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PART I

CAUTIONARY STATEMENT

This Annual Report on Form 10-K contains, or incorporates by reference, certain forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995. Such statements consist of any statement other than a recitation of historical facts and include, but are not
limited to: (1) projections of revenues, expenses, income or loss, earnings or loss per share, cash flow, or other financial items; (2) statements of our
plans and objectives, including those related to releases of products or services and restructuring activities; (3) statements of future financial or operating
performance, including the impact of tax items thereon; and (4) statements of assumptions underlying such statements. Activision Blizzard, Inc. generally
uses words such as “outlook,” “forecast,” “will,” “could,” “should,” “would,” “to be,” “plan,” “aims,” “believes,” “may,” “might,” “expects,” “intends,” “seeks,”
“anticipates,” “estimate,” “future,” “positioned,” “potential,” “project,” “remain,” “scheduled,” “set to,” “subject to,” “upcoming,” and other similar words and
expressions to help identify forward-looking statements. Forward-looking statements are subject to business and economic risks, reflect management’s
current expectations, estimates, and projections about our business, and are inherently uncertain and difficult to predict.

We caution that a number of important factors, many of which are beyond our control, could cause our actual future results and other future
circumstances to differ materially from those expressed in any forward-looking statements. Some of the risk factors that could cause our actual results to
differ from those stated in the forward-looking statements can be found in “Risk Factors” included in Part I, Item 1A of this Annual Report on Form 10-K.
The forward-looking statements contained herein are based on information available to us as of the date of this Annual Report on Form 10-K and we
assume no obligation to update any such forward-looking statements. Although these forward-looking statements are believed to be true when made,
they may ultimately prove to be incorrect. These statements are not guarantees of our future performance and are subject to risks, uncertainties, and
other factors, some of which are beyond our control and may cause actual results to differ materially from current expectations.

Activision Blizzard, Inc.’s names, abbreviations thereof, logos, and product and service designators are all either the registered or unregistered
trademarks or trade names of Activision Blizzard, Inc. All other product or service names are the property of their respective owners. All dollar amounts
referred to in, or contemplated by, this Annual Report on Form 10-K refer to U.S. dollars, unless otherwise explicitly stated to the contrary.
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Item 1. BUSINESS

Overview

Activision Blizzard, Inc. is a leading global developer and publisher of interactive entertainment content and services. We develop and distribute
content and services on video game consoles, personal computers (“PC”s), and mobile devices. We also operate esports leagues and offer digital
advertising within some of our content. The terms “Activision Blizzard,” the “Company,” “we,” “us,” and “our” are used to refer collectively to Activision
Blizzard, Inc. and its subsidiaries. For a discussion of the history of the formation of our Company, including our year and form of incorporation, refer to
Part I, Item 1 “Business” of our Annual Report on Form 10-K for the year ende d December 31, 2019.

Our Strategy and Vision

Our objective is to connect and engage the world through epic entertainment by continuing to be a worldwide leader in the development, publishing,
and distribution of high-quality interactive entertainment content and services, as well as related media, that deliver engaging entertainment experiences
on a year-round basis. In pursuit of this objective, we focus on three strategic pillars: expanding audience reach; deepening consumer engagement; and
increasing player investment.

Expanding audience reach. Building on our strong established franchises and creating new franchises through compelling new content is at the core
of our business. We endeavor to reach as many consumers as possible by offering our content on multiple platforms and delivering compelling
experiences across multiple business models (e.g. premium, free-to-play, subscription-based, etc.).

Driving deep consumer engagement. Our high-quality entertainment content not only expands our audience reach, but it also drives deep
engagement with our franchises. We design our games, as well as related media, to provide a depth of content that keeps consumers engaged for a long
period of time following a game’s release. In addition, our games are designed to provide players the ability to connect with each other socially within our
franchise communities, thus delivering more value to our players and providing additional growth opportunities for our franchises.

