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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K/A

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT

OF 1934
For the fiscal year ended January 29, 2006
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
Commission file number: 0-23985
(Exact name of registrant as specified in its chaetr)
Delaware 94-3177549
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)
2701 San Tomas Expressway
Santa Clara, California 95050
(408) 486-2000
(Address, including zip code, and telephone numbeimcluding area code, of principal executive officg)
Securities registered pursuant to Section 12(b) afie Act:
Title of Each Class Name of Each Exchange on Which Registered
Common Stock, $.001 par value per share The NASDAQ Stock Market LLC

(NASDAQ Global Market

Securities registered pursuant to Section 12(g) ¢iie Act:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405ed8#dturities Act.  YedXl No
O

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Act. Yes[d
No

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti8 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Ye&l No O

Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K (25 of this chapter) is not
contained herein, and will not be contained, toltést of registrant’s knowledge, in definitive pycor information statements incorporated by
reference in Part Il of this Form 10-K or any amerent to this Form 10-K.[X]

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRnle 12b-2 of the Exchange Act. (Check one):

Large accelerated filer 0  Accelerated filer O  Non-accelerated filer

Indicate by check mark whether the registrantshell company (as defined in Rule -2 of the Act). YesO No



The aggregate market value of the voting stock hgldon-affiliates of the registrant as of July 2005 was approximately
$4,226,770,945 (based on the closing sales pritteeafegistrant’'s common stock on July 29, 2008ar8s of common stock held by each
current executive officer and director and by eaetson who is known by the registrant to own 5%nore of the outstanding common stock
have been excluded from this computation in thahgiersons may be deemed to be affiliates of thistrant. Share ownership informatior
certain persons known by the registrant to owntgrahan 5% of the outstanding common stock foppses of the preceding calculation is
based solely on information on Schedule 13G filétth e Commission and is as of July 29, 2005. Heiermination of affiliate status is not
a conclusive determination for other purposes.

The number of shares of common stock outstandird Bkarch 3, 2006 was 174,485,396.
DOCUMENTS INCORPORATED BY REFERENCE

The Registrant has incorporated by reference pwtid its Proxy Statement for its 2006 Annual Megtf Stockholders which was
filed with the Securities and Exchange Commissioiviay 12, 2006.
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EXPLANATORY NOTE

We are amending our Annual Report on Form 10-KHeryear ended January 29, 2006 as filed on Ma#¢cR006, or the Original
Filing, to restate our consolidated financial sta¢ats for the years ended January 29, 2006, JaB0aB005, and January 25, 2004 and the
related disclosures. This amended Annual RepoRasm 10-K/A, or Form 10-K/A, also includes the s#ement of selected consolidated
financial data as of and for the years ended Jgr28r2006, January 30, 2005, January 25, 2004a8gr26, 2003, and January 27, 2002, and
the unaudited quarterly financial data for eacthefquarters in the years ended January 29, 2008arary 30, 2005.

The restatement of the Original Filing reflectedhis Form 10-K/A includes adjustments arising frtira determinations of the Audit
Committee of the Board of Directors, or Audit Conttex, with the assistance of outside legal courdedr conducting a review of the
Company'’s stock option practices covering the timen the Company’s initial public offering in 19¢fscal year 2000) through June 2006.

For more information on these matters, includirtetailed discussion of the effect of the restatenmeaase refer to Note 2,
“Restatement of Consolidated Financial Stateménidjt Committee and Company Findings” of the Nd€onsolidated Financial
Statements.

As a result of the findings of the Audit Committees concluded that we need to amend our Origirladd-o restate our consolidated
financial statements for the years ended Janugr@@®%5, January 30, 2005, and January 25, 2004henctlated disclosures. This Form 10-
K/A also includes the restatement of selected dafeted financial data as of and for the years dnduary 29, 2006, January 30, 2005,
January 25, 2004, January 26, 2003, and Janua0P2, and the unaudited quarterly financial dataefich of the quarters in the years er
January 29, 2006 and January 30, 2005. We alsdumettthat we need to amend our Quarterly RepoRam 10-Q for the quarter ended
April 30, 2006, originally filed on May 31, 2006 testate our condensed consolidated financiamsints for the quarters ended April 30,
2006 and May 1, 2005 and the related disclosureswi also restate the July 31, 2005 financiatestgents to be included in our Quarterly
Report on Form 10-Q for the quarter ended July2806. We will also restate the October 30, 200&rfaial statements with the filing of our
October 29, 2006 Form 10-Q; however, Exhibit 99.1his Form 10-K/A includes information concernimigr unaudited consolidated
financial data as of and for the three and ninetmperiods ended October 30, 2005. We have not detkand we do not intend to amend
any of our other previously filed annual reportskmmm 10-K or quarterly reports on Form 10-Q faz tieriods affected by the restatement or
adjustments other than the amended Quarterly Repdrorm 10-Q/A for the quarter ended April 30, @hd this Form 10-K/A for the year
ended January 30, 2006

All of the information in this Form 10-K/A is as danuary 30, 2006 and does not reflect events ooguafter the date of the Original
Filing, other than the restatement, or to modifycoupdate disclosures (including the exhibitshi® ©riginal Filing, except for the updated
Exhibits 31.1, 31.2, 32.1, and 32.2 described behffected by subsequent events related to thatessent. For the convenience of the rei
this Form 10K/A sets forth the Original Filing in its entiretgs amended by and to reflect the restatementfdlloging sections of this For
10-K/A were adjusted to reflect the findings of #hedit Committee:

Part | — Item 1 — Business as to “Forward-Lookirtgt&ments” and “Available Information”;

Part | — Item 1A — Risk Factors;

Part | — Item 3 — Legal Proceedings;

Part Il — ltem 5 — Market for Registrant's Commoquity, Related Stockholder Matters and Issuer Pasel of Equity
Securities;

Part Il — Item 6 — Selected Consolidated FinanDiata,;

Part Il — Item 7 — Management’s Discussion and &s@l of Financial Condition and Results of Opetnagio

Part Il — Item 8 — Financial Statements and Suppletary Data;

Part Il — Item 9A — Controls and Procedures; and

Part IV — Item 15 — Exhibits and Financial Statem®ohedules.

This Form 10-K/A should be read in conjunction watlr periodic filings made with the Securities &dhange Commission, or the
SEC, subsequent to the date of the Original Filinguding any amendments to those filings, sucthasamended Quarterly Report on
Form 10-Q/A for the quarter ended April 30, 2006 weell as any Current Reports filed on Form 8-Ksaduent to the date of the Original
Filing. In addition, in accordance with applicabldes and regulations promulgated by the SEC,Rbisn 10-K/A includes updated
certifications from our Chief Executive Officer a@thief Financial Officer as Exhibits 31.1, 31.2,13and 32.2



The SEC may disagree with the manner in which we la@counted for and reported, or not reportedfittamcial impact of past option
grant measurement date errors, and there is #hashts inquiry could lead to circumstances inethive may have to further restate our prior
financial statements, amend prior filings with 8C, or otherwise take other actions not currecglytemplated. In addition, the SEC may
issue guidance on disclosure requirements relatdftetfinancial impact of past option grant measaet date errors that may require us to
amend this filing or prior filings with the SEC poovide additional disclosures pursuant to thiglgante. Any such circumstance could also
lead to future delays in filing our subsequent SE@brts and delisting of our common stock fromM#&SDAQ Global Select Marke
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ITEM 1. BUSINESS
Forward-Looking Statements

When used in this Annual Report on Form 10-K/Awthals “believes,” “plans,” “estimates,” “anticipages,” “expects,” “intends,”
“allows,” “can,” “will” and similar expressions are intended to identify forwartboking statements. These are statements thaer&duture
periods and include statements including, but imoitéd to, statements as to our corporate strategy,anticipated growth and areas
growth, our fastest growing businesses, factordrdmiting to growth, international expansion, treafures, benefits, capabilitie
performance, production and availability of our beology and products, focus on development ofeffesttive architectures, developmen
new products, demand for graphics processors inp®duct areas, product life cycles, average sgllmices, the importance of design wi
employees, ability to attract and retain qualifieeirsonnel, market share, research and developrbanklog, seasonality, gross margin,
revenue, sources of revenue and revenue mix, eitpesgdand expenditure mix, including capital exgiéures, areas of increased
expenditures, cash flow and cash balances, liquidises of cash, investments of our cash and naduleesecurities, tax rates, charges we
may take, quarterly and annual results of operatiadhe filings we intend to amend, the periods merastating, foreign currency risk
strategy, critical accounting policies, the impa€trecent accounting pronouncements, inventoriesye@ationship with and the development
of a graphics processing unit, or GPU, for Sony @ater Entertainment and the royalties to that GIHD and Blu-ray video, use of our
products by Apple Computer, Inc., Windows Vista,ithportance and benefits of strategic relationshiustomer demand, our reliance o
limited number of customers, platform innovationd aolutions, stock option grants and our emplateek purchase plan, expensing of s
based compensation, our stock repurchase programcantinued listing on the NASDAQ Global Selectiég our competitors,
expectations regarding competition, our competipigsition, factors affecting competition, paymeindigidends, sufficiency of our facilities,
our intellectual property and intellectual propestrategy, litigation and settlement of litigatiditigation or regulatory action arising from
the Audit Committee’s review or our restatemenggstiSn 409A of the IRC and possible remedial messtinternal control over financial
reporting, our disclosure controls and procedures @ompliance with environmental laws and regulasid-orward-looking statements are
subject to risks and uncertainties that could caasteial results to differ materially from those jcted. These risks and uncertainties
include, but are not limited to, delays in the depeent or release of new products, delays in velpnoduction of our products, loss of
market share for our GPU Business, changes in custalemands, slower than anticipated adoption of tezhnology, slower than
anticipated growth of new markets, delays in tHease of Windows Vista, changes to Windows Vidtadés commercial release, our
inability to compete in new markets, the write-dawnvrite-off of inventory, reduction in demand farmarket acceptance of our products or
technologies, manufacturing defects, software bogspetitive pricing pressure, release of new pobslbby our competitors, disruptions in
our strategic relationships such as with our keg@iers, insufficient manufacturing availabilityeliance on third parties to manufacture and
test our products, fluctuations in general econoaunditions, international and political conditigrnthe loss of an important customer, our
ability to safeguard our intellectual property, @dopments in and expenses related to litigatioa,dtcome of litigation or regulatory
actions, developments in litigation settlementsemeination by the NASDAQ Listing Qualificationsnehto delist our stock, and the matters
set forth in this Annual Report on Form 10-K/A. 3&éorward-looking statements speak only as ofiie hereof. Except as required by law,
we expressly disclaim any obligation or undertakingelease publicly any updates or revisions tg forward-looking statements contained
herein to reflect any change in our expectationth wegard thereto or any change in events, condgior circumstances on which any such
statement is based.

” ”ou ”

In the sections of this Report entitled “Item 1sBess”, “Item 1A. Risk Factors”, “Item 5. Markedf Registrant's Common Equity,
Related Stockholder Matters and Issuer Purchas&sjaity Securitie”, “Item 6. Selected Financial Data”, and “ltem Management’s
Discussion and Analysis of Financial Condition delsults of Operatio” all references to “NVIDIA,” “we,” “us,” “our” or the
“Company” mean NVIDIA Corporation and its subsidies, except where it is made clear that the terrama@nly the parent company.

NVIDIA, GeForce, SLI, GoForce, NVIDIA Quadro, NVMDhForce, TurboCache, PureVideo and the NVIDIA lagoour trademarks
or registered trademarks in the United States ati@iocountries that are used in this document. Vilg atso refer to trademarks of other
corporations and organizations in this document.
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Overview
Our Company

NVIDIA Corporation is the worldwide leader in pr@gnmable graphics processor technologies. Our ptedunhance the end-user
experience on consumer and professional compugrges. We have four major product-line operatiegnsents: graphics processing units,
or GPUs, media and communications processors, dPdvi8andheld GPUs, and Consumer Electronics. Olr BBiness is composed of
products that support desktop personal computei®Cs, notebook PCs and professional workstatimmsMCP Business is composed of
NVIDIA nForce products that operate as a si-chip or chipset that can off-load system functisuch as audio processing and network
communications, and perform these operations inttbgly from the host central processing unit, BtJCour Handheld GPU Business is
composed of products that support handheld persbigithl assistants, cellular phones and other hakliddevices; and our Consumer
Electronics Business is concentrated in produetsdhpport video game consoles and other digitaswmer electronics devices and is
composed of our contractual arrangements with Stmmputer Entertainment, or SCE, to jointly devedopustom GPU incorporating our
next-generation GeForce GPU and SCE’s system snhiih SCE's PlayStation3, sales of our Xbox-relggeducts, revenue from our
license agreement with Microsoft Corporation, ocisoft, relating to the successor product to timétial Xbox gaming console, the
Xbox360, and related devices, and digital medi@gssor products. We were incorporated in Califoimi@&pril 1993 and reincorporated in
Delaware in April 1998. Our headquatrter facilitege in Santa Clara, California. Our Internet adslisg/ww.nvidia.com

Original equipment manufacturers, or OEMs, origi@$ign manufacturers, or ODMs, add-in-card manufacs, system builders and
consumer electronics companies worldwide utilizelDM digital media processors as a core componéttiair entertainment and business
solutions. Our award-winning GPUs deliver supeperformance and crisp visual quality for PC-baggulieations such as manufacturing,
science, e-business, entertainment and educationcriically-acclaimed MCPs perform highly demamglimultimedia processing for secure
broadband connectivity, communications and breakitfin audio functions. Our handheld GPUs deliveadwanced visual experience by
accelerating graphics and video applications wihilglementing design techniques that result in lggtformance and low power
consumption.

Our Business
GPU Business

The combination of the programmable GPU with Mioftis, DirectX 9.0 high-level shading language ilwn as DirectX 9.0 GPUs.
The flexibility and power of DirectX 9 GPUs can amice high-definition, or HD, digital video, imagepessing and editing for digital
photographs, as well as bring a “cinematic lottktomputer graphics. Technology and market leddfers this generation of GPUs contini
to be a key element of our corporate strategy.stieeessful production launch of our GeForce 68@6800 GPU series in fiscal 2005 led to
our increase in market share from 21% to 67% oPtdormance DirectX 9.0-compatible graphics cdl@resegment, according to the
Mercury Research Fourth Quarter 2003 and 2004 RpltEes Reports, respectively. In fiscal 2006, dratsgy was to extend our
architectural and technology advantage by leadiegrtdustry with our second-generation GPU to stppimectX 9 Shader Model 3.0 - the
GeForce 7800 GPU. By successfully extending owtdeship position in the performance segment wighptoduction release of the GeForce
7800 in June 2005, we grew our market share fro%h 8779%, according to the Mercury Research FoQutharter 2004 and 2005 PC
Graphics Reports, respectively. In January 2006aweched and initiated sales of the GeForce 7320,®ur first mainstream version of the
GeForce 7 Series. The GeForce 6 and 7 Series geshtbnotebook GPUs are designed to be compatithevicrosoft’'s next generation
operating system, Microsoft Windows Vista, or Vjstdnich is scheduled to be released in the secatichcalendar 2006. Vista is expected
to mark a dramatic improvement in the way the Wimsloperating system takes advantage of the PC’s 6Rbvide a positive user
experience.

The NVIDIA Quadro brand has become the benchmagedbrmance and compatibility for the professiandustry. During fiscal
2006, the growth in our Quadro professional wottksteproducts was a reflection of the digital raxtain sweeping nearly every industry,
from industrial design, to industrial styling, titnf, to HD broadcast, to medical imaging and margrenin the future, we expect the growth
of our professional workstation products to beuaficed by the demand for HD content creation, Hi2wiediting and HD broadcast.

2



Table of Contents

MCP Business

The NVIDIA nForce family of products represents MEPs for Advanced Micro Devices, Inc., or AMD, aimtiel Corporation, or
Intel,-based desktop, notebook, professional watlesis and servers. Our strategy for MCPs aligrtls what we anticipate will drive growth
such as multi-core, ever-increasing-speed netwgréitd storage technologies, and integration of ¢dexieatures such as virtualization,
security processing, network processing and mdre.If-Stat Trendy Chipset for the x86 ProcessooRgpojects strong growth for PC
chipsets through the end of this decade: from Biflién in 2006 to over $10 billion in 2009. In Sember 2005, we introduced our first
integrated graphics core logic solutions in moanttwo years, the GeForce 6100 Series GPU and NViBorce 400 Series MCP. We offer
the industry’s first and only integrated core lotfideature DirectX 9.0 and Shader Model 3.0 tetbmyo We also offer PureVideo
technology, a HD video processor designed to deliMeome theatequality movie watching experience on PCs and meeligers. NVIDIA i
now the third largest core logic supplier in therlpaccording to the Mercury Research Fourth Qu&t005 PC Graphics Report. We are the
largest supplier of AMD 64 chipsets with 38% segtrsttare. NVIDIA nForce MCP unit shipments for AMDBdsed CPUs increased over
510% year-over year, based on the Mercury Reséaratth Quarter 2005 PC Processor Forecast Report.

Handheld GPU Business

Our strategy in our Handheld GPU Business is td Ieaovation and capitalize on the emergence otéllelar phone as a versatile
consumer lifestyle device. The hallmark of everyide in the NVIDIA GoForce product family is to pride a highperformance, visually ric
multimedia experience on cellular phones and hdddievices. These products deliver an advancedbestperience by accelerating grap
and video applications, and supporting the mostatelad features and capabilities. GoForce handhelds@mplement innovative design
techniques, both inside the chips and at the sykteeh, which result in high performance and lordtéry life. These technologies enhance
visual display capabilities, improve connectivig;d minimize chip and system-level power consumpi@oForce products can be found in
advanced multimedia cellular phones, PDAs, andrdthadheld devices.

Consumer Electronics Business

Our Consumer Electronics Business is composed of@ntractual arrangements with SCE to jointly depe custom GPU
incorporating our next-generation GeForce GPU aBH’S system solutions in SCE’s PlayStation3, safesur Xbox-related
products, revenue from our license agreement wittrddoft relating to the successor product to timiral Xbox gaming console, the
Xbox360, and related devices, and digital medizg@ssor products. During the first quarter of fi2@06, Microsoft indicated that it would
not order any more Xbox-related products from terafur second fiscal quarter. As a result, theséguarter of fiscal 2006 was the last
quarter during which we recognized revenue fromstide of our Xbox-related products to Microsoft.

Our Products

We have four major product groups: GPUs, MCPs, HaltiGPUs, and Consumer Electronics. Each of aagtymt lines is designed to
provide the advanced processing of a combinatiagrayhics, HD video, audio, communications, netws@kurity and storage. Our products
are designed to support and deliver the maximurfopeance for the most current standards as detedhy each industry segment, and to
provide a comprehensive set of features that emhtdngcoverall operation and compatibility of eatdtfprm they support.

GPUs. Our GPU products support desktop PCs, notebookalR@professional workstations. We have three nfajoilies of GPUs:
GeForce, Go and NVIDIA Quadro.

