
 

Activision Blizzard Announces Better-Than-Expected First Quarter CY 2009 Financial 
Results

● First Quarter Net Revenues and EPS Significantly Ahead of Prior Outlook

● Company Increases CY 2009 Net Revenues and EPS Outlook

SANTA MONICA, Calif., May 7, 2009 /PRNewswire-FirstCall via COMTEX News Network/ -- Activision Blizzard, Inc. (Nasdaq: 
ATVI) today announced better-than-expected financial results for the first quarter 2009.  

For the quarter ended March 31, 2009, Activision Blizzard's GAAP net revenues were $981 million, and its non-GAAP net 
revenues were $724 million. The company's prior GAAP net revenue outlook for the quarter was $860 million. On a non-GAAP 
basis, the company's net revenue outlook was $550 million. 

For the quarter ended March 31, 2009, Activision Blizzard's reported GAAP earnings per diluted share was $0.14, and the 
company's non-GAAP earnings per diluted share was $0.08. The company's prior GAAP earnings per diluted share outlook 
was $0.08. On a non-GAAP basis, the company's earnings per diluted share outlook was $0.03.  

The company reports results on both a GAAP and a non-GAAP basis. Please refer to the tables at the back of this press 
release for a reconciliation of the company's GAAP and non-GAAP results.  

Robert Kotick, CEO of Activision Blizzard, stated, "Our better-than-expected first quarter results were driven by strong global 
consumer response to the Call of Duty® and Guitar Hero® franchises and Blizzard Entertainment's World of Warcraft®, despite 
challenging economic times. For the quarter, we were the #1 third-party console and handheld publisher in North America and 
the #1 third-party publisher for the Nintendo Wii platform worldwide, according to The NPD Group, Charttrack and Gfk." 

Kotick continued, "During the remainder of the year, we plan to release our strongest video game slate, based on some of the 
industry's most profitable franchises. We are raising our calendar year 2009 financial outlook. Additionally, we expect to deliver 
record calendar year non-GAAP operating margins of 25%. Our high-quality franchise portfolio, industry leading operational 
capabilities and solid balance sheet should enable us to take full advantage of the opportunities afforded by the expanding 
interactive entertainment market and enable us to deliver continued superior returns to our shareholders." 

Business Highlights 

For the quarter ended March 31, 2009 according to The NPD Group, Charttrack and Gfk, Call of Duty and Guitar Hero 
remained two of the top-five best-selling franchises in the U.S. and Europe. Additionally, Activision Blizzard had two of the top-
five best-selling titles across all platforms in the U.S. and Europe.  

Other business highlights are as follows: 

    --  Guitar Hero World Tour was the #1 best-selling third-party title in the 
        U.S. across all platforms in dollars, according to The NPD Group.

    --  In the U.S. and Europe, Guitar Hero World Tour was the #1 best-selling 
        third-party title in dollars for the Nintendo Wii and the only 
        third-party game to rank as a top-five best seller for the platform, 
        according to The NPD Group, Charttrack and Gfk.

    --  Blizzard Entertainment's World of Warcraft: Wrath of the Lich King 
        remained the #1 PC game in dollars in the U.S. for the quarter,
        according to The NPD Group.



    --  Activision Blizzard had three of the top-10 best-selling PC titles in 
        dollars in the U.S., according to The NPD Group.

    --  For the quarter, European sales for the Guitar Hero franchise grew 84% 
        year over year, according to Charttrack and Gfk.

    --  As of April 10, 2009, Activision Publishing's Crash Bandicoot Nitro 
        Kart was the #1 paid "app" for the iPhone of all time,
        according to Apple(R).

    --  On February 24, 2009, Activision Publishing announced an agreement with 
        Corus Entertainment Inc.'s Nelvana Enterprises to develop and
        distribute video games based on the breakout hit toy and wildly popular
        action animated television series Bakugan.

    --  As of March 31, 2009, Activision Blizzard had purchased $439 million, or 
        approximately 45 million shares, of common stock at an average price of
        $9.76, under its $1 billion stock repurchase program.

    --  On April 6, 2009, Activision Publishing acquired 7 Studios whose 
        experience will enable Activision Publishing to broaden its development
        capabilities in the music-based genre. 

    --  On April 16, 2009, Blizzard Entertainment announced that its World of 
        Warcraft will be licensed to an affiliated company of NetEase.com, Inc.
        in mainland China for a term of 3 years following the expiration of the
        game's current license agreement.