Increasing player investment. Increasingly, our consumers are connected to our games online through consoles, PCs, and mobile devices. This
allows us to offer additional digital player investment opportunities directly to our consumers on a year-round basis. In addition to purchasing full games or
subscriptions, players can invest in our franchises by purchasing incremental in-game content (i.e. larger downloadable content or smaller content via
microtransactions). These digital revenue streams tend to be more recurring and have relatively higher profit margins. Further, if executed properly,
additional player investment can increase engagement, as it provides more frequent and incremental content for our players. In addition, we generate
revenue through offering advertising within certain of our franchises, and we believe there are opportunities to grow new forms of player investment
through esports and consumer products. We are still in the early stages of developing these new revenue streams.

Our Segments

Based upon our organizational structure, we conduct our business through three reportable segments, each of which is a leading global developer
and publisher of interactive entertainment content and services based primarily on our internally developed intellectual properties.

(i) Activision Publishing, Inc.

Activision Publishing, Inc. (“Activision”) delivers content through both premium and free-to-play offerings and primarily generates revenue from full-
game and in-game sales, as well as by licensing software to third-party or related-party companies that distribute Activision products. Activision’s key
product franchise is Call of Duty , a first-person action franchise. Activision also includes the activities of the Call of Duty League , a global professional
esports league with city-based teams.
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(ii) Blizzard Entertainment, Inc.

Blizzard Entertainment, Inc. (“Blizzard”) delivers content through both premium and free-to-play offerings and primarily generates revenue from full-
game and in-game sales, subscriptions, and by licensing software to third-party or related-party companies that distribute Blizzard products. Blizzard also
maintains a proprietary online gaming service, Blizzard Battle.net , which facilitates digital distribution of Blizzard content and selected Activision content,
online social connectivity, and the creation of user-generated content. Blizzard’s key product franchises include: World of Warcraft , a subscription-based
massive multi-player online role-playing franchise; Hearthstone , an online collectible card franchise based in the Warcraft universe; Diablo , an action
role-playing franchise; and Overwatch , a team-based first-person action franchise. Blizzard also includes the activities of the Overwatch League , a
global professional esports league with city-based teams.

(iii) King Digital Entertainment

King Digital Entertainment (“King”) delivers content primarily through free-to-play offerings and primarily generates revenue from in-game sales and
in-game advertising on the mobile platform. King’s key product franchise is Candy Crush™, a “match three” franchise.

Other

We also engage in other businesses that do not represent reportable segments, including the Activision Blizzard Distribution (“Distribution”)
business, which consists of operations in Europe that provide warehousing, logistics, and sales distribution services to third-party publishers of interactive
entertainment software, our own publishing operations, and manufacturers of interactive entertainment hardware.

Impacts of the Global COVID-19 Pandemic

In December 2019, a novel strain of coronavirus (“COVID-19”) emerged and has since extensively impacted global health and the economic
environment. On March 11, 2020, the World Health Organization (“WHO”) characterized COVID-19 as a pandemic. In an effort to contain the spread of
COVID-19, domestic and international governments around the world enacted various measures, including orders to close all businesses not deemed
“essential,” quarantine orders for individuals to stay in their homes or places of residence, and to practice social distancing when engaging in essential
activities. We anticipate that these actions and the ongoing global health crisis caused by COVID-19 will continue to negatively impact many business
activities and financial markets across the globe.

During the COVID-19 pandemic, our business has experienced an increase in demand for certain of our products and services as a result of the
stay-at-home orders enacted in various regions as players have more time to engage with our games. These trends contributed to strong full-game and
in-game content sales for Call of Duty: Modern Warfare  which also benefited from the launch of Call of Duty: Warzone  in March. In addition, we saw
further demand for World of Warcraft,  including its in-game content, which also continued to benefit from the release of World of Warcraft Classic  in
August 2019. Beginning in the month of March, our business also experienced an increase in monthly active users for certain franchises. We have,
however, seen a moderation in these trends since the stay-at-home orders were originally enacted earlier in 2020.

