stockholder return and/or total
stockholder return growth; (g) return on equity; (h) operating cash flow return on income; (i) adjusted operating cash flow
return on income; (j) economic value added; and (k) individual confidential business objectives. The purchase price, if any,
for each such award is determined by the Compensation Committee at the time of grant. In the case of an award to a Ten
Percent Stockholder, the purchase price must be 100% of fair market value. The purchase price, if any, may be paid for in
any of the forms of consideration listed in items (1) through (5) in �Stock Options� above, as are approved by the
Compensation Committee at the time of grant.

� 52 �

Edgar Filing: NeuroMetrix, Inc. - Form 10-Q

Table of Contents 80



Table of Contents

APPENDIX A�GENERAL DESCRIPTION OF THE 2000 EQUITY INCENTIVE PLAN

Restricted Stock Units

As proposed to be amended, the Compensation Committee will have the express authority to grant restricted stock unit
awards either in addition to, or in tandem with, other awards under the 2000 Equity Plan under such terms, conditions and
restrictions as the Compensation Committee may determine. A restricted stock unit award is similar to a restricted stock
award, except the stock is not delivered to the participant unless and until all restrictions have terminated.

Mergers, Consolidations, Change of Control

Except for automatic grants to non-employee Directors, in the event of a merger, consolidation, dissolution or liquidation of
Electronic Arts, the sale of substantially all of its assets or any other similar corporate transaction, the successor corporation
may assume, replace or substitute equivalent awards in exchange for those granted under the 2000 Equity Plan or provide
substantially similar consideration, shares or other property as was provided to our stockholders (after taking into account the
provisions of the awards). In the event that the successor corporation does not assume, replace or substitute awards, such
awards will accelerate and all options will become exercisable in full prior to the consummation of the transaction at the time
and upon the conditions as the Compensation Committee determines. Any options not exercised prior to the consummation
of the transaction will terminate.

Transferability

Incentive stock options granted under the 2000 Equity Plan are not transferable other than by means of a distribution upon
the optionee�s death. Nonqualified stock options and restricted stock awards are subject to similar restrictions on transfer
unless otherwise determined by the Compensation Committee and except that nonqualified stock options may be transferred
to family members and trusts or foundations controlled by, or primarily benefiting, family members.

Term of the 2000 Equity Plan

Unless terminated earlier as provided in the 2000 Equity Plan, the 2000 Equity Plan will expire ten (10) years from the date it
was adopted by the Board of Directors.

United States Federal Income Tax Information
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THE FOLLOWING IS A GENERAL SUMMARY AS OF THE DATE OF THIS PROXY STATEMENT OF THE
UNITED STATES FEDERAL INCOME TAX CONSEQUENCES TO THE COMPANY AND PARTICIPANTS UNDER
THE 2000 EQUITY PLAN. THE FEDERAL TAX LAWS MAY CHANGE AND THE FEDERAL, STATE AND LOCAL
TAX CONSEQUENCES FOR ANY PARTICIPANT WILL DEPEND UPON HIS OR HER INDIVIDUAL
CIRCUMSTANCES. ANY TAX EFFECTS THAT ACCRUE TO FOREIGN PARTICIPANTS AS A RESULT OF
PARTICIPATING IN THE INCENTIVE PLAN ARE GOVERNED BY THE TAX LAWS OF THE COUNTRIES IN
WHICH SUCH PARTICIPANT RESIDES. EACH PARTICIPANT WILL BE ENCOURAGED TO SEEK THE ADVICE
OF A QUALIFIED TAX ADVISOR REGARDING THE TAX CONSEQUENCES OF PARTICIPATION IN THE
INCENTIVE PLAN.

Incentive Stock Options

A participant will recognize no income upon grant of an incentive stock option and incur no tax on its exercise, unless the
participant is subject to the alternative minimum tax (�AMT�). If the participant holds shares acquired upon exercise of an
incentive stock option (the �ISO Shares�) for more than one year after the date the option was exercised and for more than two
years after the date the option was granted, the participant generally will realize capital gain or loss (rather than ordinary
income or loss) upon disposition of the ISO Shares. This gain or loss will be equal to the difference between the amount
realized upon such disposition and the amount paid for the ISO Shares. The rate of taxation that applies to capital gain
depends upon the amount of time the ISO Shares are held by the Participant.
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If the participant disposes of ISO Shares prior to the expiration of either required holding period (a �disqualifying
disposition�), the gain realized upon such disposition, up to the difference between the fair market value of the ISO Shares
on the date of exercise (or, if less, the amount realized on a sale of such shares) and the option exercise price, will be treated
as ordinary income. Any additional gain will be capital gain, taxed at a rate that depends upon the amount of time the ISO
Shares were held by the participant.