During the quarter, Activision Publishing strengthened its senior management team with the appointment of Dan Rosensweig 
as President and Chief Executive Officer of RedOctane, the business unit which develops the blockbuster Guitar Hero® 
franchise and soon to be released DJ Hero™. Mr. Rosensweig brings significant experience to Activision Publishing having 
served as Chief Operating Officer of Yahoo! from 2002 through 2006, where he oversaw the company's worldwide operations 
including its product development, marketing, and advertising sales and the development and introduction of innovative new 
Internet advertising formats. 

Additionally, Activision Blizzard named Thomas Tippl as Chief Corporate Officer in addition to his position as Chief Financial 
Officer. Mr. Tippl succeeds Bruce Hack, who has stepped down from the position following the successful business combination 
of Activision, Inc. and Vivendi Games, Inc. 

Company Outlook 

For the second quarter of calendar year 2009, Activision Publishing expects to release three games inspired by theatrical 
motion pictures, X-Men Origins, Transformers™: Revenge of the Fallen and Ice Age™: Dawn of the Dinosaurs, as well as a new 
third-person action game Prototype™, Guitar Hero: Smash Hits™, a compilation of the most popular songs from previous Guitar 
Hero games that will now be playable as a full band experience and Guitar Hero On Tour: Modern Hits™ for the Nintendo DS.  

Due to current macroeconomic conditions, Activision Blizzard's outlook is subject to significant risks and uncertainties including 
declines in demand for its products, fluctuations in foreign exchange rates, and counterparty risks relating to customers, 
licensees, licensors and manufacturers. The company's outlook is also based on assumptions about sell through rates for its 
products, the new slate of products and progress in integrating operations following the company's recent business 
combination between Activision, Inc. and Vivendi Games, Inc. As a result of these and other factors, including any 
complications related to the transition of Blizzard Entertainment's World of Warcraft in China from the current licensee to 
NetEase, actual results may deviate materially from the outlook presented below. 

For calendar 2009, Activision Blizzard is raising its outlook for GAAP net revenues to $4.3 billion, and GAAP earnings per 



diluted share of $0.24, as compared to the company's prior calendar year 2009 GAAP outlook of $4.2 billion in net revenues 
and $0.22 earnings per diluted share. On a non-GAAP basis, the company now expects net revenues of $4.8 billion for the 
calendar year, as compared to its prior non-GAAP net revenue outlook of $4.7 billion. The revenue outlook includes a 
reduction in revenue from the company's lower margin distribution and co-publishing businesses and a negative year-over-
year impact from a stronger dollar. On a constant exchange rate basis, however, the company expects another year of non-
GAAP net revenue growth. The company's non-GAAP earnings per diluted share are expected to be $0.63 for the calendar 
year, as compared with its prior non-GAAP calendar year outlook of $0.61 earnings per diluted share.  

For the second quarter 2009, Activision Blizzard expects GAAP net revenues of $1.0 billion, and GAAP earnings per diluted 
share of $0.10. On a non-GAAP basis, the company expects net revenues of $775 million and $0.06 earnings per diluted share 
for the second quarter. 

Conference Call 

Today at 4:30 p.m. EDT, Activision Blizzard's management will host a conference call and Webcast to discuss the company's 
results for the quarter ended March 31, 2009 and management's outlook for the remainder of the calendar year. The company 
welcomes all members of the financial and media communities and other interested parties to visit the "Investor Relations" area 
of to listen to the conference call via live Webcast or to listen to the call live by dialing into 719-325-4798 in the U.S.  

Non-GAAP Financial Measures  

Activision Blizzard provides net revenues, net income (loss), earnings (loss) per share and operating margin data and guidance 
both including (in accordance with GAAP) and excluding (non-GAAP): the impact of the change in deferred net revenues and 
related cost of sales; expenses related to share-based payments; Activision Blizzard's non-core exit operations (which is the 
operating results of products and operations from the historical Vivendi Games, Inc. businesses that the company has exited or 
is winding down); one-time costs related to the business combination between Activision, Inc. and Vivendi Games, Inc. 
(including transaction costs, integration costs, and restructuring activities); the amortization of intangibles and the associated 
changes in cost of sales resulting from purchase price accounting adjustments from the business combination; and the 
associated tax benefits. 

As online functionality becomes a more important component of gameplay, certain of the company's online-enabled games for 
certain platforms contain a more-than-inconsequential separate service deliverable in addition to the product, and the 
company's performance obligations for these games extend beyond the sale of the games. Vendor-specific objective evidence 
of fair value does not exist for the online services, as the company does not separately charge for this component of online-
enabled games. As a result, the company recognizes all of the revenues from the sale of these games ratably over the 
estimated service period. In addition, the company defers the cost of sales of these titles to match revenues. 