As a result of the COVID-19 pandemic and stay-at-home orders enacted in various regions, both the Overwatch League and the Call of Duty
League pivoted all matches from their originally planned local homestand formats to online play and remote production for the remainder of the regular
and postseason in order to keep players and fans safe while still delivering premium esports content to a global audience. Additionally, to support our
Overwatch League and Call of Duty League team owners and ecosystems amid a challenging environment, which includes losing the ability to have live
fan-attended home venue events, we have taken certain actions to support their short-term cash flow needs, adjusted our league operations to reduce
operating costs and improve franchise terms, and made certain investments which have impacted our operating results in 2020. This impact was
primarily in the Blizzard segment.

The sustainability of these trends and long-term implications to our business is dependent on future developments, including the duration of the
COVID-19 pandemic and the related length of its impact on the global economy, which are uncertain and cannot be predicted at this time. See Item 1A
“Risk Factors” for additional details on risks and uncertainties regarding the impacts of the global COVID-19 pandemic on our business, reputation,
financial condition, results of operations, income, revenue, profitability, cash flows, liquidity, and stock price.
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In an effort to protect the health and safety of our employees, the majority of our workforce is currently working from home and we have placed
restrictions on non-essential business travel. We have implemented business continuity plans and have increased support and resources to enable our
employees to work remotely and, thus far, our business has been able to operate with minimal disruption to our game titles’ published release dates. The
COVID-19 pandemic remains a rapidly evolving situation. We will continue to actively monitor the developments of the COVID-19 pandemic and may
take further actions that could alter our business operations as may be required by federal, state, local, or foreign authorities, or that we determine are in
the best interests of our employees, customers, partners, and shareholders. It is not clear what effects any such potential actions may have on our
business, including the effects on our employees, players and consumers, customers, partners, game development and content pipelines, or on our
reputation, financial condition, results of operations, income, revenue, profitability, cash flows, liquidity, or stock price.

The full extent of the impact of the COVID-19 pandemic on our business, reputation, financial condition, results of operations, income, revenue,
profitability, cash flows, liquidity, or stock price will depend on numerous evolving factors that we are not able to fully predict at this time. However, we
believe that given our strong balance sheet, with cash and cash equivalents and short-term investments of $8.8 billion as of December 31, 2020, and the
fact that our business has increasingly shifted to digital channels, we have substantial flexibility as we navigate through the uncertain environment and
near-term implications of the COVID-19 pandemic.

Products

We develop interactive entertainment content and services, principally for console, PC, and mobile devices, and we market and sell our games
primarily through digital distribution channels. Our products span various genres, including first- and third-person action/adventure, role-playing, strategy,
and “match three,” among others. We primarily offer the following products and services:

• premium full-games, which typically provide access to main game content after purchase;

• free-to-play offerings, which allow players to download the game and engage with the associated content for free;

• in-game content for purchase to enhance gameplay (i.e. microtransactions and downloadable content) available within both our full-games
and free-to-play offerings; and

• subscriptions for players in our World of Warcraft franchise that provide for ongoing access to the game content.

Providing additional content and experiences within franchises has increased opportunities for player investment outside of premium full-game
purchases. This has allowed us to shift from our historical seasonality to a more consistently recurring and year-round revenue model. In addition, if
executed properly, it allows us to increase player engagement with our games and content.

Product Development and Support

We focus on developing enduring wholly-owned franchises backed by well-designed, high-quality games with regular content updates. We aim to
build interactive entertainment content with the potential for broad reach, sustainable engagement, and year-round player investment. It is our experience
that enduring franchises then serve as the basis for related new products and content that can be released over an extended period of time. We believe
that the development and distribution of products and content based on established franchises enhances predictability of revenues and the probability of
high unit volume sales and operating profits. We intend to continue development of content based on our owned franchises in the future.