Alternative Minimum Tax

The difference between the option exercise price and the fair market value of the ISO Shares that are vested on the date of
exercise is an adjustment to income for purposes of the AMT. If a participant exercises an ISO before it has fully vested, the
participant may incur an AMT liability as the ISO Shares vest and the Company�s right to repurchase the ISO Shares at the
original issue price lapses, unless the participant makes a timely election under Code Section 83(b) (an �83(b) election�).
The AMT (imposed to the extent it exceeds the taxpayer�s regular income tax) is 26% of an individual taxpayer�s alternative
minimum taxable income (28% in the case of alternative minimum taxable income in excess of $175,000). Alternative
minimum taxable income is determined by adjusting regular taxable income for certain items, increasing that income by
certain tax preference items (including the difference between the fair market value of the ISO Shares on the date of exercise
and the exercise price) and reducing this amount by the applicable exemption amount ($45,000 in case of a joint return,
subject to reduction under certain circumstances). If a disqualifying disposition of the ISO Shares occurs in the same
calendar year as exercise of the ISO, there is no AMT adjustment with respect to those ISO Shares. Also, upon a sale of ISO
Shares that is not a disqualifying disposition, alternative minimum taxable income is reduced in the year of sale by the excess
of the fair market value of the ISO Shares at exercise over the amount paid for the ISO Shares.

Nonqualified Stock Options

A participant will not recognize any taxable income at the time a nonqualified stock option (�NQSO�) is granted. However,
upon exercise of an NQSO for vested shares, the participant must include in income as compensation an amount equal to the
difference between the fair market value of the shares on the date of exercise and the participant�s exercise price. The
included amount must be treated as ordinary income by the participant and may be subject to withholding by the Company
(either by payment in cash or withholding out of the participant�s salary). If a participant exercises an NQSO before it has
fully vested, the participant may incur a regular income liability as the shares vest and the Company�s right to repurchase the
shares at the original issue price lapses, unless the participant makes a timely 83(b) election. Upon resale of the shares by the
participant, any subsequent appreciation or depreciation in the value of the shares will be treated as capital gain or loss,
taxable at a rate that depends upon the length of time the shares were held by the participant.

Restricted Stock Awards

A participant who receives a restricted stock award will include the amount of the award in income as compensation at the
time that any forfeiture restrictions on the shares of stock lapse, unless the participant makes a timely 83(b) election. If the
participant does not timely make an 83(b) election, the participant will include in income the fair market value of the shares
of stock on the date that the restrictions lapse as to those shares, less any purchase price paid for such shares. The included

Edgar Filing: NeuroMetrix, Inc. - Form 10-Q

Table of Contents 83



amount may be treated as ordinary income by the participant and will be subject to withholding by the Company (either by
payment in cash or withholding out of the participant�s award).

If the participant makes a timely 83(b) election, the participant who receives a restricted stock award will include in income
as ordinary income, the fair market value of the shares of stock on the date of receipt of the award (determined without
regard to lapse restrictions), less any purchase price paid for such shares. The income may be subject to
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withholding by the Company (either by payment in cash or withholding out of the participant�s award). If the award is
subsequently forfeited, the participant will not receive any deduction for the amount treated as ordinary income.

Restricted Stock Units

Tax consequences to participants receiving restricted stock units are identical to those for awards of restricted stock, except
that for restricted stock units, the amount of the award will be included in income as compensation at the time restrictions
lapse, and the participant is entitled to receive the stock or cash.

Tax Treatment of the Company

The Company generally will be entitled to a deduction in connection with the exercise of a NQSO by a participant or the
receipt by the participant of restricted stock or restricted stock units to the extent that the participant recognizes ordinary
income and the Company properly reports such income to the Internal Revenue Service (the �IRS�). The Company will be
entitled to a deduction in connection with the disposition of ISO Shares only to the extent that the participant recognizes
ordinary income on a disqualifying disposition of the ISO Shares, provided that the Company properly reports such income
to the IRS.