GeForce. The GeForce family represents our desktop GPdsratudes the GeForce7, GeForce 6, GeForce F)Gatabrced families.
In March 2005, we introduced two new GeForce 6 GRUsL2MB version of the GeForce 6800 Ultra degigfioe the enthusiast segment,
and a new lower-cost AGP version of the GeForc®8z2BU, designed to bring DirectX 9.0 Shader Mod@lt8chnology to the mainstream
segment. Our most advanced GPU family is the
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GeForce 7 series. In June 2005, we launched apgesthiour second generation Shader Model 3.0 GRUG#irorce 7800 GTX, which is
designed to address the high-end enthusiast deBkogegment. In August 2005, we launched and stippesecond GeForce 7 GPU, the
GeForce 7800 GT, which is designed to addressitiednd performance desktop PC segment. In Novembés, 20®introduced and shipp
the GeForce 7800 GTX 512 GPU, which contains o@rrillion transistors and is the industry’s onlgimstream GPU to incorporate 64-bit
high dynamic range, or HDR. The GeForce 7800 a&&sPUs is designed for the enthusiast consumensey In November 2005, we
introduced the GeForce 6800 GS GPU, which is desidor the mainstream segment. In January 2006awehed and shipped the GeForce
7300 GS and GeForce 7300 LE GPUs, our first maasirversions of the GeForce 7 Series. The GeFé@@ &hd GeForce 6200, the
GeForce FX 5200 and GeForce4 currently deliverlanioa of performance and features for the mainstregasktop PC segments.

GeForce Go and NVIDIA Quadro Gohe GeForce Go and NVIDIA Quadro Go families repreour notebook GPUs and include the
GeForce 7 Go, GeForce 6 Go, GeForce FX Go, GeF@oge4nd NVIDIA QuadroFX Go GPUs. These GPUs asigied to deliver desktop
graphics performance and features for multiple mmdé& configurations from desktop replacements, imeltlia notebooks and thin-and-lights
to notebook workstations. The GeForce Go produetsiasigned to serve the needs of both professammhtonsumer users. The NVIDIA
Quadro Go products are designed to serve the méadarkstation professionals in the area of prodlegign and digital content creation. In
February 2005, we introduced the GeForce Go 6680Gatorce Go 6800 Ultra notebook GPUs, both of vhie designed specifically to
deliver advanced multimedia functionality withoatsficing portability. In September 2005, we labad and shipped the new GeForce Go
7800 GTX, the flagship of the NVIDIA notebook GPtbgduct line. In January 2006, we introduced a cateplamily of notebook GPUshe
GeForce Go 7800, GeForce Go 7600 and GeForce Gb-#&llbased on our second generation Shader Modelr8litecture and designec
deliver cutting-edge 3D, HD home theatre-qualityea and advanced power management to the notebgoiest.

NVIDIA Quadro.The NVIDIA Quadro branded products are designdaketoobust, high-performance professional workstagimutions
that are available for high-end, mid-range, enétyel and multi-display product lines. The NVIDIA &dro family, which consists of the
NVIDIA Quadro FX, NVIDIA Quadro4 and the NVIDIA Quito NVS professional workstation processors aréydesl to meet the needs ¢
number of workstation applications such as indakfioduct design, digital content creation, naredir video editing, scientific and medical
visualization, general purpose business and firhtreiding. NVIDIA Quadro products are fully ceigifl by several software developers for
professional workstation applications, and aregiexi to deliver the graphics performance and pmtiequired by professional applicatic
In July 2005, we introduced two new NVIDIA Quadr® s, the NVIDIA Quadro FX 4500 and the NVIDIA QuadfX 3450, which are
designed for the high-end and mainstream profeabsBgments, respectively. Both products supparBealable Link Interface, or SLI,
technology. In October 2005, we announced thatredhe exclusive provider of all graphics cardsthar first peripheral component
interconnect, or PCI, Express platform from Applen@uter, Inc., or Apple. In addition, the first evgple Power Mac will incorporate our
Quadro Professional-class GPU.

MCPs. Our MCP product family, known as NVIDIA nForce, gagpts desktop PCs, notebook PCs, professional waiiss and
servers.

NVIDIA nForce.The NVIDIA nForce family represents our MCPs for B\Mand Intel-based desktop PCs, notebook PCs, siofes
workstations and servers and includes the NVIDIAncE2, NVIDIA nForce3, NVIDIA nForce4, NVIDIA nFoecProfessional, GeForce
6100 Series GPUs and NVIDIA nForce 400 Series M@fherboard solutions. We define an MCP as a sialgie-or chipset that can offad
system functions, such as audio processing andonkemommunications, and perform these operatiodspendently from the host CPU. The
NVIDIA nForce?2 integrates a comprehensive set oltimedia capabilities, such as t-dimensional, or 2D, three-dimensional, or 3D, @i
video disc, or DVD, HD television, or HDTV, Dolbyifital audio playback and fast broadband and nétingrcommunications. The
NVIDIA nForce2 family is designed to be compatibligh AMD’s Sempron microprocessors. The NVIDIA nForce3 BMIDIA nForce4
families are single-chip MCPs, designed to be cdiblgawith AMD64 and Opteron 68it CPUs. The NVIDIA nForce3 products are desic
to complement 64-bit CPUs
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and deliver innovative technologies for networkisgprage and system performance. NVIDIA nForce4lpects are designed to provide a
combination of SLI technology and PCI Express supfoo Intel and AMD64 and Opteron-based platforimsApril 2005, we announced the
availability of our NVIDIA nForce4 SLI Intel Editio MCP for Intel-based platforms. This line of cdogic solutions incorporates a host of
new and innovative features that had never befeeam lavailable on the Intel platform and extended\KIDIA nForce brand into new
segments. In June 2005, we made our SLI techn@ugiable to users in the mainstream segment Witré¢lease of our GeForce 6600 GPU.
In August 2005, we announced that the NVIDIA nFdr&t| X16 Intel Edition technology featured in tBell Dimension XPS 600 desktop
PC was immediately available. In September 2005ntveduced our first motherboard graphics solitionmore than two years, the GeF«
6100 Series GPU and NVIDIA nForce 400 Series MCR.df¥er the industry’s first and only integratedetogic to feature DirectX 9.0 and
Shader Model 3.0 technology. In January 2006, wmanced two new MCPs for the Intel platform, thelNA nForce4 SLI XE and
NVIDIA nForce4 Ultra, both of which provide the $gg-builder and do-it-yourself communities with twoméower cost discrete
motherboard solutions for Intel PC platforms.

Handheld GPUs Our Handheld GPU product family, known as GoFostpports handheld personal digital assistantspétsi?and
multimedia cellular phones.

GoForce.The GoForce family represents our handheld GPUa feide range of multimedia cellular phones anddhaid devices. The
GoForce 2100 and GoForce 2150 GPUs are two ofrthindheld GPUs to offer hardware acceleratiagirees for 2D graphics to
manufacturers that support liquid crystal disptayl CD, screen resolutions up to 320 x 240 pix€he GoForce 3000 and GoForce 4000
offer a host of advanced features for cellular gsoand PDAs, including support for up tonggapixel image capture, accelerated graphic
gaming, and motion Joint Photographic Experts GroudPEG, capture and playback. Our GoForce 4808porce 4500 and GoForce 4800
handheld GPUs are the first to provide programmablehaders, along with high-quality multi-megapst@| image and video processing in
a single-chip package. Using dedicated hardwarel@@tor engines, the GoForce family delivers figformance multimedia applications
and drives high-resolution displays, while extegdirmandheld battery life through a variety of unigpaever management techniques. In the
third quarter of fiscal 2006, Motorola Inc. and $dtricsson Mobile Communications AB launched TH&dneration, or 3G, models of their
RAZR and Walkman portable phones, respectivelyt,ah@both powered by our GoForce GPUs.

Consumer ElectronicsOur Consumer Electronics product group is concedran products that support video game consoldsoérer
digital consumer electronics devices.

Playstation3.In April 2005, we finalized our definitive agreemavith SCE to jointly develop a custom GPU incomgorg our next-
generation GeForce GPU and SCE’s system solutioBE€E’s PlayStation3. In addition, we are licensnffware development tools for
creating shaders and advanced graphics capabibti®€E. We have successfully reached many deveopmilestones and we believe that
we are on target to achieve the goals set by S@Eruthis agreement.

Xbox.Our Xbox platform processor supported Microsoftigial Xbox video game consoleThe Xbox platform processor featured
dual-processing architecture, which included outGlesigned specifically for the Xbox, or XGPU, angd MCP to power the Xbox’s
graphics, audio and networking capabilities. We &lave a license agreement with Microsoft relatimthe successor product to their initial
Xbox gaming console, the Xbox360, and related aevi®uring the first quarter of fiscal 2006, Mianétsndicated that it would not order a
more Xbox-related products from us after our sedswél quarter. As a result, the second quartdisoal 2006 was the last quarter during
which we recognized revenue from the sale of ounxXkelated products to Microsoft.

Our Strategy

We design our GPUs, MCPs and handheld GPUs to enaiblPC OEMs, ODMSs, system builders, motherboaddaald-in board
manufacturers, and cellular phone and consumeiretécs OEMs, to build award-winning products byivkring state-of-the-art features,
performance, compatibility and power efficiency lghhaintaining competitive pricing and profitahjlifWe believe that by developing 3D
graphics, HD video and media communications sahgtithat provide superior performance and addreskei requirements of each of the
product segments we serve, we will acceleratedoptéion of HD digital media platforms and devicksotighout these segments. We com
scalable architectural technology with mass magkehomies-of-scale to deliver a complete familpmfducts that spans professional
workstations, to consumer PCs, to mulitmedia-riehu¢ar phones.
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Our objective is to be the leading supplier of parfance GPUs, MCPs and handheld GPUs. Our cuwensfis on the desktop PC,
professional workstation, notebook PC, serversjtmatlia-rich cellular phones and video game conpadeluct lines, and we plan to expand
into other product lines. Our strategy to achidis tbjective includes the following key elements:

Build Award-Winning, Architecturally-Compatible 3Braphics, HD Video, Media Communications and Low&oProduct Families
for the PC, Handheld and Digital Entertainment Réains. Our strategy is to achieve market share leadeishthese platforms by providing
award-winning performance at every price point.dg@yeloping 3D graphics, HD video and media commatioas solutions that provide
superior performance and address the key requirsnoéthese platforms, we believe that we will dee the adoption of 3D graphics and
rich digital media.

Target Leading OEMs, ODMs and System Build@sr strategy is to enable our leading PC, hamdaetl consumer electronics OEMs,
ODMs and major system builder customers to diffeada their products in a highly competitive magtate by using our digital media
processors. We believe that design wins with tliredestry leaders provide market validation of otoducts, increase brand awareness and
enhance our ability to penetrate additional leadimgtomer accounts. In addition, we believe thaselrelationships with OEMs and ODMs
will allow us to better anticipate and address @ungtr needs with future generations of our products.

Sustain Technology and Product Leadership in 3DpBies and HD Video, and Media Communications and Power. We are
focused on using our advanced engineering capabitib accelerate the quality and performance ofj@&phics, HD video, media
communications and low power processing in PCshamdiheld devices. A fundamental aspect of ouregjyais to actively recruit the best :
graphics and HD video, networking and communicatiengineers in the industry, and we believe thahawe assembled an exceptionally
experienced and talented engineering team. Ouaresand development strategy is to focus on ceently developing multiple generations
of GPUs, MCPs and handheld GPUs using independsigmiteams. As we have in the past, we intendéchis strategy to achieve new
levels of graphics, networking and communicatia®tdires and performance and low power designsliegatur customers to achieve
award-winning performance in their products.

Increase Market ShareWe believe that substantial market share wilinygortant to achieving success. We intend to ach&leading
share of the market by devoting substantial regsute building award-winning families of produots & wide range of applications.

Use Our Expertise in Digital MultimediaWe believe the synergy created by the combinatf@D graphics, HD video and the Internet
will fundamentally change the way people work, teaommunicate and play. We believe that our eigeeih HD graphics and system
architecture positions us to help drive this transfation. We are using our expertise in the prangsand transmission of high-bandwidth
digital media to develop products designed to aglditiee requirements of high-bandwidth concurreritimedia.

Use our Intellectual Property and Resources to Emi® License and Development Contradsiring fiscal 2006, we entered into
license arrangements that require significant enigation of our intellectual property componentsl are anticipate that we will enter into
additional agreements during fiscal 2007. For lggarrangements that require significant customoizatf our intellectual property
components, we generally recognize this licenseme® using the percentage-of-completion methodafunting over the period that
services are performed. For example, in April 2008 finalized our definitive agreement with SCHdimtly develop a custom GPU
incorporating our next-generation GeForce GPU aBB'S system solutions in SCE’s PlayStation3. Oulaboration with SCE includes
license fees and royalties for the PlayStation3ahderivatives, including next-generation digitansumer electronics devices. In addition,
we are licensing software development tools foating shaders and advanced graphics capabiliti8E®.
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Sales and Marketing

Our worldwide sales and marketing strategy is apgaay of our objective to become the leading s@ppf performance GPUs, MCPs,
and handheld GPUs for PCs, handheld devices arslinwer electronics platforms. Our sales and margééiams work closely with each
industry’s respective OEMs, ODMs, system integtarotherboard manufacturers, add-in board manuferst and industry trendsetters,
collectively our channel, to define product featungerformance, price and timing of new producteniers of our sales team have a high
level of technical expertise and product and ingustowledge to support a competitive and complesigh win process. We also employ a
highly skilled team of application engineers toiststhe channel in designing, testing and qualdfysystem designs that incorporate our
products. We believe that the depth and qualityusfdesign support are key to improving the chdarishe-to-market, maintaining a high
level of customer satisfaction within the channed fostering relationships that encourage customeeuse the next generation of our
products.

In the GPU, MCP, and handheld GPU segments we sthiwsales process involves achieving key desiga with leading OEMs and
major system integrators and supporting the prodesign into high volume production with key ODMsptherboard manufacturers and add-
in board manufacturers. These design wins in toftnénce the retail and system integrator chartratlis serviced by add-in board and
motherboard manufacturers. Our distribution striaiedo work with a number of leading independeriteact equipment manufacturers, or
CEMs, ODMs, motherboard manufacturers, add-in bazdufacturers and distributors each of which b&gionships with a broad range of
major OEMs and/or strong brand name recognitiaihénretail channel. In the handheld GPU segmentsamee, the sales process primarily
involves achieving key design wins directly witte leading handheld OEMs and supporting the prodiesign into high-volume production.
Currently, we sell a significant portion of our & media processors directly to distributors, GEMDMs, motherboard manufacturers and
add-in board manufacturers, which then sell boardssystems with our products to leading OEMsjlretdlets and to a large number of
system integrators. Although a small number ofaustomers represent the majority of our revenuedr #nd customers include a large
number of OEMs and system integrators throughatatbrid.

As a result of our channel strategy, our salesamesed on a small number of customers. Sales ¢éonEtechnology Co., Ltd., or Edom,
accounted for 14% and sales to Asustek Computerdn@ésustek, accounted for 12% of our total resxefor fiscal 2006. Edom is an
independent distributor and Asustek is a CEM.

To encourage software title developers and pubiésttedevelop games optimized for platforms utiligour products, we seek to
establish and maintain strong relationships insthfeware development community. Engineering andketarg personnel interact with and
visit key software developers to promote and disauws products, as well as to ascertain productirespents and solve technical problems.
Our developer program makes products availablewldpers prior to volume availability in orderéncourage the development of software
titles that are optimized for our products.

Backlog

Our sales are primarily made pursuant to standarchpse orders. The quantity of products purchbgeaalir customers as well as
shipment schedules are subject to revisions tifl@ctechanges in both the customers’ requirememdsia manufacturing availability. The
semiconductor industry is characterized by shed féme orders and quick delivery schedules. Intlaf industry practice and experience, we
believe that only a small portion of our backlogném-cancelable and that the dollar amount assatiaith the non-cancelable portion is not
significant. We do not believe that a backlog aarmf particular date is indicative of future result

Seasonality

Our industry is largely focused on the consumedpets market. Due to the seasonality in this makkettypically expect to see
stronger revenue performance in the second halfeo€alendar year related to the back-to-schoohatiday seasons.

7



Table of Contents

Manufacturing

We do not directly manufacture semiconductor wafisisd for our products. Instead we utilize wh&niswn as a “fabless”
manufacturing strategy for all product-line opeargtsegments whereby we employ world-class supglerall phases of the manufacturing
process, including wafer fabrication, assemblytingsand packaging. This strategy uses the expesfisndustry-leading suppliers that are
certified by the International Organization for ®lardization, or ISO, in such areas as fabricatssembly, quality control and assurance,
reliability and testing. In addition, this strateg§ows us to avoid many of the significant costd asks associated with owning and operating
manufacturing operations. Our suppliers are alspamsible for procurement of most of the raw matsnised in the production of our
products. As a result, we can focus our resourngzaduct design, additional quality assuranceketarg and customer support.

We utilize industry-leading suppliers, such as @vad Semiconductor Manufacturing, or CharteredhiSenductor Manufacturing
International Corporation, or SMIC, Taiwan Semicoctr Manufacturing Corporation, or TSMC, and Udidicroelectronics Corporation,
or UMC, to produce our semiconductor wafers. Wa thiidlize independent subcontractors, such as Ack@iSemiconductor Engineering, or
ASE, Amkor Technology, King Yuan Electronics CoTD, or KYEC, Siliconware Precision Industries Compéa td., or SPIL, and STATS
ChipPAC Incorporated to perform assembly, testimg) packaging of most of our products.

We typically receive semiconductor products from swbcontractors, perform incoming quality assueaaurad then ship them to CEMs,
distributors, motherboard and add-in board manufactcustomers from our third-party warehouse imgigong. Generally, these
manufacturers assemble and test the boards basmd design kit and test specifications, and thep #he products to retailers, system
integrators or OEMs as motherboard and add-in bsaldions.

Inventory and Working Capital

Our management focuses considerable attention oagireg our inventories and other working-capitddted items. We manage
inventories by communicating with our customers tireh using our industry experience to forecastatafron a product-by-product basis.
We then place manufacturing orders for our prodti@sare based on this forecasted demand. Theityaiproducts actually purchased by
our customers as well as shipment schedules ajecsuid revisions that reflect changes in bothdhstomers’ requirements and in
manufacturing availability. We generally maintaubstantial inventories of our products becauses#miconductor industry is characterized
by short lead time orders and quick delivery schesiu

Research and Development

We believe that the continued introduction of newl anhanced products designed to deliver leadingraphics, HD video, audio, low
power communications, storage, and secure netwgppeénformance and features is essential to ourdiguccess. Our research and
development strategy is to focus on concurrentiyetiging multiple generations of GPUs, MCPs anddtetd GPUs using independent
design teams. Our research and development effertperformed within specialized groups consistihgoftware engineering, hardware
engineering, very large scale integration desigyirexering, process engineering, architecture agoridhms. These groups act as a pipeline
designed to allow the efficient simultaneous depaient of multiple generations of products.

A critical component of our product developmenbeffs our partnerships with leaders in the compaiged design, or CAD, industry.
We invest significant resources in the developnoémelationships with industry leaders, includingdénce Design Systems, Inc., and
Synopsys, Inc., often assisting these companigsiproduct definition of their new products. Wdidnee that forming these relationships and
utilizing next-generation development tools to dassimulate and verify our products will help esain at the forefront of the 3D graphics
market and develop products that utilize leadingeeiichnology on a rapid basis. We believe thisaamh assists us in meeting the new
design schedules of PC OEM and other manufacturers.
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We have substantially increased our engineeringegtthical resources from fiscal 2005, and have4Lfall-time employees engaged
in research and development as of January 29, 200@ared to 1,231 employees as of January 30, Zffng fiscal 2006, 2005 and 2004,
we incurred research and development expenditdi®35Y.1 million, $348.2 million and $292.2 milliprespectively.