Revenue related to the sale of Blizzard Entertainment's World of Warcraft boxed software, including the sale of expansion 
packs and other ancillary revenues, is deferred and recognized ratably over the estimated subscription life beginning upon 
activation of the software and delivery of the services. 

As a consequence, the company's non-GAAP results exclude the impact of the change in deferred revenues and related cost 
of sales associated with certain of the company's online-enabled games for certain of the Microsoft, Sony, Nintendo and PC 
platforms and for World of Warcraft boxed software, including the sale of expansion packs and other ancillary revenues, to 
provide comparable year-over-year performance.  

Management believes that the use of non-GAAP measures that eliminate the impact of the change in deferred revenues and 
related cost of sales in its operating results is important when evaluating Activision Blizzard's operating performance, and when 
planning, forecasting and analyzing future periods. 

Management also believes that non-GAAP measures that exclude Activision Blizzard's non-core exit operations, one-time costs 
related to the business combination between Activision, Inc. and Vivendi Games, Inc. (including transaction costs, integration 
costs, and restructuring activities), the amortization of intangibles and the associated changes in cost of sales resulting from 
purchase price accounting adjustments from the business combination, provides a better comparison to prior periods in which 
Activision, Inc. and Vivendi Games, Inc. were operating as stand-alone companies, and that the resulting effects arising from 
the business combination do not affect the on-going economics of the combined entity. Management also believes that 
excluding expenses related to share-based payments provides more comparable operating performance results. Management 
believes that the presentation of these non-GAAP financial measures provides investors with additional useful information to 
measure Activision Blizzard's financial and operating performance because they facilitate comparison of operating performance 
between periods and helps investors to better understand the results of Activision Blizzard. Internally, management uses these 
non-GAAP financial measures in assessing the company's operating results, as well as in planning and forecasting.  

Activision Blizzard recognizes that there are limitations associated with the use of these non-GAAP financial measures as they 
do not reflect net revenues, net income (loss), earnings (loss) per share and operating margin as determined in accordance 



with GAAP, and may reduce comparability with other companies that calculate similar non-GAAP measures differently. 
Management compensates for the limitations resulting from the exclusion of these items by considering the impact of these 
items separately and by considering Activision Blizzard's GAAP as well as non-GAAP results and outlook and, in this release, 
by presenting the most comparable GAAP measures directly ahead of non-GAAP measures, and by providing a reconciliation 
which indicates and describes the adjustments made. 

Non-GAAP financial measures should be considered in addition to, not as a substitute for or superior to, financial measures 
determined in accordance with GAAP. 

Activision Blizzard's non-GAAP financial measures are not based on a comprehensive set of accounting rules or principles, and 
the terms non-GAAP net revenues, non-GAAP net income, non-GAAP earnings per share, non-GAAP operating margin do not 
have a standardized meaning. Therefore, other companies may use the same or similarly named measures, but exclude 
different items, which may not provide investors a comparable view of Activision Blizzard's performance in relation to other 
companies. 

Comparable-Basis Presentation by Segment -- Non-GAAP Comparable Measures  

On July 9, 2008, the business combination between Activision, Inc. and Vivendi Games, Inc. was consummated. As a result of 
the consummation of the business combination, Activision, Inc. was renamed Activision Blizzard, Inc. 

For accounting purposes, because the business combination resulted in Vivendi obtaining control of Activision, Inc. through the 
acquisition of a majority of common stock of Activision, Inc., the business combination is treated as a "reverse acquisition," with 
Vivendi Games, Inc. deemed to be the accounting acquirer. As a result, the historical financial statements of Activision Blizzard 
prior to July 9, 2008 are those of Vivendi Games, Inc. and the results of Activision, Inc. prior to July 9, 2008 are not included as 
part of Activision Blizzard's historical financial statements. 

As one means of analyzing Activision Blizzard's performance, the company presents data that combines: (1) the company's 
results after July 9, 2008, (2) Vivendi Games, Inc.'s results prior to July 9, 2008 and (3) Activision, Inc.'s results prior to July 9, 
2008. Management uses information prepared on this comparable basis internally to compare results and believes that this 
presentation provides investors with additional useful information to understand the company's performance on a year-over-
year comparable basis. However, the data is not presented in accordance with GAAP and is not presented in accordance with 
Article 11 of Regulation S-X relating to pro forma financial statements.  

The non-GAAP information presented should be considered in addition to, not as a substitute for or superior to, financial 
measures determined in accordance with GAAP. 