ERISA

The 2000 Equity Plan is not subject to any of the provisions of the Employee Retirement Income Security Act of 1974 and is
not qualified under Section 401(a) of the Code.

Outstanding Options Under the 2000 Equity Plan

As of March 31, 2004, 5,798,254 shares had been issued pursuant to exercises of stock options under the 2000 Equity Plan
by award recipients, 4,623 persons held NQSOs under the 2000 Equity Plan to purchase an aggregate of 32,278,256 shares of
common stock, with a weighted average exercise price of $32.42 per share, and there were 8,323,490 shares of common
stock available for future awards under the 2000 Equity Plan. An aggregate of 46,400,000 shares of the Company�s
authorized common stock has been reserved for issuance under the 2000 Equity Plan.

Proposed Amendments to the 2000 Equity Plan
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At the Meeting, stockholders will be asked to approve amendments to the 2000 Equity Plan as follows:

� Increase the number of shares authorized and reserved for issuance under the 2000 Equity Plan by 11,000,000 shares to a
total of 55,400,000 shares;

� Expressly authorize the issuance of awards of restricted stock units in addition to awards of stock options and restricted
stock;

� Limit the total number of shares underlying awards of restricted stock and restricted stock units that may be granted
under the 2000 Equity Plan to 3 million;

� Provide that the exercise price of nonqualified stock options may not be less than 100% of the fair market value of a
share of Class A common stock on the date of grant;

� Reduce the automatic formula for stock option grants to each outside Director upon joining the Board from an option to
purchase 100,000 shares to an option to purchase 25,000 shares, and to amend the annual stock option grant to each
Director upon his or her re-election from an option to purchase 32,000 shares to an option to purchase 10,000 shares; and

� Remove the vesting provisions for the annual grants to outside Directors.
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Appendix B

GENERAL DESCRIPTION OF THE 2000 EMPLOYEE STOCK PURCHASE PLAN

2000 Employee Stock Purchase Plan as Amended

History. The 2000 Purchase Plan was adopted by the Board on May 25, 2000; approved by the Stockholders on July 27,
2000; was amended on February 13, 2003 to facilitate participation by employees of the Company moving to and from the
United States and other countries; was amended on June 26, 2003; and approved by the Stockholders on July 31, 2003. The
following discussion describes the terms of the 2000 Purchase Plan.

Purpose. The purpose of the 2000 Purchase Plan is to provide employees of the Company with a convenient means of
acquiring Class A common stock of the Company through payroll deductions, to enhance the employees� sense of
participation in the affairs of the Company and subsidiaries, and to provide an incentive for continued employment.

Administration. The 2000 Purchase Plan will be administered by the Board. The interpretation by the Compensation
Committee of the Board of any provision of the 2000 Purchase Plan is final and binding on all participating employees.

Eligibility. All employees of the Company (including Directors who are employees), or any parent or subsidiary, are
eligible to participate in the 2000 Purchase Plan except the following: (i) employees who are not employed by the Company
on the 15th day of the month before the beginning of an Offering Period (as defined below); (ii) employees who are
customarily employed for less than 20 hours per week; (iii) employees who are customarily employed for less than 5 months
in a calendar year; and (iv) employees who, pursuant to Section 424(d) of the Code, own or hold options to purchase or who,
as a result of participation in the 2000 Purchase Plan, would own stock or hold options to purchase stock possessing 5% or
more of the total combined voting power or value of all classes of stock of the Company or any parent or subsidiary. As of
June 1, 2004, the Company estimates that approximately 5,700 persons were eligible to participate in the 2000 Purchase
Plan.