Competition

The market for GPUs, MCPs and handheld GPUs isselg competitive and is characterized by rapitinetogical change, evolving
industry standards and declining average sellilgepr We believe that the principal competitivetdas in this market are performance,
breadth of product offerings, access to customeasdéstribution channels, backward-forward softwsupport, conformity to industry
standard application programming interfaces, orsARlanufacturing capabilities, price of processm total system costs of addboards ¢
motherboards. We believe that our ability to ren@impetitive will depend on how well we are ablaiticipate the features and functions
that customers will demand and whether we aretaldieliver consistent volumes of our products aeatable levels of quality. We expect
competition to increase both from existing compesitand new market entrants with products that bealess costly than ours, or may pro
better performance or additional features not mediby our products. In addition, it is possiblatthew competitors or alliances among
competitors could emerge and acquire significanketshare.

An additional significant source of competitiorfism companies that provide or intend to providdJGRICP, and Handheld GPU
solutions. Some of our competitors may have greataketing, financial, distribution and manufaabgrresources than we do and may be
more able to adapt to customer or technologicahgbs. Our current competitors include the following

» suppliers of discrete MCPs that incorporate a coatinn of networking, audio, communications ancutgutput, or I/O,
functionality as part of their existing solutioissich as ATI Technologies, Inc., or ATI, Broadconrfiwation, or Broadcom, and
Intel;

» suppliers of GPUs, including MCPs that incorpo@iegraphics functionality as part of their existegutions, such as ATI, Intel,
Matrox Electronics Systems Ltd., Silicon Integra®atems, Inc., VIA Technologies, Inc., and XGI fieglogy Inc.; anc

» suppliers of GPUs or GPU intellectual propertyiandheld and embedded devices that incorporateadstayraphics functionality
as part of their existing solutions, such as ATitb8ys, Broadcom, Fujitsu Limited, Imagination Teckogies Ltd., NEC
Corporation, Qualcomm Incorporated, Renesas TeolggdaCorp., Seiko-Epson, Texas Instruments Incotpdraand Toshiba
America, Inc.

We expect substantial competition from Intel’s peied focus on moving to selling platform solutsoslominated by Intel products,
such as when Intel achieved success with its Genpiatform solution. In addition to its currentr@éno notebook platform initiative, and its
announced upcoming desktop initiative branded &¥,\Me expect that Intel is now focused on devatgpand selling platform solutions for
all segments including professional workstations servers. If Intel continues to pursue thesedtiites, we may not be able to successfully
compete in these segments.

If and to the extent we offer products outsidehef tonsumer and enterprise PC, notebook, worksta®DA, cellular phone, and video
game console markets, we may face competition 8ome of our existing competitors as well as frobrmpanies with which we currently do
not compete. We cannot accurately predict if wé @@mpete successfully in any new markets we magrel we are unable to compete in
our current and any new markets, our financialltesull suffer.

Patents and Proprietary Rights

We rely primarily on a combination of patents, trathrks, trade secrets, employee and third-partgisclosure agreements and
licensing arrangements to protect our intellecpwaperty in the United States and internationalyr issued patents have expiration dates
from September 4, 2007 to September 2, 2024. We hamerous patents issued and pending in the USiteds and in foreign countries.
Our patents and pending patent
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applications relate to technology used by us imeation with our products, including our digital die processors. We also rely on
international treaties and organizations and foréégvs to protect our intellectual property. We thmmously assess whether and where to seel
formal protection for particular innovations andhaologies based on such factors as: the commeigigficance of our operations and our
competitors’ operations in particular countries aggions; the location in which our products arenaofactured; our strategic technology or
product directions in different countries; and tiegyree to which intellectual property laws exist ane meaningfully enforced in different
jurisdictions.

Our pending patent applications and any futureiegibns may not be approved. In addition, anyadspatents may not provide us v
competitive advantages or may be challenged by fharties. The enforcement of patents by othersmaay our ability to conduct our
business. Others may independently develop suletargquivalent intellectual property or otherwigain access to our trade secrets or
intellectual property. Our failure to effectivelygtect our intellectual property could harm ouribass. We have licensed technology from
third parties for incorporation in our digital madirocessors, and expect to continue to entetiggnse agreements for future products. T
licenses may result in royalty payments to thirdipa, the cross licensing of technology by usayrpent of other consideration. If these
arrangements are not concluded on commercialloredde terms, our business could suffer.

Employees

As of January 29, 2006 we had 2,737 employeesd4lg6®&hom were engaged in research and developameht,083 of whom were
engaged in sales, marketing, operations and admaitive positions. None of our employees are cavérecollective bargaining agreements,
and we believe our relationships with our employaesgood.

Financial Information by Business Segment and Geogphic Data

Our Chief Executive Officer, who is considered ®dur chief operating decision maker, or CODM, e financial information
presented on an operating segment basis for pusmdseaking operating decisions and assessingdiabperformance. During the first
quarter of fiscal 2006, we reorganized our opegasiegments to bring all major product groups ie livith our strategy to position ourselves
as the worldwide leader in programmable graphiosgssor technologies. We now report financial imfation for four productine operating
segments to our CODM: the GPU Business is composptbducts that support desktop PCs, notebookad@gprofessional workstations;
the MCP Business is composed of NVIDIA nForce puigithat operate as a single-chip or chipset #aindéf-load system functions, such as
audio processing and network communications, anidie these operations independently from the B63t); our Handheld GPU Business
is composed of products that support handheld patshgital assistants, cellular phones and otlaadheld devices; and our Consumer
Electronics Business is concentrated in produetsdhpport video game consoles and other digitadwmer electronics devices and is
composed of revenue from our contractual arrangésmeith SCE to jointly develop a custom GPU incagimg our next-generation
GeForce GPU and SCE'’s system solutions in SCEsI®ddion3, revenue from sales of our Xbox-relatemtipcts, revenue from our license
agreement with Microsoft relating to the succegsoduct to their initial Xbox gaming console, thbo%360, and related devices, and digital
media processor products. In addition to theseatiper segments, we have the “All Other” categosgt thcludes human resources, legal,
finance, general administration and corporate ntargexpenses, which total $123.9 million and $01@illion for fiscal 2006 and 2005,
respectively, that we do not allocate to our othyerating segments. “All Other” also includes thsults of operations of other miscellaneous
operating segments that are neither individualporeable, nor aggregated with another operatingheed. Revenue in the “All Other”
category is primarily derived from sales of memakit.prior period amounts have been restated tiecebur new reporting structure.

Our CODM does not review any information regardioigl assets on an operating segment basis. Opgi#gments do not record
intersegment revenue, and, accordingly, theremg no be reported. The accounting policies for sggmeporting are the same as for
NVIDIA as a whole. The information included in Ndté of the Notes to Consolidated Financial Statemisrhereby incorporated |
reference.
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Executive Officers of the Registrant
The following sets forth certain information regiagiour executive officers, their ages and thesipans as of January 29, 2006:

Name Age  Position

Jer-Hsun Huang 42 President, Chief Executive Officer and Direc
Marvin D. Burkett 63 Chief Financial Office!

Ajay K. Puri 51 Senior Vice President, Worldwide Sa

Jeffrey D. Fishe 47 Senior Vice President, GPU Business L

David M. Shannol 50 Senior Vice President, General Counsel and Segr
Daniel F. Vivoli 45 Senior Vice President, Marketit

Jen-Hsun Huango-founded NVIDIA in April 1993 and has served tsHresident, Chief Executive Officer and a mendfehe Board
of Directors since its inception. From 1985 to 19918. Huang was employed at LS| Logic Corporatiarcomputer chip manufacturer, where
he held a variety of positions, most recently a®@bor of Coreware, the business unit responsdle $1's “system-on-a-chipstrategy. Fron
1983 to 1985, Mr. Huang was a microprocessor desifgm Advanced Micro Devices, a semiconductor canyp Mr. Huang holds a B.S.E.E.
degree from Oregon State University and an M.S.&egree from Stanford University.

Marvin D. Burketfoined NVIDIA as Chief Financial Officer in Septemt2002. From February 2000 until joining NVIDIA,
Mr. Burkett was a financial consultant and serve€hief Financial Officer of Arcot Systems, a ségusoftware company. From 1998 to
1999, Mr. Burkett was the Executive Vice Presidamd Chief Financial Officer of Packard Bell NEC..NBurkett also previously spent 26
years at Advanced Micro Devices, Inc., or AMD, wdbe held a variety of positions including Chiefidicial Officer, Senior Vice Preside
and Corporate Controller. Mr. Burkett holds B.Sd &m.B.A. degrees from the University of Arizona.

Ajay K. Purijoined NVIDIA in December 2005 as Senior Vice Pdesit, Worldwide Sales. Prior to NVIDIA, he held fims in sales,
marketing, and general management over a 22-yeaercat Sun Microsystems, Inc. Mr. Puri previodstyd marketing, management
consulting, and product development positions atlet-Packard Development Company, L.P., Booz Almilton Inc., and Texas
Instruments Incorporated. Mr. Puri holds an M.Bfsdm Harvard University, an M.S.E.E. degree fronit€zh, and a B.S.E.E. degree from
the University of Minnesota.

Jeffrey D. Fishejoined in July 1994 and served as the Executive Vesident, Worldwide Sales of NVIDIA until Deceent2005,
when he became Senior Vice President of the GPUihBss Unit. He has over 20 years of sales and riiagkexperience in the
semiconductor industry. Mr. Fisher holds a B.S.Eé&gree from Purdue University and an M.B.A. dedrem Santa Clara University.

David M. Shannonjoined NVIDIA in August 2002 as Vice President @adneral Counsel. Mr. Shannon became Secretary/ b
in April 2005 and a Senior Vice President in Decen005. From 1993 to 2002, Mr. Shannon held varmmunsel positions at Intel,
including the most recent position of Vice Presidemd Assistant General Counsel. Mr. Shannon aksctiped for eight years in the law firm
of Gibson Dunn and Crutcher, focusing on complexmercial and high-technology related litigation..lhannon holds B.A. and J.D.
degrees from Pepperdine University.

Daniel F. Vivolibecame the Senior Vice President, Marketing in Béssr 2005. Mr. Vivoli served as Executive Vice Riest of
Marketing from December 1997 to December 2005. F1688 to December 1997, Mr. Vivoli held managenpasitions, most recently as
Vice President of Product Marketing, at Silicon @r&s, Inc., a computing technology company. Fr@83lto 1988, Mr. Vivoli held various
marketing positions at Hewlett-Packard Company.Wiwoli holds a B.S.E.E. degree from the Universifyllinois at Champaign-Urbana.
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Available Information

Our Annual Report on Form 10-K, quarterly repomsFmrm 10-Q, current reports on Form 8-K and, fflagable, amendments to those
reports filed or furnished pursuant to Section 18fahe Exchange Act are available free of chang@r through our Internet website,
http://www.nvidia.com, as soon as reasonably prabte after we electronically file such materiathwior furnish it to, the Securities and
Exchange Commission. Our website and the informatantained therein as connected thereto is nend#d to be incorporated into the
Annual Report on Form 10-K/A.

As discussed in the Explanatory Note we conclutlatiwe need to amend our Original Filing to restateconsolidated financial
statements for the years ended January 29, 2006a3a30, 2005, and January 25, 2004 and the dethselosures. This Form 10-K/A also
includes the restatement of selected consolidateddial data as of and for the years ended Jar#gr006, January 30, 2005, January 25,
2004, January 26, 2003, and January 27, 2002 hendniaudited quarterly financial data for eacthefduarters in the years ended Januar
2006 and January 30, 2005. We also concluded thategd to amend the Quarterly Report on Form 16r@hé quarter ended April 30,
2006, originally filed on May 31, 20086, to restatea condensed consolidated financial statementthéquarters ended April 30, 2006 and
May 1, 2005 and the related disclosures. We wslb abstate the July 31, 2005 financial statemawisded in the Quarterly Report on
Form 10-Q for the quarter ended July 30, 2006. Wer@state the October 30, 2005 financial statetmerith the filing of our October 29,
2006 Form 109. However, we have included in Exhibit 99.1 aatsd balance sheet as of October 31, 2005, resttsnents of income f
the three and nine month periods ended Octobe2®5, and a restated statement of cash flows &nite month period ended October 31,
2005. We have not amended and we do not intenchémd any of our other previously filed annual répoen Form 10-K or quarterly reports
on Form 10-Q for the periods affected by the rest&nt or adjustments other than the amended Qlyareport on Form 10-Q/A for the
quarter ended April 30, 2006 and this Form 10-KdAthe year ended January 30, 2006.

ITEM 1A. RISK FACTORS

In evaluating NVIDIA and our business, the follogifactors should be considered in addition to timemninformation in this Annual
Report on Form 10-K/A. Any one of the followingksscould seriously harm our business, financiadéim and results of operations, which
could cause our stock price to decline. Additiamsits and uncertainties not presently known tonthat we currently deem immaterial may
also impair our business operations.

Risks Related to Our Operations

The matters relating to the Audit Committee of tBeard of Directors’review of our historical stock option granting préices and the
restatement of our consolidated financial statemgmay result in future litigation, which could harnour financial results.

On August 10, 2006, NVIDIA announced that the Alitmmittee of the Board of Directors, with the atsice of outside legal
counsel, was conducting a review of our stock opficactices covering the time from NVIDI&initial public offering in 1999 (our fiscal ye
2000) through June 2006. As described in Item 7arifgement’s Discussion and Analysis of Financialdition and Results of Operations”
and Note 2 to our Consolidated Financial StateméimtsAudit Committee has reached the conclusianitttorrect measurement dates were
used for financial accounting purposes for stodkoopgrants made in certain prior periods. As altedVIDIA has recorded additional non-
cash stock-based compensation expense, and redatetfects, related to stock option grants.

The Audit Committee’s review of NVIDIA’s stock opt practices identified a number of occasions oitlwthe measurement date
used for financial accounting and reporting purgdse stock options granted to some of our emplsyeas different from the actual grant
date. To correct these accounting errors, we aeneing our Annual Report on Form 10-K for the yeaded January 30, 2006 and our
Quarterly Report on Form 10-Q for the three momthded April 30, 2006, to restate the consolidaiteahtial statements contained in those
reports.

The Audit Committee’s independent review of outdrigal stock option granting practices has reglire to incur substantial expenses
for legal, accounting, tax and other professioealises, has diverted our management’s attentmm four business, and could in the future
harm our business, financial condition, resultspdrations and cash flows.

Our historical stock option granting practices #melrestatement of our prior financial statemeaigehexposed us to greater risks
associated with litigation and regulatory procegdims described in Part Il, Item 3, “Legal Prodegd”, several derivative complaints have
been filed against our directors and certain ofexgcutive officers pertaining to allegations rielgtto stock option grants. We cannot assure
you that these or future similar complaints, or &rtyre litigation or regulatory action will resuit the same conclusions reached by the A
Committee. The conduct and resolution of thesearmtir other litigation will be time consuming, exgive and may distract management
from the conduct of our business.
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We voluntarily contacted the SEC regarding the AQdimmittee’s review and, as of the date of thadilof this Annual Report on
Form 10K/A, the SEC is continuing the inquiry of our higtal stock option grant practices it began in latgyust 2006. In October 2006,
met with the SEC and provided it with a review lod status of the Audit Committee’s review and irv&lmber 2006 we voluntarily provided
the SEC with further documents. We plan to contittueooperate with the SEC in its inquiry.

While we believe that we have made appropriateuetgs in concluding the correct measurement datesption grants, the SEC may
disagree with the manner in which we have accoufatednd reported, or not reported, the finanaigbact of past option grant measurement
date errors, and there is a risk that its inquayld lead to circumstances in which we may haviatimer restate our prior financial stateme
amend prior filings with the SEC, or otherwise takieer actions not currently contemplated. Any stictumstance could also lead to future
delays in filing our subsequent SEC reports anisiited of our common stock from the NASDAQ Globa&l&t Market. Furthermore, if we
are subject to adverse findings in any of thesaarsatwe could be required to pay damages or pesalt have other remedies imposed upon
us which could harm our business, financial conditresults of operations and cash flows. Pleasd&s¢e 2, “Restatement of Consolidated
Financial Statements, Audit Committee and Compangifgs” of the Notes to Consolidated Financiat&taents for further information.

Because our gross margin for any period dependsaomumber of factors, our failure to forecast any ahge in such factors coul
adversely affect our gross margin.

We continue to pursue measures in an effort tod@wgour gross margin. Our gross margin for anyogediepends on a number of
factors, including the mix of our products soldeeage selling prices, introduction of new produsédes discounts, unexpected pricing act
by our competitors, the cost of product componeanid, the yield of wafers produced by the founditied manufacture our products. If we
incorrectly forecast the impact of the aforemergifactors on our business, we may be unable &dakon in time to counteract any
negative impact on our gross margin. In additibme are unable to meet our gross margin targearfigrperiod or the target set by analysts,
the trading price of our common stock may decline.

Our failure to estimate customer demand properly yrr@sult in excess or obsolete inventory or, corsedy, may result in inadequate
inventory levels, either of which could adverselffext our financial results.

Our inventory purchases are based upon future deémeaecasts, which may not accurately predict tis@ndgjty or type of our products
that our customers will want in the future. In foasting demand, we must make multiple assumptiop®fwhich may prove to be incorrect.
Situations that may result in excess or obsoleteritory, which could result in write-downs of thalwe of our inventory and/or a forced
reduction in average selling prices, and wheregooss margin could be adversely affected include:

» if there were a sudden and significant decreasketinand for our product

« if there were a higher incidence of inventory obksoknce because of rapidly changing technologyasimer requirement

« if we fail to estimate customer demand properlydor older products as our newer products aredntred; ol

« if our competition were to take unexpected comjetipricing actions

Conversely, if we underestimate our customers’ dehfar either our older or newer products, we mayehinadequate manufacturing
capability and may not be able to obtain sufficienentory to fill our customers’ orders on a timékasis, which could affect our revenue
results. Even if we are able to increase produdéueals to meet customer demand, we may not betalale so in a cost effective manner.

Inability to fill our customers' orders on a timddgsis could damage our customer relationshipsitrieslost revenue, cause a loss in market
share or damage our reputation.
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Because we order materials in advance of anticighteistomer demand our ability to reduce our invent@urchase commitments
quickly in response to any revenue shortfalls imited.

Substantially all of our sales are made on thesbafgpurchase orders rather than long-term agretsmas a result, we may commit
resources to the production of products withoutfgveceived advance purchase commitments fronomests. Any inability to sell products
to which we have devoted significant resourcesatbakrm our business. In addition, cancellationefedal of product orders could result in
our holding excess inventory, which could adversdfgct our gross margin and restrict our abiltyfund operations. We may build
inventories during periods of anticipated growtlldiionally, because we often sell a substantiafipo of our products in the last month of
each quarter and, therefore, we recognize a sutatpartion of our revenue in the last month ofkeguarter, we may not be able to reduce
our inventory purchase commitments in a timely n&rin response to any revenue shortfalls. We cbeldubject to excess or obsolete
inventories and be required to take correspondingritory write-downs if growth slows or if we incectly forecast product demand, which
could negatively impact our gross margin and fina@mesults.