We develop and produce our titles using a model in which a group of creative, technical, and production professionals, including designers,
producers, programmers, artists, and sound engineers, in coordination with our marketing, finance, analytics, sales, and other professionals, have
responsibility for the entire development and production process, including the supervision and coordination of internal and, where appropriate, external
resources. We believe this model allows us to deploy the best resources for a given task, including by supplementing our internal expertise with top-
quality external resources on an as-needed basis.

While most of our content is developed by our internal studios, we periodically engage independent third-party developers to create content on our
behalf. From time to time, we also acquire the license rights to publish and/or distribute software products that are, or will be, independently created by
third-party developers.



We provide various forms of product support. Central technology and development teams review, assess, and provide support to products
throughout the development process. Quality assurance personnel are also involved throughout the development and production of published content.
We subject all such content to extensive testing before public release to ensure compatibility with appropriate hardware systems and configurations and
to minimize the number of bugs and other defects found in the products. To support our content, we generally provide 24-hour game support to players
through various means, primarily online and by telephone.

Marketing, Sales, and Distribution

Many of our products contain software that enables us to connect with our gamers directly. This allows us to communicate and market directly to our
customers, including through customized advertising and in-game messaging based on customer preferences and trends. Our marketing efforts also
include activities on: online social networks; other online advertising; public relations activities; print and broadcast advertising; coordinated in-store and
industry promotions (including merchandising and point of purchase displays); participation in cooperative advertising programs; direct response vehicles;
and product sampling. From time to time, we also receive marketing support from hardware manufacturers, producers of consumer products related to a
game, and retailers in connection with their own promotional efforts, as well as co-marketing from promotional partners.

Most of our products and content are available in a digital format, which allows consumers to purchase and download the content at their
convenience directly to their console, PC, or mobile device through our platform partners, including Apple Inc. (“Apple”), Facebook, Inc. (“Facebook”),
Google Inc. (“Google”), Microsoft Corporation (“Microsoft”), Nintendo Co., Ltd. (“Nintendo”), and Sony Interactive Entertainment Inc. (“Sony”). Blizzard
utilizes its proprietary online gaming service, Blizzard Battle.net, to distribute most of Blizzard’s content and selected Activision content directly to PC
consumers.

In addition to serving as a distribution platform, Blizzard Battle.net offers players communications features, social networking, player matching, and
digital content delivery and is designed to allow people to connect regardless of which of our games on Blizzard Battle.net they are playing.

Our physical products are available for sale in outlets around the world. These products are sold primarily on a direct basis to mass-market retailers
(e.g., Target, Walmart), consumer electronics stores (e.g., Best Buy), discount warehouses, game specialty stores (e.g., GameStop), and other stores
(e.g., Amazon), or through third-party distribution and licensing arrangements.

Manufacturing

We prepare master program copies for our products on each release platform. With respect to products for Microsoft, Sony, and Nintendo consoles,
our disk duplication, packaging, printing, manufacturing, warehousing, assembly, and shipping are performed by third-party subcontractors or distribution
facilities owned by us.

Microsoft, Sony, and Nintendo generally specify or control the manufacturing and assembly of finished products and license their hardware
technologies to us. In return, we pay an applicable royalty per unit once the manufacturer fills the product order, even if the units do not ultimately sell.
We deliver the master materials to the licensor or its approved replicator, who then manufactures the finished goods and delivers them to us for
distribution under our label.

Significant Customers and Top Franchises

Customers

While the Company does sell directly to end consumers in certain instances, such as sales through Blizzard Battle.net, in other instances our
customers are platform providers, such as Sony, Microsoft, Google, and Apple, or retailers, such as Walmart and GameStop, who act as distributors of
our content to end consumers. For the year ended December 31, 2020, Sony, Apple, Google, and Microsoft were our most significant customers, with
revenues of 17%, 15%, 14%, and 11%, respectively. For the years ended December 31, 2019 and 2018, Apple, Google, and Sony were our most
significant customers, with revenues of 17%, 13%, and 11%, respectively, for 2019, and 15%, 11%, and 13%, respectively, for 2018. No other customer
accounted for 10% or more of our net revenues in those periods.