Participation. Each offering of common stock under the 2000 Purchase Plan is for a period of one year (the �Offering
Period�). Offering Periods commence on the first business day of March and September of each year. The first day of each
Offering Period is the �Offering Date� for such Offering Period. An employee cannot participate simultaneously in more
than one Offering Period. Each Offering Period consists of two six-month purchase periods (each a �Purchase Period�)
commencing on the first business day of March and September. The last day of each Purchase Period is a �Purchase Date.�

Edgar Filing: NeuroMetrix, Inc. - Form 10-Q

Table of Contents 87



Employees may participate in the 2000 Purchase Plan during each pay period through payroll deductions. An employee sets
the rate of such payroll deductions, which may not be less than 2% nor more than 10% of the employee�s base salary, wages,
commissions, overtime, shift premiums and bonuses plus draws against commissions, unreduced by the amount by which the
employee�s salary is reduced pursuant to Sections 125 or 401(k) of the Code. Eligible employees may elect to participate in
any Offering Period by enrolling as provided under the terms of the 2000 Purchase Plan. Once enrolled, a participating
employee will automatically participate in each succeeding Offering Period unless such employee withdraws from the
Offering Period. After the rate of payroll deductions for an Offering Period has been set by an employee, that rate continues
to be effective for the remainder of the Offering Period (and for all subsequent Offering Periods in which the employee is
automatically enrolled) unless otherwise changed by the employee. The employee may increase or lower the rate of payroll
deductions for any subsequent Offering Period but may only lower the rate of payroll deductions during the current Purchase
Period. Not more than one change may be made effective during any one Purchase Period.
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In any given Purchase Period, no employee may purchase more than (a) twice the number of shares that could have been
purchased with the payroll deductions if the purchase price were determined by using 85% of the fair market value of a share
of the Company�s common stock on the Offering Date or (b) the maximum number of shares set by the Board. In addition, no
employee may purchase shares at a rate that, when aggregated with all other rights to purchase stock under all other
employee stock purchase plans of the Company, or any parent or subsidiary of the Company, exceeds $25,000 in fair market
value (determined on the Offering Date) for each year.

Purchase Price. The purchase price of shares that may be acquired in any Purchase Period under the 2000 Purchase Plan
is 85% of the lesser of (a) the fair market value of the shares on the Offering Date of the Offering Period in which the
participant is enrolled or (b) the fair market value of the shares on the Purchase Date. The fair market value of the Class A
common stock on a given date is the closing price of the Class A common stock on the immediately preceding business day
as quoted on the Nasdaq National Market. On June 1, 2004, the closing price of the Company�s common stock was $51.14.

Purchase of Stock. The number of whole shares an employee may purchase in any Purchase Period is determined by
dividing the total amount of payroll deductions withheld from the employee during the Purchase Period pursuant to the 2000
Purchase Plan by the price per share determined as described above, subject to the limitations described above. The purchase
takes place automatically on the last day of the Purchase Period.

Withdrawal. An employee may withdraw from any Offering Period at any time at least 15 days prior to the end of an
Offering Period. No further payroll deductions for the purchase of shares will be made for the succeeding Offering Period
unless the employee enrolls in the new Offering Period in the same manner as for initial participation in the Purchase Plan.

Termination of Employment. Termination of an employee�s employment for any reason, including retirement or death,
immediately cancels the employee�s participation in the 2000 Purchase Plan. In such event, the payroll deductions credited to
the employee�s account will be returned to such employee or, in case of death, to the employee�s legal representative.

Adjustment Upon Changes in Capitalization. The number of shares subject to any option, and the number of shares
issuable under the 2000 Purchase Plan, is subject to adjustment in the event of a recapitalization of the Company�s common
stock. In the event of a proposed dissolution or liquidation of the Company, the Offering Period will terminate and the Board
may, in its sole discretion, give participants the right to purchase shares that would not otherwise be purchasable until the last
day of the applicable Purchase Period.

Tax Treatment of the U.S. Employed Participant. Participating employees in the U.S. will not recognize income for
federal income tax purposes either upon enrollment in the 2000 Purchase Plan or upon the purchase of shares. All tax
consequences are deferred until a participating U.S. employee sells the shares, disposes of the shares by gift, or dies.