We are dependent on key personnel and the loshe$¢ employees could negatively impact our business

Our performance is substantially dependent on émopnance of our executive officers and key empésy None of our executive
officers or employees is bound by an employment@gent, meaning our relationships with our exeeutfficers and employees are at will.
We do not have “key person” life insurance policd@sany of our employees. The loss of the senafesy of our executive officers,
technical personnel or other key employees, pdatifjulenHsun Huang, our President and Chief Executive @&ffizvould harm our busine
Our success will depend on our ability to identtiire, train and retain highly qualified technieald managerial personnel. Our failure to
attract and retain the necessary technical and gesiahpersonnel would harm our business. The ratean of new executives or personnel
could disrupt our ongoing operations.

Failure to achieve expected manufacturing yields fexisting and/or new products would reduce our geomargin and could
adversely affect our ability to compete effectively

Semiconductor manufacturing yields are a functiotif product design, which is developed largsfyb, and process technology,
which typically is proprietary to the manufactur8mce low yields may result from either desigmpmocess technology failures, yield
problems may not be effectively determined or nestbluntil an actual product exists that can beyaeal and tested to identify process
sensitivities relating to the design rules thatwsed. As a result, yield problems may not be ifledtuntil well into the production process.
Resolution of yield problems requires cooperatigrabd communication between us and the manufacturer

Because of our potentially limited access to wédbrication capacity from our manufacturers, angrdase in manufacturing yields
could result in an increase in our per unit coatsfarce us to allocate our available product syjpphong our customers. This could
potentially harm customer relationships, our refpioita our revenue and our gross profit. Our wafanafacturers may be unable to achiev
maintain acceptable manufacturing yields in thereit Our inability to achieve planned yields froor vafer manufacturers would reduce
gross margin. We also face the risk of productlteca product returns resulting from design or mfacturing defects that are not discovered
during the manufacturing and testing process. Aii@nt number of product returns due to a defeaecall could damage our reputation
result in our customers working with our compettor

To stay competitive, we may have to invest moreueses in research and development than anticipatethich could increase our
operating expenses and negatively impact our op@@tesults.

If new competitors, technological advances by @égstompetitors or other competitive factors regquis to invest significantly greater
resources than anticipated in research and develapefforts, our operating expenses would incrédsehave substantially increased our
engineering and technical resources and have fuiSdme employees engaged in research and dewaop as of January 29, 2006, 1,231
employees as of January 30, 2005 and 1,057 emp@@geef January 25, 2004. Research and develomxrpanditures were $357.1 million,
$348.2 million, and $292.2 million for fiscal 2008)05 and 2004, respectively. If we are requireithtest significantly greater
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resources than anticipated in research and developefforts without an increase in revenue, ouraiey results would decline. In order to
remain competitive, we anticipate that we will dooe to devote substantial resources to reseaitidevelopment, and we expect these
expenses to increase in absolute dollars in tresémable future due to the increased complexitytandreater number of products under
development as well as hiring additional employ&ssearch and development expenses are likelyttufite from time to time to the extent
we make periodic incremental investments in reseant development and these investments may bpendent of our level of revenue.

Our operating expenses are relatively fixed and may have limited ability to reduce operating expeagjuickly in response to any
revenue shortfalls.

Our operating expenses, which are comprised oareBeand development expenses and sales, gendratlamnistrative expenses,
represented 24.1% and 27.5% of our total revenuagliiscal 2006 and 2005, respectively. Operagrgenses included litigation settlement
costs of $14.2 million in fiscal 2006. Since weeoftrecognize a substantial portion of our revenuée last month of each quarter, we may
not be able to adjust our operating expensesimelyt manner in response to any revenue shortiélge are unable to reduce operating
expenses quickly in response to any revenue shsytbarr financial results would be negatively infed.

Failure to transition to new manufacturing procegschnologies could adversely affect our operatirggults and gross margin.

Our strategy is to utilize the most advanced mastufang process technology appropriate for our potsl and available from
commercial third-party foundries. Use of advancemtpsses may have greater risk of initial yieldopgms and higher product cost.
Manufacturing process technologies are subjeaparchange and require significant expendituresesearch and development. We
continuously evaluate the benefits of migratingraller geometry process technologies in ordemfirdve performance and reduce costs.
We currently use 0.15 micron, 0.14 micron, 0.13romi¢ 0.11 micron, and 90 nanometer process techmsdor our families of GPUs, MCPs
and Handheld GPUs.

We have experienced difficulty in migrating to nevanufacturing processes in the past and, consdyguleate suffered reduced yields,
delays in product deliveries and increased explavats. We may face similar difficulties, delaysdaxpenses as we continue to transition
our products to smaller geometry processes. Moreaxeare dependent on our relationships with bid{party manufacturers to migrate to
smaller geometry processes successfully. The ibabil us or our third-party manufacturers to effeely and efficiently transition to new
manufacturing process technologies may adversédgtafur operating results and our gross margin.

Our operating results are unpredictable and maydtuate, and if our operating results are below thgpectations of securities
analysts or investors, the trading price of our skocould decline.

Many of our revenue components fluctuate and dfiewlt to predict, and our operating expenseslargely independent of revenue in
any particular period. It is, therefore, difficfidtr us to accurately forecast revenue and profilesses. As a result, it is possible that in some
quarters our operating results could be below Mpeetations of securities analysts or investorsclwvbould cause the trading price of our
common stock to decline, perhaps substantially béleeve that our quarterly and annual results @rafions may continue to be affected t
variety of factors that could harm our revenue sgrprofit and results of operations.

Any one or more of the factors discussed in thia#al Report on Form 10-K/A or other factors coutdyent us from achieving our
expected future revenue or net income. Accordingly believe that period-to-period comparisons afresults of operations should not be
relied upon as an indication of future performangeddition, the results of any quarterly or fiidical year period are not necessarily
indicative of results to be expected for a subsetjgearter or a full fiscal year.
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Risks Related to Our Products

If we are unable to achieve design wins, our protkicnay not be adopted by our target markets andeuers either of which could
negatively impact our financial results.

The future success of our business depends todicmt extent on our ability to develop new cortifpee products for our target
markets and customers. We believe achieving desiigs, which entails having our existing and futpreducts chosen for hardware
components or subassemblies designed by PC OEMEIsOand add-in board and motherboard manufactunéitsaid our future success.
Our OEM, ODM, and add-in board and motherboard rfagturers’customers typically introduce new system configoret as often as twic
per year, typically based on spring and fall desigeies. Accordingly, when our customers are makiimayy design decisions, our existing
products must have competitive performance levelseomust timely introduce new products in ordebéancluded in new system
configurations. This requires that we do the follogy

» anticipate the features and functionality that costrs and consumers will demal

» incorporate those features and functionalities pructs that meet the exacting design requiresne®EMs, ODMs, and add-in
board and motherboard manufactur

e price our products competitively; a

e introduce products to the market within the limitdgkign cycle for OEMs, ODMs, and add-in board mmadherboard
manufacturers

If OEMs, ODMs, and add-in board and motherboardufesturers do not include our products in theitays, they will typically not
use our products in their design systems untiéasti the next design configuration. Therefore, maeavor to develop close relationships with
our OEMs and ODMs in an attempt to allow us todredinticipate and address customer needs in nedu@ioso that our products will
achieve design wins.

Our ability to achieve design wins also dependzairt on our ability to identify and ensure comptiarwith evolving industry standards.
Unanticipated changes in industry standards carder our products incompatible with products deyetl by major hardware manufactu
and software developers, including AMD, Intel an@tiMsoft. Such changes would require us to invigstificant time and resources to
redesign our products to ensure compliance withveeit standards. If our products are not in compégawith prevailing industry standards
a significant period of time, our ability to achésgesign wins could suffer. If we are unable ta@ahnew design wins for existing or new
customers, we may lose market share and our opgnatsults would be negatively impacted.

Achievement of design wins may not result in thecsass of our products and could result in a losswdrket share.

The process of being qualified for inclusion in@QEM product can be lengthy and could cause us $s micycle in the demand of end
users for a particular product feature, which &lsold result in a loss of market share and harnboasimess. Even if we do have design wins
for OEM and ODM products, we may not be able tacsasfully develop or introduce new products inisight volumes within the
appropriate time to meet both the OEM, ODM, ad#ééard and motherboard manufacturers’ design cydesell as other market demand.
Additionally, even if we achieve a significant nuentof design wins, there can be no assurance tini@dBM and ODM customers will
actually take the design to production or thatdesign will be commercially successful. Furthermdiere may be changes in the timing of
product orders due to unexpected delays in thedottion of our customers’ products that could tigghy impact the success of our
products. Any of these factors could result insslof market share and could negatively impacfioancial results.

Our business results could be adversely affecteolif product development efforts are unsuccessful.

We have in the past experienced delays in the dpaednt of some new products. Any delay in the futurfailure of our GPUs or oth
processors to meet or exceed specifications of etitiye products could materially harm our busind$se success of our new product
introductions will depend on many factors, inclugithe following:

» proper new product definitiol
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» timely completion and introduction of new produes@ns;
» the ability of thirc-party manufacturers to effectively manufacture mew products in a timely manne

« dependence on third-party subcontractors for aslsemeisting and packaging of our products and ireting product delivery
schedules and maintaining product qua

e the quality of any new product

« differentiation of new products from those of oompetitors;

* market acceptance of our products and our custom@ducts; an

* availability of adequate quantity and configuraiai various types of memory produc

A critical component of our product developmenbeffs our partnerships with leaders in the compaiged design, or CAD, industry.
We have invested significant resources to devedtgiionships with industry leaders, including CakeBesign Systems, Inc. and Synopsys,
Inc., often assisting these companies in the prodefinition of their new products. We believe thatming these relationships and utilizing
next-generation development tools to design, sitewdad verify our products will help us remaintat forefront of the 3D graphics,
communications and networking segments and devyelogucts that utilize leading-edge technology eapd basis. We believe this
approach assists us in meeting the new design sldsedf PC OEMs and other manufacturers. If thekionships are not successful, we
may not be able to develop new products in a timeyner, which could result in a loss of marketsha decrease in revenue and a negative
impact on our operating results. Our failure tocassfully develop, introduce or achieve market piarece for new processors would harm
our business.

Ouir failure to identify new market or product opptamities or develop new products could harm our lnesss.

As our GPUs or other processors develop and cotigueincreases, we anticipate that product lifdleyat the high end will remain
short and average selling prices will decline. &ntigular, we expect average selling prices andgymargins for our processors to decline as
each product matures and as unit volume increédses.result, we will need to introduce new prodwstd enhancements to existing products
to maintain or improve overall average selling @si@and gross margins. In order for our processaashieve high volumes, leading PC
OEMSs, ODMs, and adit board and motherboard manufacturers must selegbrocessor for design into their products, dreshtsuccessfull
complete the designs of their products and sethti&e may be unable to successfully identify nemdprct opportunities or to develop and
bring to market new products in a timely fashionatldition, we cannot guarantee that new produetdevelop will be selected for design
into PC OEMs’, ODMs’, and add-in board and mothardomanufacturers’ products, that any new desigh$e/successfully completed or
that any new products will be sold.

As the complexity of our products and the manufiaetuprocess for our products increases, thera ia@easing risk that we will
experience problems with the performance of oudpets and that there will be delays in the develapimintroduction or volume shipment
our products. We may experience difficulties redat@the production of current or future produat®ther factors that may delay the
introduction or volume sale of new products we dgveln addition, we may be unable to successfulijnage the production transition risks
with respect to future products. Failure to achiemg of the foregoing with respect to future pragduar product enhancements could result in
rapidly declining average selling prices, reducedgims and reduced demand for products or lossaoket share. In addition, technologies
developed by others may render our processorsaopetitive or obsolete or result in our holdingess inventory, any of which would he
our business.

We could suffer a loss of market share if our pratts contain significant defects.

Products as complex as those we offer may contfectb or experience failures when introduced agrwihew versions or
enhancements to existing products are releasedaein the past discovered defects and incompagibiwith customershardware in son
of our products and may experience delays or lbssvenue to correct any defects or incompatibiitin the future. Errors in new products or
releases after commencement of
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commercial shipments could result in failure toiaed market acceptance or loss of design wins.pBagucts typically go through only one
verification cycle prior to beginning volume prodion and distribution. As a result, our productsyroantain defects or flaws that are
undetected prior to volume production and distiidrutIf these defects or flaws exist and are né¢cted prior to volume production and
distribution, we may be required to reimburse cumgis for costs to repair or replace the affectedycts in the field. We may also be
required to incur additional research and develagroests to find and correct the defect, which daliVert the attention of our management
and engineers from the development of new prodiitisse costs could be significant and could adiyeeséect our business and operating
results. We may also suffer a loss of reputatiadi@ma loss in our market share, either of whichldanaterially harm our financial results.

RisksRelated to Our Partners and Custon

There can be no assurance that the PlayStation3 ailhieve long term commercial success.

In April 2005, we finalized our definitive agreentevith SCE to jointly develop a custom GPU incomtorg our next-generation
GeForce GPU and SCE'’s system solutions in SCEIdion3. Our collaboration with SCE includes fise fees and royalties for the
PlayStation3 and all derivatives, including nextgetion digital consumer electronics devices.dditon, we are licensing software
development tools for creating shaders and advagiagzhics capabilities to SCE. During fiscal 2088, recognized $49.0 million of revenue
from our contractual arrangements with SCE to |gidevelop a custom GPU incorporating our next-getien GeForce GPU and SCE'’s
system solutions in SCE’s PlayStation3. Dependimghe ultimate success of this next-generatiorfgriat, we expect to generate, starting in
fiscal 2007, revenue ranging from $50 million t@®Imillion annually from license fees and royalte®r the next five years, with the
possibility of additional royalties for several yedhereafter. There can be no assurance thatdg&tation3 will achieve long term
commercial success, given the intense competitidthe game console market. Additionally, we dohrete control over the launch date or
pricing of the Playstation3. As such, we do notehawntrol over when we will receive royalties. I€\do not receive royalties as we anticig
our revenue and gross margin may be adverselytaffec

We may not be able to realize the potential finaadadr strategic benefits of business acquisitiomgich could hurt our ability to grov
our business, develop new products or sell our prois.

In the past we have acquired and invested in dihsinesses that offered products, services andaéalies that we believed would
help expand or enhance our products and serviceslprexpand our distribution channels. We mayreante future acquisitions of, or
investments in, businesses, in order to complemeexpand our current businesses or enter intavabiisiness market. For example, in
February 2006 we completed the acquisition of UleicEonics, Inc., or ULi, a leading developer ofetogic technology, for approximately
$53 million paid in cash. If we do consider an asijion, strategic alliance or joint venture, thegetiations could divert management’s
attention as well as other resources. For any pusvor future acquisition or investment, includigli, the following risks could impair our
ability to grow our business and develop new présjuand ultimately, could impair our ability to Iselir products, which could negatively
impact our growth or our financial results:

« difficulty in combining the technology, productqerations or workforce of the acquired businesh witr business
« disruption of our ongoing business

« difficulty in realizing the potential financial @trategic benefits of the transactis

« diversion of manageme’s attention from our busines

» difficulty in maintaining uniform standards, conspprocedures and policie

» disruption of or delays in ongoing research ancetigpment efforts

» diversion of capital and other resourc

* assumption of liabilities

« diversion of resources and unanticipated experesesting from litigation arising from potential actual business acquisitions or
investments

« difficulties in entering into new markets in whiake have limited or no experience and where comgrstit such markets have
stronger positions; ar

» impairment of relationships with employees and @ungrs, or the loss of any of our key employeed ouotargets key employee:
as a result of the integration of new businessds@@magement personn
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In addition, the consideration for any future asgiion could be paid in cash, shares of our comstook, the issuance of convertible
debt securities or a combination of cash, conviertilebt and common stock. If we pay all or a portd the purchase price in cash, our cash
reserves would be reduced. If the consideratigraid with shares of our common stock, or convestdgbentures, the holdings of our exis
stockholders would be diluted. We cannot foredastriumber, timing or size of future acquisitionsthe effect that any such acquisitions
might have on our operations or financial results.

We sell our products to a small number of customarsd our business could suffer by the loss of arfittiese customers.

We have only a limited number of customers andsales are highly concentrated. Sales to our tvgeircustomers accounted for
approximately 26%, 31%, and 36% of our revenuendpufiscal 2006, 2005 and 2004, respectively. Dutivegfirst quarter of fiscal 2006,
Microsoft indicated that it would not order any rmotbox-related products from us after our secoschfi quarter. As a result, the second
quarter of fiscal 2006 was the last quarter duvitgch we recognized revenue from the sale of ounxXkelated products to Microsoft.
Although a small number of our other customersasgnts the majority of our revenue, their end ¢usts include a large number of OEMs
and system integrators throughout the world whanamy cases, specify the graphics supplier. Oasgaiocess involves achieving key de
wins with leading PC OEMs and major system buildard supporting the product design into high volyreduction with key CEMs,

ODMs, motherboard and add-in board manufacturdres@ design wins in turn influence the retail aysdesm builder channel that is serviced
by CEMs, ODMs, motherboard and add-in board marnufacs. Our distribution strategy is to work witlsmall number of leading
independent CEMs, ODMs, motherboard manufactuasid;in board manufacturers and distributors, edefhach has relationships with a
broad range of system builders and leading PC Ol were to lose sales to our PC OEMs, CEMs, GDiMotherboard and add-in board
manufacturers and were unable to replace the ddess svith sales to different customers, or if theye to significantly reduce the number of
products they order from us, our revenue may reathre®r exceed the expected level in any periodghvbould harm our financial condition
and our results of operations.

We depend on foundries and independent contractmrsnanufacture our products and these third partiesy not be able to satisfy
our manufacturing requirements, which would harm odusiness.

We do not manufacture the semiconductor wafers fosaslir products and do not own or operate a wiaferication facility. Our
products require wafers manufactured with statdiefart fabrication equipment and techniques. Vile@tindustryteading suppliers, such
Chartered, SMIC, TSMC, and UMC to produce our semicictor wafers and utilize independent subcordradb perform assembly, testing
and packaging. We depend these suppliers to allocate to us a portiomef tmanufacturing capacity sufficient to meet naeds, to produt
products of acceptable quality and at acceptablaufaaturing yields, and to deliver those productag on a timely basis at acceptable pri
These manufacturers may be unable to meet ourtegarer long-term manufacturing or pricing requisgts. We obtain manufacturing
services on a purchase order basis. The foundeass& have no obligation to provide us with anyciigel minimum quantities of product.
Suppliers, such as Chartered, SMIC, TSMC, and Ufdtrjcate wafers for other companies, including smhour competitors, and could
choose to prioritize capacity for other users, oedor eliminate deliveries to us, or increase ftligep that they charge us on short notice. Ii
are unable to meet customer demand due to reducaduininated deliveries, we could lose sales taamers, which would negatively impact
our revenue and our reputation. Because the |@aelfieeded to establish a strategic relationship avitew manufacturing partner could be
several quarters, there is no readily availableraditive source of supply for any specific prodiciaddition, the time and effort to qualify a
new foundry could result in additional expensegedion of resources or lost sales any of which daelgatively impact our financial results.
We believe that long-term market acceptance fopooaducts will depend on reliable relationshipshwitiird-party manufacturers we may use
to ensure adequate product supply and competitigeng so that we are able to respond to custoraarashd.
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We are dependent on third parties located outsifi¢he United States for assembly, testing and pagikg of our products, which
reduces our control over the delivery and quantitfyour products.