We had two customers—Microsoft and Sony—who accounted for 28% and 21%, respectively, of consolidated gross receivables at December 31,
2020, and 11% and 18%, respectively, at December 31, 2019. No other customer accounted for 10% or more of our consolidated gross receivables in
those periods.



Top Franchises

For the years ended December 31, 2020, 2019, and 2018, our top three franchises—Call of Duty, Candy Crush, and World of Warcraft—collectively
accounted for 76%, 67%, and 58%, respectively, of our net revenues. No other franchise comprised 10% or more of our net revenues in those periods.

Competition

We compete for the leisure time and discretionary spending of consumers with other interactive entertainment companies and software competitors,
as well as with providers of different forms of entertainment, such as film, television, social networking, music, and other consumer products.

The interactive entertainment industry is intensely competitive, and new interactive entertainment software products and platforms are regularly
introduced. We believe that the main competitive factors in the interactive entertainment industry include: product features, game quality, and playability;
brand name recognition; compatibility of products with popular platforms; access to distribution channels; online capability and functionality; ease of use;
price of content; marketing support; and quality of customer service.

In addition to third-party software competitors, integrated video game console hardware and software companies, such as Microsoft, Sony, and
Nintendo, compete directly with us in the development of software titles for their respective platforms, while at the same time act as key distribution
channels and payment gateways for our products and services through their digital storefronts. Apple and Google are similarly positioned on mobile
devices.

Intellectual Property

Like other interactive entertainment companies, our business is significantly dependent on the creation, acquisition, use and protection of
intellectual property. Some of this intellectual property is in the form of copyrighted software code, patented technology, and other technology and trade
secrets that we use to develop and run our games. Other intellectual property is in the form of copyrighted audio-visual elements that consumers can see,
hear, and interact with when they are playing our games.

We develop a majority of our products based on wholly-owned intellectual properties, such as Call of Duty, World of Warcraft, and Candy Crush. In
other cases, we obtain intellectual property through licenses and service agreements. Further, our products that play on consoles and mobile platforms
include technology that is owned by the platform provider and is licensed non-exclusively to us for use in the relevant product. We also license
technology from providers other than console manufacturers in developing our content and services. While we may have renewal rights for some
licenses, our business is dependent on our ability to continue to obtain the intellectual property rights from the owners of these rights on reasonable terms
and at reasonable rates.

We are actively engaged in enforcement of our copyright, trademark, patent, and trade secret rights against potential infringers of those rights along
with other protective activities, including monitoring online channels for distribution of pirated copies and participating in various enforcement initiatives,
education programs, and legislative activity around the world. For our PC products, we use technological protection measures to prevent piracy and the
use of unauthorized copies of our products. For other platforms, the platform providers typically incorporate technological protections and other security
measures in their platforms to prevent the use of unlicensed products on those platforms.

Human Capital

We believe that our continued success and growth is directly related to our ability to attract, retain, and develop top talent. As of December 31,
2020, Activision Blizzard had approximately 9,500 employees, with approximately 65% in North America, approximately 30% in the Europe, Middle East,
and Africa (“EMEA”) region, and approximately 5% in the Asia Pacific region. Of these employees, approximately 61% are personnel whose primary
focus is on game and technology development, which represents an approximate three percentage point increase from 2019. Activision Blizzard takes an
active role in the entirety of the employee lifecycle, from candidates to alumni. Recognizing that ours is a rapidly changing industry with constant
technological innovation, we remain focused on attracting, recruiting, enabling, developing, and retaining a diverse and innovative employee population.



Diversity, Equity, and Inclusion (“DE&I”) : We believe that a culture of inclusion and diversity enables us to create, develop, and fully leverage the
strengths of our workforce to exceed players' and fans' expectations and meet our growth objectives. We remain committed to building and sustaining a
culture of belonging, built on equitable processes and systems, where everyone thrives. By embedding DE&I practices and programs in the full employee
lifecycle, we work to recruit, attract, retain, and grow world-class talent. Our employee resource groups play an active role in our DE&I efforts by building
community and awareness. We also offer leadership and management development opportunities on the topics of unconscious bias and inclusive
leadership and train our recruiting workforce in diverse sourcing strategies.