The following data is presented in the attachments to this press release: 

    --  Non-GAAP Comparable Basis Segment Net Revenues for the three months 
        ended March 31, 2009 and 2008

    --  Non-GAAP Comparable Basis Segment Operating Income (Loss) for the three 
        months ended March 31, 2009 and 2008

In conjunction with the business combination, Activision Blizzard changed the manner in which senior management assesses 
the operating performance of, and allocates resources to, its operating segments. As a result, the company now operates in 
four segments: 

      i.  Activision Publishing ("Activision") -- publishes interactive 
          entertainment software and peripherals, which includes the
          Activision business conducted by Activision, Inc. prior to the
          business combination and certain studios, assets, and titles
          previously included in Vivendi Games' "Sierra Entertainment"
          operating segment prior to the business combination;

     ii.  Blizzard -- Blizzard Entertainment, Inc. and its subsidiaries 
          publishing traditional games and online subscription-based games 
          in the MMORPG category;

    iii.  Distribution -- distribution of interactive entertainment 



          software and hardware products; and

     iv.  Activision Blizzard's non-core exit operations ("Non-Core") - 
          Vivendi Games' divisions or business units that the company has
          exited or is winding down as part of its restructuring and
          integration efforts as a result of the business combination.

Activision, Blizzard and Distribution are referred to collectively as Activision Blizzard Inc.'s core operations ("Core").  

With respect to periods prior to July 9, 2008, results for historical Activision, Inc. are reported in the Activision and Distribution 
segments. In addition, as a result of the change in operating and reporting segments, all prior period segment information has 
been restated to conform to this new financial statement presentation. 

About Activision Blizzard 

Headquartered in Santa Monica, California, Activision Blizzard, Inc. is a worldwide online, PC, console and handheld game 
publisher with leading market positions across every major category of the rapidly growing interactive entertainment software 
industry. 

Activision Blizzard maintains operations in the U.S., Canada, the United Kingdom, France, Germany, Ireland, Italy, Sweden, 
Spain, Norway, Denmark, the Netherlands, Australia, Russia, South Korea , China, and the region of Taiwan. More information 
about Activision Blizzard and its products can be found on the company's website, www.activisionblizzard.com.  

Cautionary Note Regarding Forward-looking Statements: Information in this press release that involves Activision Blizzard's 
expectations, plans, intentions or strategies regarding the future, including statements under the heading "Company Outlook," 
are forward-looking statements that are not facts and involve a number of risks and uncertainties. Activision Blizzard generally 
uses words such as "outlook," "will," "remains," "to be," "plans," "believes," "may," "expects," "intends," and similar expressions 
to identify forward-looking statements. Factors that could cause Activision Blizzard's actual future results to differ materially 
from those expressed in the forward-looking statements set forth in this release include, but are not limited to, sales levels of 
Activision Blizzard's titles, shifts in consumer spending trends, the impact of the current macroeconomic environment, the 
seasonal and cyclical nature of the interactive game market, any difficulties experienced during the transition of World of 
Warcraft in China from the current licensee to NetEase, Activision Blizzard's ability to predict consumer preferences among 
competing hardware platforms (including next-generation hardware), declines in software pricing, product returns and price 
protection, product delays, retail acceptance of Activision Blizzard's products, adoption rate and availability of new hardware 
and related software, industry competition, rapid changes in technology and industry standards, protection of proprietary 
rights, litigation against Activision Blizzard, maintenance of relationships with key personnel, customers, vendors, licensees, 
licensors and third-party developers, counterparty risks relating to customers, licensees, licensors and manufacturers, 
domestic and international economic, financial and political conditions and policies, foreign exchange rates, integration of 
recent acquisitions and the identification of suitable future acquisition opportunities, Activision Blizzard's success in completing 
the integration of the operations of Activision and Vivendi Games in a timely manner, or at all, and the combined Company's 
ability to realize the anticipated benefits and synergies of the transaction to the extent, or in the timeframe, anticipated, and the 
other factors identified in the risk factors section of Activision Blizzard's annual report on Form 10-K for the year ended 
December 31, 2008. The forward-looking statements in this release are based upon information available to Activision Blizzard 
as of the date of this release, and Activision Blizzard assumes no obligation to update any such forward-looking statements. 
Forward-looking statements believed to be true when made may ultimately prove to be incorrect. These statements are not 
guarantees of the future performance of Activision Blizzard and are subject to risks, uncertainties and other factors, some of 
which are beyond its control and may cause actual results to differ materially from current expectations. 

Click here for Financial Tables 

SOURCE Activision Blizzard, Inc. 

 

http://www.activisionblizzard.com

Copyright © 2009 PR Newswire. All rights reserved 

 

http://www.activisionblizzard.com/
http://investor.activision.com/common/download/download.cfm?companyid=ACTI&fileid=293312&filekey=3eb12711-d1ca-4f34-a272-5523017f19f9&filename=Q1_CY09_FINAL.pdf