Our processors are assembled and tested by indaptesubcontractors, such as ASE, Amkor Technolagy KYEC, SPIL, and
STATS ChipPAC Incorporated, all of which are lochteitside of the United States. We do not have-teng agreements with any of these
subcontractors. As a result of our dependenceiahplarty subcontractors for assembly, testing packaging of our products, we do not
directly control product delivery schedules or prodquality. Demand for qualified independent suticactors to assemble and test products
is high. If demand for these subcontractors excéealsumber of qualified subcontractors, we mayeegmce capacity constraints, which
could result in product shortages, a decreaseeigtiality of our products or an increase in prodest. Any of our subcontractors may dec
to prioritize the orders of one of our competitover our orders. Any product shortages, qualityastce problems or political instability
outside of the United States could increase thisafsmanufacture, assembly or testing of our petgluwhich could cause our gross margin
to decline. Due to the amount of time typicallyu&gd to qualify assemblers and testers, we coybegence significant delays in the
shipment of our products if we are required to fati@rnative third parties to assemble or testpwaducts or components. Any such delays
could result in a loss of reputation or a decréasales to our customers.

We rely on third-party vendors to supply softwareveélopment tools to us for the development of oemnproducts and we may be
unable to obtain the tools necessary to develosthproducts.

In the design and development of new products aodyzt enhancements, we rely on third-party sofvwkavelopment tools. While we
currently are not dependent on any one vendohistipply of these tools, some or all of thesestowdy not be readily available in the futi
For example, we have experienced delays in thedottion of products in the past as a result ofrthbility of then available software
development tools to fully simulate the complextéees and functionalities of our products. The glesequirements necessary to meet
consumer demands for more features and greateiidnatity from processors in the future may exctreglcapabilities of the software
development tools that are available to us. Ifsbiware development tools we use become unavaitatfail to produce designs that meet
consumer demands, our business could suffer.

Difficulties in collecting accounts receivable cadiresult in significant charges against income atttte deferral of revenue
recognition from sales to affected customers, whibuld harm our operating results and financial cdlition.

Our accounts receivable are highly concentratednaakk us vulnerable to adverse changes in ourmesg) businesses and to
downturns in the economy and the industry. In aoldjtdifficulties in collecting accounts receivalaethe loss of any significant customer
could materially and adversely affect our financiahdition and results of operations. We contiruevdrk directly with more foreign
customers and it may be difficult to collect accisurceivable from them. We maintain an allowarcedbubtful accounts for estimated
losses resulting from the inability of our customer make required payments. This allowance cansfsin amount identified for specific
customers and an amount based on overall estimateabure. In addition, we purchase credit insuramcgelected customers’ accounts
receivable balances in an effort to further mitigatir exposure for such losses. If the financiad#@on of our customers were to deteriorate,
resulting in an impairment of their ability to magayments, additional allowances may be requiredmay be required to defer revenue
recognition on sales to affected customers and aehe required to pay higher credit insurance pnemsj which could adversely affect our
operating results. We may have to record additieesdrves or writeffs and/or defer revenue on certain sales traisecin the future, whic
could negatively impact our financial results.

20



Table of Contents

Risks Related to Our Competition
The market for GPU, MCP, and Handheld GPUs is hightompetitive and we may be unable to compete.

The market for GPUs, MCPs and Handheld GPUs isigslly competitive and is characterized by rapititetogical change, evolving
industry standards and declining average sellilgepr We believe that the principal competitivetdas in this market are performance,
breadth of product offerings, access to customeasdéstribution channels, backward-forward softwsupport, conformity to industry
standard APIs, manufacturing capabilities, pricerafcessors and total system costs of add-in b@ardsnotherboards. We believe that our
ability to remain competitive will depend on howliuge are able to anticipate the features and fonstthat customers will demand and
whether we are able to deliver consistent voluniesipproducts at acceptable levels of quality. #pect competition to increase both from
existing competitors and new market entrants witdpcts that may be less costly than ours, or nayige better performance or additional
features not provided by our products, which cdiddn our business.

An additional significant source of competitiorfism companies that provide or intend to providdJGRICP, and Handheld GPU
solutions. Some of our competitors may have orlide @ obtain greater marketing, financial, disttibn and manufacturing resources than
we do and may be more able to adapt to customteichnological changes. Our current competitoraushelthe following:

» suppliers of discrete MCPs that incorporate a coatinn of networking, audio, communications ancutgutput, or I/O,
functionality as part of their existing solutioissich as ATI Technologies, Inc., or ATI, Broadconrfiwation, or Broadcom, and
Intel;

» suppliers of GPUs, including MCPs that incorpo&iegraphics functionality as part of their existegutions, such as ATI, Intel,
Matrox Electronics Systems Ltd., Silicon Integra®atems, Inc., VIA Technologies, Inc., and XGI fieglogy Inc.; anc

» suppliers of GPUs or GPU intellectual propertyfandheld and embedded devices that incorporateadstayraphics functionality
as part of their existing solutions, such as ATitb8ys, Broadcom, Fujitsu Limited, Imagination Teckogies Ltd., NEC
Corporation, Qualcomm Incorporated, Renesas TeolggdaCorp., Seiko-Epson, Texas Instruments Incotpdraand Toshiba
America, Inc.

If and to the extent we offer products outsideh@f tonsumer and enterprise PC, notebook, workstd@iDA, cellular phone, and video
game console markets, we may face competition 8ome of our existing competitors as well as frormpanies with which we currently do
not compete. We cannot accurately predict if wé @@mpete successfully in any new markets we magrel we are unable to compete in
our current and any new markets, our financialltesull suffer.

As Intel continues to pursue platform solutions, weay not be able to successfully compete.

We expect substantial competition from Intel’s peied focus on moving to selling platform solutsoslominated by Intel products,
such as when Intel achieved success with its Genpiatform solution. In addition to its currentr@éno notebook platform initiative, and its
announced upcoming desktop initiative branded &¥,\Me expect that Intel is now focused on devatgpand selling platform solutions for
all segments including professional workstations s@rvers. If Intel continues to pursue thesedtiites, we may not be able to successfully
compete in these segments.

Risks Related to Market Conditions
We are subject to risks associated with internatiboperations which may harm our business.

A significant portion of our semiconductor wafers ananufactured, assembled, tested and packagitdyparties located outside of
the United States. Additionally, we generated 8488 and 75% of our total revenue from sales toocnsts outside of the United States and
other Americas for fiscal 2006, 2005 and 2004, eetipely. The manufacture, assembly, test and macgaof our products outside of the
United States and sales to these
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customers outside of the United States and othegrfsas subjects us to a number of risks associwgitbdconducting business outside of the
United States and other Americas, including, butlintted to:

* international economic and political conditio

e unexpected changes in, or impositions of, legiatatir requlatory requirement
» labor issues in foreign countrie

» cultural differences in the conduct of busine

» inadequate local infrastructu

» delays resulting from difficulty in obtaining expdicenses for certain technology, tariffs, quatasl other trade barriers and
restrictions;

» transportation delay:

* longer payment cycle:

» difficulty in collecting accounts receivabl

« fluctuations in currency exchange rat

« imposition of additional taxes and penalti

» different legal standards with respect to protectibintellectual property
» the burdens of complying with a variety of foreigws; anc

» other factors beyond our control, including tersarj civil unrest, war and diseases such as seeate gespiratory syndrome and
Avian flu.

If sales to any of our customers outside of thetéthBStates and other Americas are delayed or daddetcause of any of the above
factors, our revenue may be negatively impacted.

We have offices outside of the United States, iiclg offices in Taiwan, Japan, Korea, China, Horapédf, India, France, Russia,
Germany and England. During fiscal 2006, we sultistiynincreased our international employee resesiffitom 242 employees as of
January 30, 2005 to 615 full-time employees asntidry 29, 2006. On February 20, 2006, we complsdcquisition of UL, a leading
developer of core logic technology, which addedrapimately 200 employees to our international opiers. Our operations in our
international locations are subject to many ofrthks contained in the above list. We intend tottare to expand our international operations
and to open other international offices. Difficaltiwith our international operations, includingdfimy appropriate staffing and office space,
may divert management’s attention and other ressuaiay of which could negatively impact our opeiatiesults.

Currently, all of our arrangements with third-pamtanufacturers and subcontractors provide forpgieind payment in United States
dollars as are sales to our customers locateddeutdithe United States and other Americas. Ineeasthe value of the United States’ dollar
relative to other currencies would make our prosimetre expensive, which would negatively impactahility to compete. Conversely,
decreases in the value of the United States’ dadlative to other currencies could result in ayppdiers raising their prices in order to
continue doing business with us. To date, we hatengaged in any currency hedging activities,caltfh we may do so in the future.
Fluctuations in currency exchange rates could tarmbusiness in the future.

We are dependent on the PC market and the rated®firowth has and may in the future have a negatimgact on our business.

We derive the majority of our revenue from the sdlproducts for use in the desktop PC and notet@knarkets, including
professional workstations. We expect to continuéeigve most of our revenue from the sale or lieesfsproducts for use in the desktop PC
and notebook PC markets in the next several y@amsduction in sales of PCs, or a reduction inghmwth rate of PC sales, will reduce
demand for our products. Moreover, changes in densanld be large and sudden. Since PC manufactofters build inventories during
periods of anticipated growth, they may be leftmakcess inventories if growth slows or if theydmectly forecast product transitions. In
these cases, PC manufacturers may abruptly suspdsthntially all purchases of additional inventisom suppliers like us until the excess
inventory has been absorbed, which would have ativegimpact on our business.

22



Table of Contents

If our products do not continue to be accepted hg tonsumer and enterprise PC, notebook, workstatieDA, cellular phone, and
video game console markets or if the demand in thesarkets for new and innovative products decreases business and operating
results would suffer.

Our success depends in part upon continued braggtiad of our processors for 3D graphics in consuamel enterprise PC, notebook,
workstation, PDA, cellular phone, and video gamesode applications. The market for processors kas lsharacterized by unpredictable
sometimes rapid shifts in the popularity of producititen caused by the publication of competithauistry benchmark results, changes in
pricing of dynamic random-access memory devicesadiner changes in the total system cost of addards, as well as by severe price
competition and by frequent new technology and pebéhtroductions. Only a small number of produtdse achieved broad market
acceptance and such market acceptance, if achiisveifficult to sustain due to intense competitanmd frequent new technology and product
introductions. Since the GPU Business is our comriess, our financial results would suffer if émy reason our current or future GPUs do
not continue to achieve widespread acceptanceeiRP@market. If we are unable to complete the tirdelvelopment of products or if we
were unable to successfully and cost-effectivelyafacture and deliver products that meet the requiints of the consumer and enterprise
PC, notebook, and workstation markets, we may éspes a decrease in revenue which could negatirgact our operating results.
Additionally, there can be no assurance that tdastry will continue to demand new products witlpioved standards, features or
performance. If our customers and the market deootinue to demand new products with increasefbpeance, features, functionality or
standards, sales of our products could decline.

Our failure to comply with any applicable environm&al regulations could result in a range of conseepces, including fines,
suspension of production, excess inventory, salestations, and criminal and civil liabilities.

We may be subject to various state, federal amanational laws and regulations governing the emvirent, including restricting the
presence of certain substances in electronic ptedum making producers of those products finalyaiasponsible for the collection,
treatment, recycling and disposal of those produds example, the semiconductor industry is movavgards becoming compliant with the
Restriction of Hazardous Substances Directive,@f® Directive, which will become effective in JW®06. The RoHS Directive is Europe
legislation that restricts the use of a numbermbfssances, including lead. Similarly, the Stat€alifornia has adopted certain restrictions,
which go into effect in 2007, that restrict the w$eertain materials in electronic products, e intended to harmonize with the RoHS
directive and other states are contemplating sirtégislation. China has promulgated use restmgtion the same substances as the RoHS
directive, but has not yet defined either the sauftbe affected products or an effective datenyf such restrictions.

Also, we could face significant costs and liak#litiin connection with the Waste Electrical and &tetc Equipment Directive, or
WEEE. The WEEE directs members of the EuropeantJwe@nact laws, regulations, and administrativevigions to ensure that producers
of electric and electronic equipment are finangiatisponsible for the collection, recycling, treatthand environmentally responsible disp
of certain products sold into the market after Astglb, 2005 and from products in use prior to tizé that are being replaced. We continue
to evaluate the impact of specific registration anthpliance activities required by WEEE.

It is possible that unanticipated supply shortadelys or excess non-compliant inventory may oesua result of such regulations.
Failure to comply with any applicable environmem&julations could result in a range of consequeim@uding fines, suspension of
production, excess inventory, sales limitationg} arfiminal and civil liabilities.

Hostilities involving the United States and/or temist attacks could harm our business.

The financial, political, economic and other unagties following the terrorist attacks on the l@ditStates in 2001 led to a weakening
of the global economy. Similar terrorist acts and/@ threat of future outbreak or continued egiaiaf hostilities involving the United
States and Iraqg or other countries could adversédyt the growth rate of our revenue and havedwerse effect on our business, financial
condition or results of operations. In additiony &scalation in these events or similar future &vemy disrupt our operations or those of our
customers, distributors and suppliers, which caldd adversely affect our business, financial diowior results of operations.
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Our business is cyclical in nature and an industdpwnturn could harm our financial results.

Our business is directly affected by market condgiin the highly cyclical semiconductor indusingluding alternating periods of
overcapacity and capacity constraints, variation®anufacturing costs and yields, significant exiitemes for capital equipment and product
development and rapid technological change. If igeuaable to respond to changes in our industrychvban be unpredictable and rapid, in
an efficient and timely manner, our operating risscibuld suffer. In particular, from time to timitee semiconductor industry has experienced
significant and sometimes prolonged downturns aharaed by diminished product demand and acceératosion of average selling prices.
If we cannot take appropriate actions such as raduwmr manufacturing or operating costs to suffitly offset declines in demand during a
downturn, our revenue and earnings will suffer.

Political instability in Taiwan and in The People’Republic of China or elsewhere could harm our bosss.

Because of our reliance on foundries and indepdraarractors located in Taiwan and The PegpRepublic of China, and because
have offices in these locations, our business nedydsmed by political instability in Taiwan, inciad the worsening of the strained relations
between The People’s Republic of China and Taiwdso if relations between the United States and Fleple’s Republic of China are
strained due to foreign relations events. If angwf suppliers experienced a substantial disruptigheir operations, as a result of a natural
disaster, political unrest, economic instabilitgtsaof terrorism or war, equipment failure or othause, it could harm our business.

We are exposed to fluctuations in the market valuwdur portfolio investments and in interest rates

We invest in a variety of financial instrumentsnpsisting principally of investments in commerciaper, money market funds and
highly liquid debt securities of corporations, ntipalities and the United States government andgencies. These investments are
denominated in United States dollars.

We account for our investment instruments in acaoce with SFAS No. 115. All of the cash equivalertd marketable securities are
treated as “available-for-sale” under SFAS No. lhgestments in both fixed rate and floating raeliest earning instruments carry a degree
of interest rate risk. Fixed rate debt securitieg/ inave their market value adversely impacted dwerise in interest rates, while floating rate
securities may produce less income than expeciatkifest rates fall. Due in part to these factots,future investment income may fall short
of expectations due to changes in interest ratéloe decline in fair value of our publicly tragdiequity investments is judged to be other-
than-temporary. We may suffer losses in principfdriced to sell securities that decline in mankaiue due to changes in interest rates.
However, because our debt securities are classifi¢dvailable-for-sale,” no gains or losses aoegaized due to changes in interest rates
unless such securities are sold prior to maturity.

Risks Related to Government Action, Regulatory Actin, Intellectual Property, and Litigation

Expensing employee stock options in future periad#l materially and aversely affect our reported egating results and could
adversely affect our competitive position as well.

Since inception, we have used stock options aneéiynoyee stock purchase program as fundamentgd@oemts of our compensation
packages. We believe that these incentives direntijvate our employees and, through the use dinggsencourage our employees to rer
with us. As a result of adjustments arising from @statement described in Note 2, “Restateme@ooisolidated Financial Statements, Audit
Committee and Company Findings”, of the Notes to@onsolidated Financial Statements, our operatisglts contain recorded amounts of
stock-based compensation expense. For our fiseas @900 through 20086, this stock-based compemsakipense was calculated using
primarily the intrinsic value-based method undecéunting Principles Board Opinion No. 25, or APB 26counting for Stock Issued to
Employee:and related interpretations. In December 2004F#h8B issued SFAS No. 123(R3hare-Based Paymenthich requires the
measurement and recognition of compensation exgensdl stock-based compensation payments. InI&R005, the SEC delayed the
effective date of SFAS No. 123(R), which is noweeffve for annual periods that begin after June2085. SFAS No. 123(R) requires that
record compensation expense for stock options anémployee stock purchase plan
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using the fair value of those awards. Expensingghecentives in future periods will materially aadiversely affect our reported operating
results as the stock-based compensation expendd beharged directly against our reported eamikige anticipate that our stock-based
compensation expense will be approximately $18® iillion for the first quarter of fiscal 2007 ane are unsure how the market will react
to this adverse affect on our operating resultsckvbould impact our stock price.

To the extent that SFAS No. 123(R) makes it mopeasive to grant stock options or to continue teehen employee stock purchase
program, we may decide to incur increased cash easgtion costs. In addition, actions that we mkg ta reduce stock-based compensation
expense that may be more severe than any actiorc@mpetitors may implement may make it difficatdttract, retain and motivate
employees, which could adversely affect our contipetposition as well as our business and operatsglts.

We are currently involved in patent litigation, wth, if not resolved favorably, could require us pay damages.

We are currently involved in patent litigation. Owtober 19, 2004, Opti Incorporated, or Opti, filedomplaint for patent infringement
against us in the United States District Courttfer Eastern District of Texas. Opti asserts thapanified NVIDIA chipsets infringe five
United States patents held by Opti. Opti seekserifipd damages for our alleged conduct, attorfegs and triple damages because of our
alleged willful infringement of these patents. N\Wfiled a response to this complaint in Decemb@®d4£ After a case management
conference in July 2005, discovery began and bdae has now been set for July 2006. A court ratettimediation was held in January
2006 and did not resolve the matter. We believethiens asserted against us are without merit amevilv continue to defend ourselves
vigorously.

In August 2004, a Texas limited partnership nameteAcan Video Graphics, LP, or AVG, filed three asgie complaints for patent
infringement against various corporate defendantsincluding NVIDIA, in the United States Distri€ourt for the Eastern District of Texas.
AVG initially asserted that each of the approxinhathirty defendants sells products that infringe@r more of seven separate patents that
AVG claims relate generally to graphics processimgtionality. In November 2004, NVIDIA sought ands granted permission to interve
in two of the three pending AVG lawsuits. Our coaipt in intervention alleged that both of the p&ten suit were invalid and that, to the
extent AVG's claims target NVIDIA products, the eaded patents were not infringed.

On December 19, 2005, AVG and substantially athefnamed defendants and intervenors, includingDNW| settled all of pending
claims; the only surviving claims will relate sgléb two non-settling defendants. As part of thiglement, the defendants and intervenors
paid an undisclosed aggregate amount to AVG. Ihaxge, all pending claims between the settlinggemvtrere dismissed with prejudice, ¢
AVG granted to all settling parties a full releadall claims for past damages and a full licerereall future sales of accused products under
all of AVG'’s patents, including the patents in siit addition, as part of the settlement, all sggtdefendants and intervenors fully and finally
waived any claims for indemnification they may h#eal against any other settling party.