If shares are held for more than one year after the date of purchase and more than two years from the beginning of the
applicable Offering Period, or if the employee dies while owning the shares, the employee realizes ordinary income on a sale
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(or a disposition by way of gift or upon death) to the extent of the lesser of: (i) 15% of the fair market value of the shares at
the beginning of the Offering Period; or (ii) the actual gain (the amount by which the market value of the shares on the date
of sale, gift or death, exceeds the purchase price). All additional gain upon the sale of shares is treated as long-term capital
gain. If the shares are sold and the sale price is less than the purchase price, there is no ordinary income, and the employee
has a long-term capital loss for the difference between the sale price and the purchase price.
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If the shares are sold or are otherwise disposed of, including by way of gift (but not death, bequest or inheritance), within
either the one-year or the two-year holding periods described above (in any case a �disqualifying disposition�), the employee
will realize ordinary income at the time of sale or other disposition taxable to the extent that the fair market value of the
shares at the date of purchase was greater than the purchase price. This excess will constitute ordinary income in the year of
the sale or other disposition even if no gain is realized on the sale or if a gratuitous transfer is made. The difference, if any,
between the proceeds of sale and the fair market value of the shares at the date of purchase is a capital gain or loss. Capital
gains may be offset by capital losses, and up to $3,000 of capital losses in excess of capital gains may be offset annually
against ordinary income. Ordinary income recognized by an employee upon a disqualifying disposition constitutes taxable
compensation that will be reported on a W-2 form. The Company takes the position that any ordinary income recognized
upon a sale or other disposition is not subject to withholding.

Tax Treatment of the non-U.S. Employed Participant. For participants residing outside the U.S., the Company will
assess its requirements regarding tax, social insurance and other applicable taxes in connection with participation in the 2000
Purchase Plan. These requirements may change from time to time as laws or interpretations change.

Tax Treatment of the Company. The Company is entitled to a deduction in connection with the disposition of shares
acquired under the 2000 Purchase Plan only to the extent that the employee recognized ordinary income on a disqualifying
disposition of the shares. The Company treats any transfer of record ownership of shares, including transfer to a broker or
nominee or into �street name,� as a disposition, unless it is notified to the contrary. In order to enable the Company to learn of
disqualifying dispositions and ascertain the amount of the deductions to which it is entitled, employees are required to notify
the Company in writing of the date and terms of any disposition of shares purchased under the 2000 Purchase Plan.

Proposed amendment of the 2000 Employee Stock Purchase Plan. At the meeting, stockholders will be asked to
approve an amendment to the 2000 Employee Stock Purchase Plan to increase by 1,500,000 the number of shares of the
Company�s Class A common stock reserved for issuance under the Plan. None of these proposed shares have been granted or
issued on the basis of such proposed approval.
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Appendix C

AMENDED AND RESTATED CERTIFICATE OF INCORPORATION

OF ELECTRONIC ARTS INC.

Electronic Arts Inc., a Delaware corporation, hereby certifies that:

1. The name of the corporation is Electronic Arts Inc. The date of filing its original Certificate of Incorporation with the
Secretary of State was May 8, 1991.

2. This Amended and Restated Certificate of Incorporation of the corporation attached hereto as Exhibit �A�, which is
incorporated herein by this reference, and which restates, integrates and further amends the provisions of the Certificate of
Incorporation of this corporation as heretofore amended or supplemented, has been duly adopted by the corporation�s Board
of Directors and its stockholders in accordance with Sections 242 and 245 of the Delaware General Corporation Law.

IN WITNESS WHEREOF, said corporation has caused this Amended and Restated Certificate of Incorporation to be signed
by its duly authorized officer and the foregoing facts stated herein are true and correct.

Dated: ELECTRONIC ARTS INC.

By:

Name:

Title:
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EXHIBIT �A�

AMENDED AND RESTATED CERTIFICATE OF INCORPORATION

OF ELECTRONIC ARTS INC.

ARTICLE I

The name of the corporation is Electronic Arts Inc. (the �Company�).

ARTICLE II

The address of the registered office of the Company in the State of Delaware is 1209 Orange Street, in the City of
Wilmington, County of New Castle. The name of its registered agent at that address is The Company Trust Company.

ARTICLE III

The purpose of the Company is to engage in any lawful act or activity for which corporations may be organized under the
General Corporation Law of Delaware.