Our Corporate Governance Principles and Policies provide that the initial list from which any new independent director nominee is chosen includes
qualified female and racially/ethnically diverse candidates and, similarly, if we conduct an external search for a new CEO, that the initial list of external
candidates includes qualified female and racially/ethnically diverse candidates. As of December 31, 2020, two of our ten directors were women.

Additionally, we have been recognized for our efforts to create an inclusive workplace, including receiving the distinction for two consecutive years
as a “Best Place to Work for LGBTQ Equality” by the Human Rights Campaign Foundation’s Corporate Equality Index. We are proud of these accolades
because we believe that the most innovative work comes from a culture in which all employees can be, and bring, their authentic and best selves.

Compensation and Benefits : The main objective of our compensation program is to provide a compensation package that attracts, retains,
motivates, and rewards top-performing employees that operate in a highly competitive and technologically challenging environment. We seek to do this
by linking compensation (including annual changes in compensation) to overall Company and business unit performance, as well as each individual’s
contribution to the results achieved. The emphasis on overall Company performance is intended to align our employee’s financial interests with the
interests of our shareholders. We also seek fairness in total compensation by reference to external comparisons, internal comparisons, and the
relationship between development and non-development, as well as management and non-management, remuneration. We believe in equal pay for
equal work, and we continue to make efforts across our global organization to promote equal pay practices.

We are committed to providing comprehensive benefit options, and it is our intention to offer benefits that allow our employees and their families to
live healthier and more secure lives. Some examples of our wide-ranging benefits offered are: medical insurance, prescription drug benefits, dental
insurance, vision insurance, hospital indemnity insurance, accident insurance, critical illness insurance, life insurance, disability insurance, health savings
accounts, and flexible spending accounts. We frequently upgrade our benefit portfolio by seeking out pioneer partners that give our employees modern
benefit experiences. As an example, at the onset of the COVID-19 pandemic when traditional medical services became under huge demand, in order to
help ensure that our employees and their families had access to medical advice, we created an enterprise-wide global network of physicians.

Talent Assessment and Development:  Recognizing that ours is a rapidly changing industry with constant innovation, developing our diverse and
innovative talent base is paramount, imperative, and vital to our business. We intend for our employees to have a clear understanding of their strengths
and development opportunities, while fostering a collaborative and productive relationship between employees and their managers. Talent assessment
and development are therefore critical aspects of our human capital programs. We employ a broad range of talent processes—for example, talent
assessment, succession planning, and performance management. Our performance management process includes the establishment of goals (at the
beginning of the year), and throughout the year we encourage regular check-ins on progress and performance so that employees have a clear
understanding of their strengths and areas for improvement. We regularly assess employee contributions to our Company results and culture so that we
can appropriately recognize and reward performance. Additionally, on an annual basis, we conduct an organizational and performance review process
with our CEO and all segment, business unit, and function leaders, focusing on our high-performing and high-potential talent, diverse talent, and the
performance and succession for our most critical roles.

Employee Experience:  We capture and act on the voice of our employees through regular company-wide pulse surveys. We emphasize to
employees that this is their chance to “provide honest, candid feedback about their experience working for the company.” Our survey participation rates
(regularly 75% or higher) demonstrate our collective commitment that Activision Blizzard remains a great place to work. The survey—and other forms of
employee feedback—result in actionable steps that lead to positive improvements to the employee experience at the company-wide, business unit, and
team levels. Our employee feedback is dynamic and relevant to our employees’ immediate needs. For example, most recent surveys focused on whether
our employees felt supported as they worked from home during the COVID-19 pandemic, and expectations of the employee population as we anticipate
a return to the office.
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