Our defenses against Opti may be unsuccessfliisithse goes forward, or if other patent litigatioatters involving us arise, we
expect that they will result in additional legabasther costs, such as those costs associatedh&ithVG suit, regardless of the outcome,
which could be substantial.

Our industry is characterized by vigorous protectiand pursuit of intellectual property rights andggitions which could result in
significant expense

The semiconductor industry is characterized by nage protection and pursuit of intellectual propenghts and positions, which have
resulted in protracted and expensive litigatione Ghaphics processor industry, in particular, leentrecently characterized by the aggressive
pursuit of intellectual property positions, and eect our competitors and others will continuadgressively pursue intellectual property
positions. The technology that we use to designdawelop our products and that is incorporated antoproducts may be subject to claims
that it infringes the patents or intellectual pndpeights of others. Our success is dependenturability to
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develop new products without infringing or misagmiating the intellectual property rights of othersby licensing the intellectual property
of third parties. As such, we have licensed teabgywFrom third parties for incorporation into ouogucts, and expect to continue to enter
into license agreements with third parties for fatproducts. These licenses may result in royagnents to third parties, the cross licensing
of technology by us or payment of other consideratif these arrangements are not concluded on @oiafly reasonable terms, or at all,
competitive position and our business could suffer.

Our ability to compete will be harmed if we are upla to adequately protect our intellectual property

We rely primarily on a combination of patents, gathrks, trade secrets, employee and third-partgisciosure agreements and
licensing arrangements to protect our intellecpwaperty in the United States and internationalg have numerous patents issued, allowed
and pending in the United States and in foreigmtdes. Our patents and pending patent applicatielase to technology used by us in
connection with our products, including our proogssWe also rely on international treaties andpizations and foreign laws to protect our
intellectual property. The laws of certain foreigwuntries in which our products are or may be mactufed or sold, including various
countries in Asia, may not protect our productitellectual property rights to the same extenvyathe laws of the United States. This ma
the possibility of piracy of our technology and guats more likely. We continuously assess whethdrvehere to seek formal protection for
particular innovations and technologies based ch $actors as the:

» commercial significance of our operations and @mmpetitor’ operations in particular countries and regic
* location in which our products are manufactul

e our strategic technology or product directionsiffedent countries; an

» degree to which intellectual property laws exisd ane meaningfully enforced in different jurisdasts.

Our pending patent applications and any futureiegigbns may not be approved. In addition, anyasgpatents may not provide us w
competitive advantages or may be challenged by farties. The enforcement of patents by otherstmay our ability to conduct our
business. Others may independently develop suletargquivalent intellectual property or otherwigain access to our trade secrets or
intellectual property. Our failure to effectivelygbect our intellectual property could harm ouribass.

Litigation to defend against alleged infringement mtellectual property rights or to enforce our tellectual property rights and the
outcome of such litigation could result in substaak costs to us.

From time to time we receive notices or are inctuhelegal actions alleging that we have infringgadents or other intellectual property
rights owned by third parties. We expect thathasrtumber of issued hardware and software patecrtsases, and as competition in our
product lines intensifies, the volume of intelleadtproperty infringement claims may increase. Wg foecome involved in future lawsuits or
other legal proceedings alleging patent infringenoerother intellectual property rights violatiobg us or by our customers that we have
agreed to indemnify them for certain claims ofiimfement arising out of the sale of our productthése customers. In addition, litigation or
other legal proceedings may be necessary to:

» assert claims of infringemer

» enforce our paten

e protect our trade secrets or kr-how; or

» determine the enforceability, scope and validityhaf propriety rights of other

If infringement claims are made against us, we s&Bk licenses under the claimants’ patents or atkeltectual property rights. In
addition, we or an indemnified customer may be iregito obtain a license to a third parties’ pageatintellectual property. However,
licenses may not be offered to us at all or on seawcceptable to us, particularly by competitorsvdffail to obtain a license from a third party
for technology that we use or that is used in dneuo products used by an indemnified customercaudd be subject to substantial liabilities
or have to suspend or discontinue the manufactaesale of one or more of our products either afttvicould reduce our revenue and harm

our business. Furthermore, the indemnification ofistomer may increase our operating expenses wbidd negatively impact our operat
results.
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Alternatively, we may initiate claims or litigatiaagainst third parties for infringement of our priefary rights or to establish the valic
of our proprietary rights, which could be costliywie have to initiate a claim, our operating exgsnsay increase which could negatively
impact our operating results. Additionally, if oofour patents is invalidated or found to be unerdable, we would be unable to license the
patent which could result in a loss of revenue.

Regardless of the outcome, litigation or negotiaimvolving intellectual property rights can beyweostly and can divert
management’s attention from other matters. We neayrisuccessful in defending or pursuing these lasvetclaims. An unfavorable ruling
could include significant damages, invalidatioragfatent or family of patents, indemnification astomers, payment of lost profits, or, when
it has been sought, injunctive relief.

Our operating results may be adversely affectedd are subject to unexpected tax liabilities.

We are subject to taxation by a number of taxinpenities both in the United States and throughbetworld. Tax rates vary among’
jurisdictions in which we operate. Significant judgnt is required in determining our provision for tncome taxes as there are m:
transactions and calculations where the ultimatelé&dermination is uncertain. Although we belieue @x estimates are reasonable, any of
the below could cause our effective tax rate tonbéerially different than that which is reflectedhistorical income tax provisions and
accruals:

» thejurisdictions in which profits are determinedoe earned and taxe
« adjustments to estimated taxes upon finalizatiovaoius tax returns
» changes in available tax credi

» changes in sha-based compensation exper

* changes in tax laws, the interpretation of tax laitiser in the United States or abroad or the isse®@f new interpretative
accounting guidance related to uncertain transastmd calculations where the tax treatment wasqursly uncertain; an

» the resolution of issues arising from tax audithwarious tax authoritie:

Should additional taxes be assessed as a resadyaif the above, our operating results could bemely affected.

While we believe that we currently have adequatteinal control over financial reporting, we are exged to risks from legislation
requiring companies to evaluate those internal couis.

Section 404 of the Sarbanes-Oxley Act of 2002 megudbur management to report on, and our indepémnegistered public accounting
firm to attest to, the effectiveness of our intéicntrol structure and procedures for financigla®ing. We have an ongoing program to
perform the system and process evaluation andh¢esticessary to comply with these requirements [Efgiislation is relatively new and
neither companies nor accounting firms have sigaift experience in complying with its requiremeAs a result, we have incurred, and
expect to continue to incur increased expense@ddvote additional management resources to Seéfidrcompliance. In the event that our
chief executive officer, chief financial officer our independent registered public accounting fletermine that our internal control over
financial reporting is not effective as defined en&ection 404, investor perceptions of us maydversely affected and could cause a de:
in the market price of our stock.

Risks Related to our Common Stock
Our stock price may continue to experience signéfit short-term fluctuations.

The trading price of our common stock has fluctdajeeatly. These price fluctuations have been rapiisevere. We believe that our
quarterly and annual results of operations mayicoatto be affected by a variety of
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factors that could harm our revenue, gross profit @esults of operations, any of which could impaat stock price. Additionally, the price of
our common stock may continue to fluctuate greiathe future due to factors that are nmympany specific, such as the decline in the U
States and/or international economies, acts dbtagainst the United States, war or due to a tyagkecompany specific factors, including
quarter to quarter variations in our operating tssshortfalls in revenue, gross margin or earsifigm levels expected by securities analysts
and the other factors discussed in these riskifacto

Provisions in our certificate of incorporation, oubylaws and our agreement with Microsoft could dglar prevent a change in
control.

Our certificate of incorporation and bylaws contaiovisions that could make it more difficult fotlard party to acquire a majority of
our outstanding voting stock. These provisionsudelthe following:

» the ability of the board of directors to create @wulie preferred stock without prior stockholdeprapal;
» the prohibition of stockholder action by writtennsent;

» aclassified board of directors; a

e advance notice requirements for director nominati@md stockholder proposa

On March 5, 2000, we entered into an agreementMitiosoft in which we agreed to develop and sedipdics chips and to license
certain technology to Microsoft and its licenseasuse in the Xbox. Under the agreement, if anviddial or corporation makes an offer to
purchase shares equal to or greater than 30% oiuiséanding shares of our common stock, Micros@ay have first and last rights of refusal
to purchase the stock. The Microsoft provision trelother factors listed above could also delggrevent a change in control of NVIDIA.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

Our headquarters complex is located on a leasedhsanta Clara, California and is comprised v fiuildings. Additionally, we lease
three other buildings in Santa Clara with one usedarehouse space and the other two used asdeb. §utside of Santa Clara, we lease
space in Austin and Houston, Texas; Berkeley, Gali&; Beaverton, Oregon; Bedford, Massachusetiefdue, Washington; Chandler,
Arizona; Durham, North Carolina; Greenville, So@arolina; Fort Collins, Colorado; and Redmond, Wagton. These facilities are used as
design centers and/or sales and administrativeesfi

Outside of the United States, we lease space jpeland Hsin Chu, Taiwan; Tokyo, Japan; Seoul, KpBeijing, Shanghai, and
Shenzhen, China; Wanchai, and Shatin, New Tergotiong Kong; Bangalore, and Pune, India; Par&de; Moscow, Russia; Munich and
Wurselen, Germany; and Theale, England. Thesatiasihre used primarily to support our customeids @perations and as sales and
administrative offices. The office lease spaceéd/imselen, Germany, Shenzhen, China and Bangalor®ane, India are used primarily as
design centers.

We believe that we currently have sufficient fdigh to conduct our operations for the next twehanths, although we expect to lease
additional facilities throughout the world as owsimess requires. For additional information regeyabligations under leases, see Note 1
the Consolidated Financial Statements under theeading “Lease Obligations”, which information Eréby incorporated by reference.
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ITEM 3. LEGAL PROCEEDINGS
3dfx

On December 15, 2000, NVIDIA Corporation and onewf indirect subsidiaries entered into an agreentepurchase certain graphics
chip assets from 3dfx. The 3dfx asset purchasedloa April 18, 2001.

In May 2002, we were served with a California staiart complaint filed by the landlord of 3dfx’si8aose, California commercial real
estate lease. In December 2002, we were servedav@tdlifornia state court complaint filed by thadéord of 3dfx’s Austin, Texas
commercial real estate lease. The landlords’ comgl®oth assert claims for, among other thinggrfarence with contract, successor
liability and fraudulent transfer and seek to rezp@among other things, amounts owed on their teadth 3dfx in the aggregate amount of
approximately $10 million. In October 2002, 3dftedl for Chapter 11 bankruptcy protection in thetdaiStates Bankruptcy Court for the
Northern District of California. The landlor actions were subsequently removed to the UniteteS Bankruptcy Court for the Northern
District of California and consolidated with a cdiaipt filed by the Trustee in the 3dfx bankrupt@se for purposes of discovery. Upon
motion by NVIDIA in 2005, the District Court withdw the reference to the Bankruptcy Court and thdltad actions were removed to the
United States District Court for the Northern Digttof California. On November 10, 2005, the DisttiCourt granted NVIDIA's motion to
dismiss the landlords’ respective amended comaintl allowed the landlords to have until Febr4ar®006 to amend their complaints. The
landlords’ refiled claims against NVIDIA in earlyeBruary 2006, and NVIDIA again requested the DistCiourt to dismiss all such claims
made by the landlords. A hearing on NVIDIA’s newtioas to dismiss is set for hearing on April 17080Discovery is stayed pending this
hearing and no trial date has been set in thegmactVe believe the claims asserted against ubéblandlords are without merit and we will
continue to defend ourselves vigorously.

In March 2003, we were served with a complaintfite the Trustee appointed by the Bankruptcy Cmurépresent the interests of the
3dfx bankruptcy estate. The Trustee’s complaint@sslaims for, among other things, successoilitigland fraudulent transfer and seeks
additional payments from us. On October 13, 200&Gourt held a hearing on the Trustee’s motiorsfwnmary adjudication. On
December 23, 2005, the Court issued its ruling aenthe Trustee's Motion for Summary Adjudicatiorall material respects and holding
that NVIDIA is prevented from disputing that thdwa of the 3dfx transaction to NVIDIA was less tH08.0 million. The Court expressly
denied the Trustee's request to find that the valdle 3dfx assets conveyed to NVIDIA were at 1&498.0 million. In early November
2005, after many months of mediation, NVIDIA and tBfficial Committee of Unsecured Creditors, or @reditors’ Committee, reached a
conditional settlement of the Trustee’s claims agalNVIDIA. This conditional settlement, presentesithe centerpiece of a proposed Plan of
Liguidation in the bankruptcy case, is subject tmafirmation process through a vote of creditard the review and approval of the
Bankruptcy Court after notice and hearingihe scope and schedule for that confirmation pbas yet to be determined, bute expect thi
hearing to now occur sometime in the next few menithe Trustee has advised that he intends totdioj¢lae settlement. The settlement with
the Creditors’ Committee calls for a payment ofrappnately $30.6 million to the 3dfx estate. Undlee settlement, $5.6 million relates to
various administrative expenses and Trustee feels$25.0 million relates to the satisfaction of tdednd liabilities owed to the general
unsecured creditors of 3dfx. As such, during tlee¢hmonth period ended October 30, 2005, we reddb8e5 million as a charge to
settlement costs and $25.0 million as additionatipase price for 3dfx.

The Bankruptcy Court, over objection of the Credit@ommittee and NVIDIA, has ordered the discoveoytion of the litigation to
proceed while the settlement is pending approvalidh the confirmation process. However, no tratkedhas been set in the Trustee's action.
In addition, following the Trustee’s filing of a Fra 8-K on behalf of 3dfx, in which the Trustee diised the terms of the proposed settlement
agreement between NVIDIA and the Creditor's Comeeittcertain shareholders of 3dfx filed a petitiathwhe Bankruptcy Court to appoint
an official committee to represent the claimedne€s of 3dfx shareholders. That petition was tgdrand an Equity Holdes’Committee we
appointed. Counsel for the Equity Holde€ommittee has announced an intention to filenapsding Plan of Reorganization or Liquidatior
the Trustee’s case.

29



Table of Contents

Opti Incorporated

On October 19, 2004, Opti Incorporated, or Oplgdfia complaint for patent infringement against A in the United States District
Court for the Eastern District of Texas. Opti ats#rat unspecified NVIDIA chipsets infringe five&J patents held by Opti. Opti seeks
unspecified damages for our alleged conduct, at@'rfees and triple damages for alleged willfdfimgement by NVIDIA. NVIDIA filed a
response to this complaint in December 2004. A czeagement conference was held in July 2005 whéiel date was set for July 2006
court mandated mediation was held in January 2@@6da not resolve the matter. Discovery continassyell as preparation for the
Markman hearing on claim construction. The Markrhearing is scheduled for April 13, 2006. We beliéwe claims asserted against us are
without merit and we will continue to defend ouves vigorously. We do not have sufficient inforratto determine whether a loss is
probable. As such, we have not recorded any Itghiliour consolidated financial statements fortstitany, loss.

American Video Graphic:

In August 2004, a Texas limited partnership namatkeAcan Video Graphics, LP, or AVG, filed three aegie complaints for patent
infringement against various corporate defendantsincluding NVIDIA, in the United States Distri€ourt for the Eastern District of Texas.
AVG initially asserted that each of the approxinhathirty defendants sells products that infringee@r more of seven separate patents that
AVG claims relate generally to graphics processingtionality. In November 2004, NVIDIA sought amds granted permission to interve
in two of the three pending AVG lawsuits. Our coaipt in intervention alleged that both of the p&ten suit were invalid and that, to the
extent AVG's claims target NVIDIA products, the aded patents were not infringed.

On December 19, 2005, AVG and substantially athefnamed defendants and intervenors, includingDN| settled all of pending
claims; the only surviving claims will relate sgldb two non-settling defendants. As part of thitlement, the defendants and intervenors
paid an undisclosed aggregate amount to AVG. Ihaxge, all pending claims between the settlinggmvtere dismissed with prejudice, ¢
AVG granted to all settling parties a full releadall claims for past damages and a full licerereall future sales of accused products under
all of AVG'’s patents, including the patents in siit addition, as part of the settlement, all sggtdefendants and intervenors fully and finally
waived any claims for indemnification they may h#eel against any other settling party.

Lawsuits related to our historical stock option gring practices

Since September 29, 2006, nine derivative cases I@en filed in state and federal courts assectaigns concerning errors related to
our historical stock option granting practices asdociated accounting for stock-based compensatjpense. These complaints have been
filed in various courts, including California SumerCourt, Santa Clara County, the United Statestriai Court for the Northern District of
California, and the Court of Chancery of the StdtBelaware in and for New Castle County. All capagort to be brought derivatively on
behalf of NVIDIA against members of our board afediors and several of our current and former efficThe cases are not currently
consolidated, although all allege in substantisiiyilar fashion claims for, among other things dute of fiduciary duty, unjust enrichment,
insider selling, abuse of control, gross mismanagenwaste, constructive fraud, and violations @fti®ns 10(b) and 14(a) of the Securities
Exchange Act of 1934. The plaintiffs seek to reedee NVIDIA, among other things, damages in anpetwsfied amount, rescission, punitive
damages, treble damages for insider selling, apsldad costs. Plaintiffs also seek an accountingnatructive trust and other equitable re
We intend to take all appropriate action in respausthese complaints.

We voluntarily contacted the SEC regarding the AQdimmittee’s review and, as of the date of thadilof this Annual Report on
Form 10K/A, the SEC is continuing the inquiry of our higtal stock option grant practices it began in latgjust 2006. In October 2006,
met with the SEC and provided it with a review lod status of the Audit Committee’s review and irv&lmber 2006 we voluntarily provided
the SEC with further documents. We plan to contittueooperate with the SEC in its inquiry.

We are subject to other legal proceedings, butevedl believe that the ultimate outcome of anyhese proceedings will have a
material adverse effect on our financial positiomweerall trends in results of operations. Howe¥fean unfavorable ruling were to occur in
any specific period, there exists the possibility anaterial adverse impact on the results of djmers of that period.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of our sectdtgers during the fourth quarter of fiscal 2006.
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock is traded on the Nasdaqg Natioraakkt under the symbol NVDA. Public trading of @@mmon stock began on
January 22, 1999. Prior to that, there was no pubéirket for our common stock. As of March 3, 2006,had approximately 434 registered
stockholders, not including those shares heldregesior nominee name.

On September 11, 2006, NVIDIA filed a Form 12b-with the SEC to report that we would not timfély our Quarterly Report on For
10-Q for the quarter ended July 30, 2006. On Seiperh2, 2006 NVIDIA announced that we would reqaesearing before the NASDAQ
Listing Qualifications Panel, or the Panel, in @sge to the receipt of a NASDAQ Staff Determinafetter on September 11, 2006 indica
that NVIDIA was not in compliance with the filingquirements for continued listing as set forth iarkétplace Rule 4310(c)(14). As
anticipated, the letter was issued in accordante MASDAQ procedures due to the delayed filing of Borm 10-Q for the quarter ended
July 30, 2006. Pending a decision by the Panel IN&lcommon stock will remain listed on the NASDAQaBal Select Market. On
October 19, 2006, we appeared for an oral heasfigré the Panel and the Panel confirmed that qopeaphad stayed the delisting action
pending a final written decision by the Panel. Pamel’s decision is still pending. There can bassurances that the Panel will grant our
request for continued listing; however, by filinaf our required periodic reports with the SEG helieve that we will have remedied our
non-compliance with Marketplace Rule 4310(c)(14).
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The following table sets forth for the periods iatied the high and low sales price for our comntooksas quoted on the Nasdaq
National Market:

High Low

Year ended January 28, 200°

First Quarter (through March 3, 20C $50.72  $42.8i
Year ended January 29, 2006

Fourth Quarte $46.7¢ $32.5¢
Third Quartel $35.9¢ $27.0¢
Second Quarte $29.3¢ $21.52
First Quartel $29.6(  $20.9-
Year ended January 30, 200!