ARTICLE IV

The total number of shares of stock of all classes which the Company is authorized to issue is 1,010,000,000 shares,
consisting of 1,000,000,0001 shares of Common Stock, par value $0.01 per share (�Common Stock�), and 10,000,000 shares of
Preferred Stock, par value $0.01 per share. Effective upon the filing of this Amended and Restated Certificate of
Incorporation, each share of Class A Common Stock outstanding immediately prior thereto shall thereupon automatically be
re-classified as one share of Common Stock (and outstanding certificates that had theretofore represented shares of Class A
Common Stock shall thereupon represent an equivalent number of shares of Common Stock despite the absence of any
indication thereon to that effect). Effective upon the filing of this Amended and Restated Certificate of Incorporation, each
share of Class B Common Stock outstanding immediately prior thereto shall thereupon automatically be converted into 0.001
of a share of Common Stock (and outstanding certificates that had theretofore represented shares of Class B Common Stock
shall thereupon represent the number of shares of Common Stock they have been converted into despite the absence of any
indication thereon to that effect). No fractional share shall be issued in connection with the foregoing conversion of Class B
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Common Stock and all shares of Class B Common Stock so converted that are held by a stockholder will be aggregated and
combined subsequent to the foregoing conversion and the Company shall pay in cash the fair value of such fractional shares
remaining after such aggregation, as determined in good faith by the Company�s Board of Directors when those entitled to
receive such fractional shares are determined.

The Board of Directors is authorized, subject to any limitations prescribed by the law of the State of Delaware, to provide for
the issuance of Preferred Stock in one or more series, to establish from time to time the number of shares to be included in
each such series, to fix the designation, powers, preferences and rights of the shares of each such series and any
qualifications, limitations or restrictions thereof, and to increase or decrease the shares of any such series (but not below the
number of shares of such series then outstanding).

1 NOTE: In the event stockholders do not approve the proposal to increase the number of shares of authorized common
stock to 1,000,000,000, the first sentence of Article IV will be revised to read: �The total number of shares of stock of
all classes which the Company is authorized to issue is 410,000,000 shares, consisting of 400,000,000 shares of
Common Stock, par value $0.01 per share (�Common Stock�), and 10,000,000 shares of Preferred Stock, par
value $0.01 per share.�
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APPENDIX C�AMENDED AND RESTATED CERTIFICATE OF INCORPORATION OF ELECTRONIC ARTS INC.

ARTICLE V

The stockholders of the Company shall have the power to adopt, amend or repeal the Bylaws. The Board of Directors of the
Company shall also have the power to adopt, amend or repeal Bylaws of the Company, except insofar as Bylaws adopted by
the stockholders shall otherwise provide.

ARTICLE VI

Election of Directors need not be by written ballot unless a stockholder demands election by written ballot at a stockholder
meeting and before voting begins, or unless the Bylaws of the Company shall so provide.

ARTICLE VII

A Director of the Company shall not be personally liable to the Company or its stockholders for monetary damages for
breach of fiduciary duty as a Director, except for liability (i) for any breach of the Director�s duty of loyalty to the Company
or its stockholders, (ii) for acts or omissions not in good faith or which involve intentional misconduct or a knowing
violation of law, (iii) under Section 174 of the Delaware General Corporation Law or (iv) for any transactions from which
the Director derived an improper personal benefit.

If the Delaware General Corporation Law is hereafter amended to authorize the further elimination or limitation of the
liability of a Director, then the liability of a Director of the Company shall be eliminated or limited to the fullest extent
permitted by the Delaware General Corporation Law, as so amended.

Neither any amendment nor repeal of this Article VII, nor the adoption of any provision of this Certificate of Incorporation
inconsistent with this Article VII, shall eliminate, reduce or otherwise adversely affect any limitation on the personal liability
of a Director of the Company existing at the time of such amendment, repeal or adoption of an inconsistent provision.

ARTICLE VIII

Any action required or permitted to be taken by the stockholders of the Company must be taken at a duly called annual or
special meeting of such holders and may not be taken by consent in writing by such holders. Except as otherwise provided
for herein or required by law, special meetings of stockholders of the Company for any purpose or purposes may be called
only by the Chairman of the Board of Directors pursuant to a resolution stating the purpose or purposes thereof, and
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stockholders shall not have any power to call a special meeting.
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ELECTRONIC ARTS INC.

209 REDWOOD SHORES PARKWAY

REDWOOD CITY, CALIFORNIA 94065-1175

(650) 628-1500

WWW.EA.COM

NASDAQ STOCK SYMBOL: ERTS
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ELECTRONIC ARTS INC.

ANNUAL MEETING OF STOCKHOLDERS

July 29, 2004 2:00 p.m.

207 Redwood Shores Parkway Redwood City, CA 94065

ELECTRONIC ARTS INC.