Fourth Quarte $24.9¢  $13.14
Third Quartel $15.8¢ $ 9.3C
Second Quarte $24.11 $14.4C
First Quarte! $27.3¢ $20.6:

Dividend Policy
We have never paid and do not expect to pay casthedids for the foreseeable future.

Issuer Purchases of Equity Securities

On August 9, 2004 we announced that our Board cédbirs, or the Board, had authorized a stock méase program to repurchase
shares of our common stock, subject to certainipaons, up to an aggregate maximum amount @033 million. As part of our share
repurchase program, we have entered into and wecorginue to enter into structured share repurctrassactions with financial institutior
These agreements generally require that we mak@-dront payment in exchange for the right to reee fixed number of shares of our
common stock upon execution of the agreement, gudemtial incremental number of shares of our comstock, within a pre-determined
range, at the end of the term of the agreemeninBtine fourth quarter of fiscal 2006, we repur@thas.3 million shares of our common st
for $50.0 million under a structured share repusehaansaction, which we recorded on the tradeafate transaction. Through the end of
the fourth quarter of fiscal 2006, we have repuseltia8.5 million shares under our stock repurchesgram for a total cost of $213.2 million.
During the first quarter of fiscal 2007, we enteirgtd a structured share repurchase transactiogptarchase shares of our common stock for
$50.0 million that we expect to settle prior to #rel of our first fiscal quarter.

On March 6, 2006, we announced that our Board padozed an increase in our existing stock repureipasgram. We announced a
$400 million increase to the original stock repash program we had announced in August 2004. Asudtof this increase, the amount of
common stock the Board of Directors has authorieduk repurchased has now been increased to at&a00 million. The repurchases will
be made from time to time in the open market, iagtely negotiated transactions, or in structutedls repurchase transactions, in compli:
with the Securities and Exchange Commission Rube i) subject to market conditions, applicable legguirements, and other factors. The
program does not obligate NVIDIA to acquire anytigatar amount of common stock and the program beguspended at any time at our
discretion.
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Total Number of Approximate Dollar
Shares Value of Shares tha
Purchased as
Total Number of Part of Publicly May Yet Be
Announced Purchased Under
Shares Average Price Plans or the Plans or
Period Purchased Paid per Share Programs Programs (1)
October 31, 2005 through November 27, 2 = $ — — $ 136,846,55
November 28, 2005 through December 25, 2 — $ — — $ 136,846,55
December 26, 2005 through January 29, 2 1,355,26((3) $ 36.8¢ 1,355,26((3) $ 86,846,55
Total 1,355,26! $ 36.8¢2) 1,355,26!

(1) We have an ongoing authorization from the Bpauthject to certain specifications, to repurctes@es of our common stock up to an
aggregate maximum amount of $700.0 million on theromarket, in negotiated transactions or througftsired stock repurchase
agreements through August 20

(2) Represents weighted average price paid per shargdhe fourth quarter of fiscal 200

(3) As part of our share repurchase program, we leatered into and we may continue to enter imtacgired share repurchase transactions
with financial institutions. During the fourth quer of fiscal 2006, we repurchased 1.3 million sisaof our common stock for $50.0
million under a structured share repurchase trdimgacr his transaction required that we make a-front payment

ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data should badregaconjunction with our consolidated financiatstments and the notes thereto, and
with Item 7, “Management’s Discussion and Analyiginancial Condition and Results of Operatiorfe consolidated statement of
income data for the years ended January 29, 2@@6ady 30, 2005, and January 25, 2004 and the bdatgal balance sheet data as of
January 29, 2006 and January 30, 2005 have bemedi&om and should be read in conjunction with audited consolidated financial
statements and the notes thereto included elsewh#res Annual Report on Form 10-K/A. The consatied statement of income data for the
years ended January 26, 2003 and January 27, 200 @ consolidated balance sheet data as of Ja@ba2004, January 26, 2003, ¢
January 27, 2002 are derived from unaudited cattesteld financial statements which are not includer@in and have been restated to reflect
the correction of errors described below.

As described in “Management’s Discussion and AnslgéFinancial Condition and Results of Operatienskestatement of
Consolidated Financial Statements, Audit Committeg Company Findings”, and Note 2 of the Notesdog0lidated Financial Statements
referred to above, our consolidated financial statets are being restated to correct errors ingbegnition of stock-based compensation
expense relating to stock options that were gradteihg the period from our initial public offering 1999 (our fiscal year 2000) through
January 29, 2006. These errors resulted in aftecharges of $1.4 million, $11.7 million, $25.8 hwih, $39.9 million and $34.5 million for
the years ended January 29, 2006, January 30, 2806ary 25, 2004, January 26, 2003, and JanuaB0B?2, respectively. Additionally, the
cumulative effect of the related after-tax charigegperiods prior to January 27, 2002 was $14.0ionil

Year Ended
January 29, January 30, January 25, January 26, January 27,
2006 (A) 2005 2004 (B, C) 2003 (D, E) 2002 (F, G)
(As Restated) (As Restated) (As Restated) (As Restated) (As Restated)

(H) (H) (H) (H) (H)

(in thousands, except per share data)

Consolidated Statement of Income Dats

Revenue $2,375,68 $2,010,03. $1,822,94! $1,909,44 $1,369,47.
Income from operatior $ 336,66¢ $ 95,17¢ $ 49,78¢ $ 82,20: $ 188,73.
Net income $ 301,17¢ $ 88,61t $ 48,63( $ 50,90: $ 142,40:
Basic net income per she $ 1.77 $ 0.5: $ 0.3C $ 0.3¢ $ 1.0C
Diluted net income per sha $ 1.65 $ 0.5C $ 0.2¢ $ 0.31 $ 0.84
Shares used in basic per share computi 169,69( 166,06 160,92 153,51: 143,01!
Shares used in diluted per share comput: 182,85: 175,81. 172,05« 165,82 169,81:
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January 29, January 30, January 25, January 26, January 27,
2006 2005 2004 2003 2002
(As Restated) (As Restated) (As Restated) (As Restated) (As Restated)

(H) (H) (H) (H) (H)

(in thousands)

Consolidated Balance Sheet Data:

Cash, cash equivalents and marketable sect $ 950,17« $ 670,04 $ 604,04 $1,028,41. $ 791,37
Total asset $1,954,68 $1,663,55. $1,452,04 $1,658,03! $1,526,98
Capital lease obligations, less current por $ — $ — $ 85€ $ 4,88( $ 5,861
Other lon¢-term debt $ — $ — $ — $ 300,00( $ 300,00(
Total stockholder equity $1,495,99: $1,221,09. $1,089,49: $ 960,93 $ 778,25t
Cash dividends declared per common sl $ — $ — $ — $ — $ —

(A) Fiscal 2006 included a charge of $14.2 million tedsto settlement costs associated with two ligamatters, 3dfx and AVC

(B) Fiscal 2004 included a charge of $3.5 milliefated to the write-off of acquired research angetiyment expense from the purchase of
MediaQ, Inc. that had not yet reached technolodezsibility and has no alternative future v

(C) Fiscal 2004 included a charge of $13.1 million@meection with our convertible subordinated debentademption

(D) Fiscal 2003 included $40.4 million in additidmavenue related to our settlement of our arbdraetvith Microsoft regarding Xbox
pricing.

(E) Fiscal 2003 included a charge of $61.8 millionstock issued by us at no cost to employeegéhange for their out of money options
under an option exchange program completed byhis.change was recorded in cost of revenue (forufaaturing personnel), reseal
and development and sales, general and adminigraiti$6.2 million, $35.4 million and $20.2 milliprespectively

(F) Fiscal 2002 included $10.0 million of acquisitidmacges attributable to expenses related to ourisitiqn of assets from 3df:

(G) Fiscal 2002 included a charge of $3.7 million redato our relocation from our previous headquar

(H) Comparability of annual data is affected by fbiéowing items that resulted from errors we idéetl in the measurement dates we used
for financial accounting and reporting purposeatesl to stock option grani

*  We recorded stock-based compensation and relajedlp@x expenses of $3.4 million, $18.4 millidd¥0.4 million, $61.8 million
and $53.0 million in cost of sales and operatingesses in fiscal years 2006, 2005, 2004, 2003 804, Zespectively

» In connection with the incremental stock-based camsption and related payroll tax expenses, we dedagin income tax benefit of
$2.0 million, $6.7 million, $14.6 million, $21.9 idon and $18.5 million in fiscal years 2006, 20@904, 2003 and 2002,
respectively

* The decrease in diluted net income per share mglati the stocksased compensation and related payroll tax expeasaking fromn
the errors we identified in the measurement datesised for financial accounting and reporting pagsorelated to stock option
grants, net of related income taxes, was $0.08Ipere, $0.07 per share, $0.15 per share, $0.2hpes and $0.19 per share in
fiscal years 2006, 2005, 2004, 2003 and 2002, otisdy.

e Total assets at January 29, 2006, January 30, 2888ary 25, 2004, January 26, 2003 and JanuaB0B2, were restated primarily
to reflect a deferred tax asset of $39.3 millioB4.$ million, $52.1 million, $40.5 million and $Z2million, respectively

» Total stockholders’ equity was restated to refteetimpact of adjustments of $38.2 million, $42.8ion, $38.3 million, $28.2
million and $14.4 million at January 29, 2006, Jaiyu30, 2005, January 25, 2004, January 26, 2003anuary 27, 2002,
respectively, related to the restatem

See Note 2, “Restatement of Consolidated Finastetements, Audit Committee and Company Findingsh® Notes to Consolidated
Financial Statements.
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ITEM 7. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations shoulddsdrin conjunction with “ltem 1A.
Risk Factors”, “Item 6. Selected Financial Datalir €onsolidated Financial Statements and relatadd\thereto, as well as other cautionary
statements and risks described elsewhere in thim&rReport on Form 10-K/A, before deciding to pase, hold or sell shares of our
common stock.

Restatement of Consolidated Financial Statements,udlit Committee and Company Findings

In May 2006, following media reports of stock optiaccounting investigations at other companiespthpagement of NVIDIA decide
to conduct a review of stock option grants mad&®RyDIA. Management advised our Board of Directofghe review at a regularly-
scheduled meeting of the Board of Directors on 4ay2006. The Board of Directors directed managentereport its findings to the Audit
Committee. Management presented its findings taAtidit Committee in late June 2006. Following the¢sentation, the Audit Committee
determined that it should perform its own indepemndeview of stock option grants made by NVIDIA.€TAudit Committee, with the
assistance of outside legal counsel, began itewesn approximately June 29, 2006.

The Audit Committee’s review was completed on Nolkenil3, 2006 when the Audit Committee reportediridings to the full Board
of Directors. The review covered option grantsit@mployees, directors and consultants for alhgdates during the period from our initial
public offering in January 1999 through June 20@6part of its review, the Audit Committee deterednwhether the correct measurement
dates had been used under applicable accountinggdgs for these options. The measurement datasrtea date on which the option is
deemed granted under applicable accounting priesiplamely Accounting Principles Board Opinion R®, or APB 25Accounting for Stoc
Issued to Employe@nd related interpretations, and is the first datevhich all of the following are known: (1) thedimidual employee who
is entitled to receive the option grant, (2) thenber of options that an individual employee istigdito receive, and (3) the option’s exercise
price.

Based on the findings of the Audit Committee andioternal review, we identified a number of occas on which we used an
incorrect measurement date for financial accourding) reporting purposes. These errors resultedapitinfrom our use during our fiscal
years 2000, 2001 and 2002, of certain date setentrethods as discussed below which resulted in@papk receiving options with stat
exercise prices lower than the market prices asured based upon the actual grant dates. We caasgpsuch practices beginning in our
fiscal year 2003. The Audit Committee found tha&gibning in our fiscal year 2003, we improved daick option grant processes and have
generally granted and priced our employee stockooptin an objective and consistent manner sinaetitme. However, for one Company-
wide annual stock option grant we made in fisc&l®@ve did not finalize the number of options aitexl to each employee as of the stated
grant date in May 2003, which resulted in stockellasompensation charges due to the change in thsureament date to the date the grants
were finalized. The Audit Committee’s review didt mentify any additional stockased compensation charges from measurement daés
subsequent to that fiscal 2004 grant.

In accordance with APB 25, with respect to perittileugh January 29, 2006, we should have recorbett-based compensation
expense to the extent that the fair market valusuofcommon stock on the correct measurement dateded the exercise price of each
option granted. For periods commencing Januar2806 (the beginning of our fiscal year 2007), weord stock-based compensation
expense in accordance with Statement of FinanaabAnting Standards No. 123(R) (revised), or SFAST3(R),Share-Based Payment

As a result of the measurement date errors idedtffiom the Audit Committee’s review, through Jagu20, 2006, we recorded
aggregate non-cash stobksed compensation charges of $127.4 million, hedlated tax effects. These charges were basethply on APE
25 (intrinsic value-based) charges and associatgrbl taxes of $199.6 million on a pre-tax basgibjch are being amortized over the vesting
term of the stock options in accordance with Fi@ngccounting Standards Board Interpretation N&y. @ FIN 28 ,Accounting for Stock
Appreciation Rights and Other Variable Stock OptiwrAward Plans. We have amortized a substantial portion of tlebsgges to expense
during our fiscal years 2000 to 2006. If an opti®forfeited prior to vesting, we reverse both tharges amortized to expense in prior per
as well as any remaining unamortized deferred sbasled compensation associated with the forfeipdidms. Accordingly, our net stock-
based compensation charges amortized to our staterhmcome are lower than the aggregate stockdasmpensation charges based on
APB 25 (intrinsic-value based). As of January ZM&, the remaining APB 25 (intrinsic value-basetBmortized deferred stock-based
compensation related to the errors identified dytire review was approximately $3.0 million.
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The types of errors we identified were as follows:

Improper Measurement Dates for Company-Wide AnauBRetention Stock Option Grant®Ve determined that, in connection with
certain annual or retention stock option grants wexmade to employees during our fiscal years 20001, 2002, 2003 and 2004, the final
number of shares that an individual employee wéleshto receive was not determined and/or theer@pproval of the related stock option
grant had not been given until after the statedtgiate. Therefore, the measurement date for spithns for accounting purposes was
actually subsequent to the stated grant date tieguh new measurement dates for the related pngtio

Improper Measurement Dates for Stock Option Graoting Fiscal Years 2001 and 2002 connection with stock option grants that
we made to newly-hired employees (and, to a musteledegree, retention grants to existing emplgyhaing fiscal years 2001 and 2002,
our practice was to grant stock options with arr@ge price based upon the lowest closing priceuofcommon stock in the last few days of
the month of hire or the last few days of any sghsat month in the quarter of hire. The selectibthe grant date of the related option grants
would be made at the end of the fiscal quarterveaisi based on achieving the lowest exercise pricthéoaffected employees. As a result of
these practices, the measurement date for suabnsgdtir accounting purposes was actually subsedaéhé stated grant date, resulting in
new measurement dates for the related options.

Improper Measurement Dates for Stock Option Graoting Fiscal Year 200dn connection with certain stock option grants ¢éovty-
hired employees (and, to a much lesser degreati@mtegrants to existing employees) during a poartibfiscal year 2000, our practice was to
delay the selection of the related grant dated th@iend of a two-month period in the fiscal gaaduring which the employees who received
the grants began their employment with NVIDIA. Aseault of this practice, the exercise price ofrilated option grants was not determined
until subsequent to the stated grant date. Wedssgrmined that, during fiscal year 2000, we gdhesat the grant date and exercise price of
employee option grants for new hires and promotadrtee lowest price of the last few business adiyee month of their hire or promotion
(or of the following month in certain two-month pas that were chosen for an indeterminate reagana result of these practices, the
measurement date for such options for accountimggses was actually subsequent to the stated dasatresulting in new measurement
dates for the related options. In addition, we dlstermined that the exercise price or the numbepitions to be granted had not been
determined, or the proper approval had not beeengifor various other miscellaneous option granting fiscal year 2000 until after the
stated grant date - resulting in new measuremeasdar accounting purposes for the related options

Other Issues IdentifiedVe also identified instances where stock optiomggrdid not comply with applicable terms and capdi of the
stock plans from which the grants were issued.example, two grants were made to officers of NVIDAthe chief executive officer under
delegated authority; however, under the terms@fibplicable plan, the option grant should have lmeade by our Board or the
Compensation Committee. There were also instanbesan(1) option grants were made to a small grédgmployees who joined NVIDIA
pursuant to a business combination, and to a feer@mployees in certain instances, with statedceseeprices below the fair market value
our common stock on the actual measurement ddteeagklated grants; and (2) option grants were nhadefew individuals who were
contractors rather than employees, without recgrttie appropriate accounting charges. The accauitipact of these items was
cumulatively less than $6.0 million. In additiohetAudit Committee did not find any evidence thegse violations were committed for
improper purposes.

The Audit Committee carefully considered the ineshent of current members of management in the ogtiant process and
concluded that the evidence did not give rise pa@mncern about the integrity of any current offioe director of NVIDIA. The Audit
Committee also found that the accounting errorsiapaloper practices brought to light during theview were not motivated by any intent
to mislead investors, improve NVIDIA’s reporteddincial results, or obtain any personal benefiteBam its findings, the Audit Committee
was unable to reach any conclusion regarding ttegiity of former officers and employees.

As a result of the errors we identified, we hava&ated our historical financial statements fromfisgal year 2000 through our fiscal
year 2006 to record $127.4 million of charges elab stoc-based compensation and associated payroll taxiegpeet of related income
tax effects. These errors resulted in after-taxgdmof $1.4 million, $11.7 million and $25.8 nolhi for our fiscal years 2006, 2005 and 2004,
respectively. Additionally, the cumulative effedttbe related after-tax charges for periods proour fiscal year ended January 25, 2004 was
$88.4 million. These additional stock-based compBas expense charges were non-cash and had netimpaur reported revenue, cash,
cash equivalents or marketable securities for ehtie restated periods.
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For all periods through the end of our fiscal y2a06, we have recorded aggregate non-cash stoektoasnpensation charges of
$190.2 million, associated payroll tax charges®#3nillion and a related income tax benefit of £7illion.

We recorded an income tax benefit of $2.0 milli$&,7 million, and $14.6 million for our fiscal yesa2006, 2005 and 2004, respectiv
The cumulative income tax benefit for periods ptmour fiscal year 2004 was $48.9 million. Theame tax benefit differs from the expec
statutory federal tax benefit principally as a ieefistate income tax benefits and federal angestsearch and experimental tax credits not
previously benefited on stock-based compensatianggls. Additionally, in our fiscal year 2004, wéeesed a valuation allowance of $3.2
million recognized in prior periods on the increr@stock-based compensation expense. Prior tismal year 2004, it was not more likely
than not that we would realize the benefits offtliare deductible amounts related to stock-basetpemsation expense. In our fiscal year
2004, the realization of these amounts became liketg than not due to settlement of certain tartargencies related to stock-based
compensation expense.