PROXY FOR 2004 ANNUAL MEETING OF STOCKHOLDERS proxy

The undersigned stockholder of Electronic Arts Inc., a Delaware corporation (the �Company�), hereby appoints Lawrence F. Probst III and
Warren C. Jenson, and each of them, proxies and attorneys-in-fact, with full power of substitution to each, on behalf of and in the name of
the undersigned, to represent the undersigned at the 2004 Annual Meeting of Stockholders of the Company to be held at the Company
headquarters, 207 Redwood Shores Parkway, Redwood City, CA 94065 on July 29, 2004, at 2:00 p.m., and at any adjournment thereof, and
to vote all shares the undersigned would be entitled to vote if personally present at the meeting on the following matters listed on the reverse
side.

THIS PROXY WILL BE VOTED AS DIRECTED. IN THE ABSENCE OF DIRECTION, THIS PROXY WILL BE VOTED FOR THE
NINE NOMINEES FOR ELECTION AND FOR PROPOSALS 2, 3, 4, 5 AND 6. In their discretion, the proxy holders are authorized to
vote upon such other business as may properly come before the meeting or any adjournment thereof to the extent authorized by Rule
14a-4(c) promulgated by the Securities and Exchange Commission.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF THE COMPANY. WHETHER OR NOT YOU
PLAN TO ATTEND THE MEETING IN PERSON, YOU ARE URGED TO SIGN AND PROMPTLY MAIL THIS PROXY IN THE
ENCLOSED RETURN ENVELOPE SO THAT YOUR SHARES MAY BE REPRESENTED AT THE MEETING.

See reverse for voting instructions.
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There are three ways to vote your Proxy

COMPANY #

Your telephone or Internet vote authorizes the Named Proxies to vote your shares in the same manner as if you marked, signed and returned
your proxy card.

VOTE BY PHONE � TOLL FREE � 1-800-560-1965 � QUICK EASY IMMEDIATE

� Use any touch-tone telephone to vote your proxy 24 hours a day, 7 days a week, until 12:00 p.m. (CT) on July 28, 2004.

� Please have your proxy card and the last four digits of your Social Security Number available. Follow the simple instructions the voice
provides you.

VOTE BY INTERNET � http://www.eproxy.com/erts/ � QUICK EASY IMMEDIATE

� Use the Internet to vote your proxy 24 hours a day, 7 days a week, until 12:00 p.m. (CT) on July 28, 2004.

� Please have your proxy card and the last four digits of your Social Security Number available. Follow the simple instructions to obtain your
records and create an electronic ballot.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid envelope we�ve provided or return it to Electronic Arts Inc., c/o
Shareowner ServicesY, P.O. Box 64873, St. Paul, MN 55164-0873.

If you vote by Phone or Internet, please do not mail your Proxy Card

The Board of Directors Recommends a Vote FOR All Nominees for Election and FOR Proposals 2, 3, 4, 5 and 6.

1. Election of directors: 01 M. Richard Asher 06 Timothy Mott Vote FOR Vote WITHHELD

02 William J. Byron 07 Robert W. Pittman all nominees from all nominees

03 Leonard S. Coleman 08 Lawrence F. Probst III (except as marked)

04 Gary M. Kusin 09 Linda J. Srere

05 Gregory B. Maffei

(Instructions: To withhold authority to vote for any indicated nominee,

write the number(s) of the nominee(s) in the box provided to the right.)

2. AMENDMENTS TO THE 2000 EQUITY INCENTIVE PLAN For Against Abstain

3. AMENDMENT TO THE 2000 EMPLOYEE STOCK PURCHASE PLAN For Against Abstain

4. AMENDMENT OF THE CERTIFICATE OF INCORPORATION TO

CONSOLIDATE COMMON STOCK For Against Abstain

5. AMENDMENT OF THE CERTIFICATE OF INCORPORATION TO INCREASE
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THE NUMBER OF AUTHORIZED SHARES OF COMMON STOCK For Against Abstain

6. RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS For Against Abstain

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED AS DIRECTED OR, IF NO DIRECTION IS GIVEN, WILL BE
VOTED FOR EACH PROPOSAL.

Address Change? Mark Box h Indicate changes below: Date

Signature(s) in Box

Please sign exactly as your name(s) appears on Proxy. If held in joint tenancy, all persons must sign. Trustees, administrators, etc., should
include title and authority. Corporations should provide full name of corporation and title of authorized officer signing the proxy.
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