As part of this restatement, we also accrued ligdsland recorded charges to operating costs gpehses for certain payroll tax
contingencies related to the incremental stock-thasenpensation expense in the amount of $18.8amiftor all annual periods from our
fiscal year 2000 through our fiscal year 2006. \Weorded such charges in the amount of $3.1 mildr3 million, and $1.6 million for our
fiscal years 2006, 2005 and 2004, respectively.nipgiration of the related statute of limitationg also recorded benefits from the reversal
of previously-recorded payroll tax liabilities 06 $ million and $2.8 million in our fiscal years@®and 2005, respectively. As a result, the
net benefit to our statements of income was $3lkomiand $1.5 million for our fiscal years 2006d82005, respectively. The cumulative
payroll tax expense for periods prior to our fispadr 2004 was $12.8 million. For those stock apticants that we determined to have
incorrect measurement dates for accounting purpmsgshat we had originally issued as incentivelstaptions, or ISOs, we recorded a
liability for payroll tax contingencies in the ewesuch grants would not be respected as ISOs uhdearinciples of the Internal Revenue
Code, or IRC, and the regulations thereunder. Thaisiities were recorded with a charge to opergitosts and expenses.

We also considered the application of Section 46Bthe IRC to certain stock option grants wheredarmAPB 25, intrinsic value
existed at the time of grant. In the event suchkstptions grants are not respected as issued andaket value at the original grant date
under principles of the IRC and the regulationsghader and are subject to Section 409A, we arsidering potential remedial actions that
may be available. We do not expect to incur a natelharge as a result of any such potential realeditions.

As a result of the findings of the Audit Committees concluded that we needed to amend our Origitfialy to restate our consolidated
financial statements for the years ended Januagr@@®%5, January 30, 2005, and January 25, 2004henctlated disclosures.
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The following table sets forth the impact of thelgidnal non-cash charges for stock-based compiemsaxpense and related tax effects

on our historical financial statements for eacthefthree years ended January 29, 2006, Janua®p@8, and January 25, 2004.

Year Ended
January 29, 2006 January 30, 2005 January 25, 2004
As As As
Previously Previously Previously
Reported Adjustments As Restated Reported Adjustments As Restated Reported Adjustments As Restated
(In thousands, except per share data)

Revenue $2,375,68 $ — $2,375,68 $2,010,03 $ — $2,010,03: $1,822,94! $ —  $1,822,94!
Cost of revenu 1,464,89. 76z 1,465,65 1,360,54 1,931 1,362,47i 1,294,06 3,617 1,297,68
Gross profit 910,79! (762)  910,03: 649,48¢ (1,931)) 647,55! 528,87¢ (3,617 525,26
Operating expense
Research and developmt 352,09¢ 5,02¢ 357,12: 335,10 13,11¢ 348,22( 269,97: 22,19( 292,16:
Sales, general and

administrative 204,44: (2,357 202,08t 200,78 3,37( 204,15¢ 165,24¢ 14,56: 179,81:
In-process research and

developmen — — — — — — 3,50( — 3,50(
Settlement cosi 14,15¢ — 14,15¢ — — — — — —
Total operating expens 570,69¢ 2,671 573,36! 535,89: 16,48¢ 552,37¢ 438,72: 36,75: 475,47
Income from operatior 340,09 (3,439 336,66 113,59: (18,41) 95,17¢ 90,157 (40,369 49,78¢
Interest incom 20,69¢ — 20,69¢ 11,42 — 11,42: 18,56: — 18,56:
Interest expens (72) — (72 (164) — (164) (12,010 — (12,010
Other income (expense), r (502) — (502) 594 — 594 3,03: — 3,03:
Convertible debenture

redemption expens — — — — — — (13,06%) — (13,06¢)
Income before income tax

expense (benefi 360,22: (3,437 356,78t 125,44! (18,417 107,02 86,67¢ (40,369 46,30+
Income tax expense (benel 57,63¢ (2,029 55,61: 25,08¢ (6,67€) 18,41: 12,25¢  (14,58() (2,326
Net income $ 30258t $ (1,410 $ 301,17¢ $ 100,35¢ $ (11,74)$ 88,61 $§ 74,41¢ $ (25,789 $ 48,63(
Basic net income per she $ 1.7¢ $ (001 % 1.77 $ 06( $ (0.09)% 0.5 $ 04¢ $ (0.10 % 0.3C
Diluted net income per sha $ 165 $ — 3 1.65 $ 057 $ (0.07) % 0.5C $ 04: $ (015 % 0.2¢
Shares used in basic per

share computatio 169,69( — 169,69( 166,06. — 166,06. 160,92« — 160,92:
Shares used in diluted per

share computatio 182,95: (99) 182,85 176,55¢ (74€) 175,81 172,700 (653  172,05:



The following table sets forth the impact of theldidnal non-cash charges for stock-based compiemsakxpense and related tax effects on
our consolidated balance sheets as of January0oP8,ahd January 30, 2005.

ASSETS
Current asset:
Cash and cash equivalel
Marketable securitie
Accounts receivable, less allowances of $10,837 and
$13,153 in 2006 and 2005, respectiv
Inventories
Prepaid expenses and other current a:
Deferred income taxe
Total current asse
Property and equipment, r
Deposits and other assi
Goodwill
Intangible assets, n
Deferred income taxes, n-current

LIABILITIES AND STOCKHOLDERS'’ EQUITY
Current liabilities:

Accounts payabl

Accrued liabilities

Current portion of capital lease obligatic

Total current liabilities

Deferred income tax liabilitie
Other lon¢-term liabilities
Commitments and contingenci- see Note 1.
Stockholder equity:
Preferred stock, $.001 par value; 2,000,000 shares
authorized; none issut
Common stock, $.001 par value; 1,000,000,000 share:
authorized; 179,963,979 shares issued and 17136
outstanding in 2006; and 169,173,898 shares issne
167,089,545 outstanding in 20
Additional paic-in capital
Deferred compensatic
Treasury stocl
Accumulated other comprehensive loss,
Retained earning

Total stockholders' equi

January 29, 2006 January 30, 2005

Pre\fi\gusly Pre\ﬁgusly

Reported Adjustments  As Restated Reported Adjustments  As Restated
(In thousands, except share and per share data)

$ 551,75t $ — $ 551,75t $ 208,51: $ — $ 208,51.
398,41¢ — 398,41¢ 461,53: — 461,53¢
318,18t — 318,18t 296,27 — 296,27¢
254,79:. 78 254,87( 315,51¢ 26¢& 315,78¢
24,38 — 24,38 19,81¢ — 19,81¢
1,39:¢ 1,28¢ 2,682 3,26¢ 1,712 4,971
1,548,93. 1,367 1,550,29! 1,304,92 1,98C 1,306,901
178,15 — 178,15 178,95! — 178,95!
27,47 — 27,47 9,03¢ — 9,03¢
145,31° — 145,31° 108,10° — 108,10°
15,42: — 15,42: 27,51« — 27,51¢
— 38,02: 38,02: — 33,03¢ 33,03¢
$1,915,29 $ 39,38¢{ $1,954,68 $1,628,53 $ 35,01f $1,663,55
$ 179,39! $ — $ 179,39! $§ 238,220 $ — $ 238,22
259,26« — 259,26« 182,07 — 182,07°
— — — 85€ — 85€
438,65¢ — 438,65 421,15¢ — 421,15¢
8,26( (8,260) — 20,75¢ (20,759 —
10,62« 9,412 20,03¢ 8,35¢ 12,94¢ 21,30¢
18C — 18C 16¢ — 16¢
798,25: 167,53: 965,78« 636,61¢ 179,43: 816,05:
(1,676 (1,929 (3,602 (2,926) (10,65)  (13,57))
(212,145 — (212,14 (24,649 — (24,649
(1,957 — (1,957 (3,467) — (3,469
875,100 (127,369 747,73. 572,51 (125,959 446,55!
1,457,75! 38,23¢ 1,495,99. 1,178,26! 42,82: 1,221,09.

$1,915,29° $ 39,38{ $1,954,68 $1,628,531 $ 35,01f $1,663,55.

The additional non-cash charges for stock-basegeosation expense and related tax effects had pacinon net cash flows from
operations, investing activities, and financing\atiés reported in our consolidated statementsash flows. In addition, the consolidated
statements of stockholders’ equity have been exstatreflect the impact of the restatement adjastsion the consolidated stockholders’

equity amounts.
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Overview
Our Company

NVIDIA Corporation is the worldwide leader in pr@gnmable graphics processor technologies. Our ptedunhance the end-user
experience on consumer and professional compugrges. We have four major product-line operatiegnsents: graphics processing units,
or GPUs, media and communications processors, dPdvi8andheld GPUs, and Consumer Electronics. Olr BBiness is composed of
products that support desktop personal computei®Cs, notebook PCs and professional workstatimmsMCP Business is composed of
NVIDIA nForce products that operate as a si-chip or chipset that can off-load system functisuch as audio processing and network
communications, and perform these operations inttbgly from the host central processing unit, BtJCour Handheld GPU Business is
composed of products that support handheld pershgithl assistants, cellular phones and other haltbddevices; and the Consumer
Electronics Business is concentrated in produetsdhpport video game consoles and other digitaswmer electronics devices and is
composed of our contractual arrangements with Stmmputer Entertainment, or SCE, to jointly devedopustom GPU incorporating our
next-generation GeForce GPU and SCE’s system snhiih SCE's PlayStation3, sales of our Xbox-relggeducts, revenue from our
license agreement with Microsoft relating to thecassor product to their initial Xbox gaming corsdhe Xbox360, and related devices, and
digital media processor products.

Fiscal 2006 Developments, Future Objectives and Chenges

As we entered fiscal 2006, we had launched the eeF® Series, nForce 4 MCP, and Scalable Linkfiaater or SLI, technology, with
positive market reception. Our primary objectiveidg the year was to strengthen the technologydesiip position of our GPU and MCP
businesses, extend the reach of SLI technology aviitoad range of compatible products, applicateordsgames for enthusiasts, improve
gross margin beyond historical levels, and buile peoducts and market initiatives that would beplatform for our continued growth.

GPU Business

In February 2005, we announced the GeForce Go &60mbile GPU designed specifically to deliver athead multimedia functionali
without sacrificing portability. Also in FebruarP@5, we introduced the GeForce Go 6800 Ultra mabHJ.

In March 2005, we introduced two new GeForce 6 GRUs12MB version of the GeForce 6800 Ultra GPUgtesd for the enthusiast
segment, and a new lower-cost AGP version of theoB® 6200 GPU, designed to bring DirectX 9.0 Shattdel 3.0 technology to the
mainstream segment.

In June 2005, we launched and shipped our secaretaton Shader Model 3.0 GPU, the GeForce 7800,@wich is designed to
address the high-end enthusiast desktop PC segmexigust 2005, we launched and shipped our seGwmfbrce 7 GPU, the GeForce 7800
GT, which is designed to address the high-end peadace desktop PC segment.

In June 2005, we made our SLI technology availablgsers in the mainstream segment with the releger GeForce 6600.
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In July 2005, we introduced two new NVIDIA Quadr® s, the NVIDIA Quadro FX 4500 and the NVIDIA QuadfX 3450, which
are designed for the high-end and mainstream siofiesl segments, respectively. Both products supporSLI technology.

In September 2005, we launched and shipped the\NADIA GeForce Go 7800 GTX, the flagship of the NDMA notebook GPU
product line.

In October 2005, we announced that we will be tteusive provider of all graphics cards offeredtba first peripheral component
interconnect, or PCI, express platform from Apptar@uter, Inc., or Apple. In addition, the first evple Power Mac will incorporate our
NVIDIA Quadro profession-class GPU.

In November 2005, we introduced and shipped theDN¥IGeForce 7800 GTX 512 GPU, which contains ove2 &illion transistors
and is the industry’s only mainstream GPU to incoape 64-bit HDR. We also announced the immediaadability of the NVIDIA GeForce
6800 GS GPU, which is designed for the mainstrezgment.

In January 2006, we shipped the GeForce 7300 GSirsumainstream version of the GeForce 7 sekés.also introduced three new
notebook GPUs - the GeForce Go 7800, GeForce Go a6 GeForce Go 7400 - all based on our secorerg@m Shader Model 3.0
architecture and designed to deliver cutting-edget8gh-definition, or HD, home theatre-quality gmland advanced power management to
the notebook market.

The combination of our GeForce 7 and GeForce @sefiGPUs and our SLI technology has created actesg of gaming PCs and
professional workstations. SLI technology takesaadage of the increased bandwidth of the PCI Expoas architecture to allow two
NVIDIA -based graphics cards to operate in a single RCofessional workstation. More than 3 million math@ards incorporating SLI
technology and 9 million GPUs incorporating SLIHBology have shipped to date.

In the upcoming fiscal year, we expect additiorramgh in our GPU Business. We believe that salesuofdesktop GPU products will
be increased by share gains from our anticipatsitipo in the market, Microsoft Windows Vista, oist4, the introduction of HD and Bhay
video. We expect to extend our technology and perdmce leadership. The GeForce 7 and GeForceeassdrdesktop and notebook GPUs
are designed to be compatible with Vista, whicbciseduled to be released in the second half ohdate2006. We believe that in the
upcoming year there will be increased demand fonktl2o, and that Sony PlayStation3 will be a kdyetrof demand for HD and Blu-ray
video. We expect HD and Blu-ray video to promotréased demand for the video processing capabitifieur next generation GPUs.

MCP Business

In April 2005, we announced the availability of dUvIDIA nForce4 SLI Intel Corporation, or Intel, Eadn MCP for Intel
platforms. This line of corésgic solutions incorporates a host of new and vatioe features that have never before been avaitabthe Inte
platform and extends the NVIDIA nForce brand ineswsegments. In addition, during the first quaofeiiscal 2006, we shipped the NVIDI
nForce Professional MCP in its first enterpriseveeplatform.

In August 2005, we announced that the NVIDIA nFdr&t1 X16 Intel Edition technology featured in thell Dimension XPS 600
desktop PC was immediately available.

In September 2005, we introduced and shipped thioMVnForce 400 MCP and GeForce 6100 integrated Gdully. This represents
the first integrated GPU solution to support Di¥e8t0 Shader Model 3.0 technology. We expect tiisgrated solution to be an important
new growth factor for our GPU and MCP businesses.

In December 2005, we announced our intent to aeddiii Electronics, Inc., or ULi, one of the PC iratity’s most highly regarded core
logic developers. On February 20, 2006, we comglgte acquisition of ULi. The acquisition represeatir ongoing investment in ULi's
platform solution strategy and is expected to gftleen our sales, marketing, and customer engirgeriesence in Taiwan and China.
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In January 2006, we shipped the NVIDIA nForce 4 XEland NVIDIA nForce4 Ultra Intel MCPs. These puats represent our first
discrete chipsets targeted at mainstream Intelebaszherboards.

Our NVIDIA nForce product line has achieved recardenue for six consecutive quarters. We belieaeAldvanced Micro Devices’
transition to K8, our extension into new segmeaits] our entry into the Intel market with our fiester mainstream Intel nForce4 MCPs will
make our MCP Business one of our fastest growirginesses. Furthermore, we believe that our abdisimultaneously innovate using our
GPU, MCP, and software knowledge base will allovtaisake additional platform innovations in theufgt

Handheld GPU Business

Our strategy in the Handheld GPU Business is td leaovation and capitalize on the emergence ofrtbbile phone as a versatile
consumer lifestyle device. Our initial focus was3h cellular phones. Through the first half of 62006, our Handheld GPU Business was
heavily concentrated at one original equipment rfasturer, or OEM, and its products did not achitheanticipated level of commercial
success. However, during the third quarter of fi26@6, Motorola Inc. and Sony Ericsson Mobile Coamications AB launched 3G models
of their RAZR and Walkman portable phones, respebtj that are both powered by our GoForce GPUs.

Our GoForce handheld GPUs are now shipping in &ve Motorola 3G RAZR V3X and the new Sony Ericssoalkkhan phones. Our
strategy is to build a new class of low power GRdsnultimedia rich devices like 3G cell phonesastiphones, and portable media players.
We believe that there will be an increase in denfandhobile video products that deliver compellargd tangible improvements to the ove
end user experience of these new services, ancligv® that we are well positioned to increaseshare of the handheld segment in the
upcoming year.

Consumer Electronics Business

In April 2005, we finalized our definitive agreentevith SCE to jointly develop a custom GPU incortorg our next-generation
GeForce GPU and SCE'’s system solutions in SCEsI®dion3. Our collaboration with SCE includes fise fees and royalties for the
PlayStation3 and all derivatives, including nextggation digital consumer electronics devices.dditon, we are licensing software
development tools for creating shaders and advagiagahics capabilities to SCE. During fiscal 2008, recognized $49.0 million of revenue
from our contractual arrangements with SCE to |gidevelop a custom GPU incorporating our next-gatien GeForce GPU and SCE'’s
system solutions in SCE’s PlayStation3. Dependimghe ultimate success of this next-generatiorfqriat, we expect to generate, starting in
fiscal 2007, revenue ranging from $50 million t@®Imillion annually from license fees and royalie®r the next five years with the
possibility of additional royalties for several yedhereafter. We have successfully reached mavgiolgment milestones and we believe that
we are on target to achieve the goals set by SCE.

During the first quarter of fiscal 2006, Microseftlicated that it would not order any more Xboxatetl products from us after our
second fiscal quarter. As a result, the secondtguaf fiscal 2006 was the last quarter during Whi@ recognized revenue from the sale of
our Xbox-related products to Microsoft.

Gross Margin Improvement

We continue to remain intensely focused on imprgar gross margin. Beginning in fiscal 2005, weliemented profit improvement
initiatives across our company which were desigoddprove business and operational processesn®tie fourth quarter of fiscal 2006,
our gross margin was 40.2%, which represents arase of over 600 basis points from our gross mar84.1% for the fourth quarter of
fiscal 2005. Our gross margin was 38.3% for fi&@06, which represents an increase of over 60 lpaénts from our gross margin of 32.
for fiscal 2005. We believe that we can continuartprove our gross margin during fiscal 2007.
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Share-Based Payment

Since inception, we have used stock options aneéimynloyee stock purchase program as fundamentgiaoents of our employee
compensation packages. We believe that these imesmirectly motivate our employees and, throughuse of vesting, encourage our
employees to remain with us. As a result of adjesti® arising from our restatement described in [pt®estatement of Consolidated
Financial Statements, Audit Committee and Compangifgs”, of the Notes to our Consolidated Finah8i@tements, our operating results
contain recorded amounts of stock-based compensatipense. For our fiscal years 2000 through 2006 stock-based compensation
expense was calculated using primarily the intcinsilue-based method under Accounting Principlesr@®pinion No. 25, or APB 25,
Accounting for Stock Issued to Employand related interpretations. In December 2004Fthancial Accounting Standards Board, or FASB,
issued Statement of Financial Accounting Standbiasl23(R), or SFAS No. 123(R3hare-Based Paymenivhich requires the measuremnr
and recognition of compensation expense for atlksttased compensation payments using the fair \@ltleose awards. In April 2005, the
SEC delayed the effective date of SFAS No. 123fRjch is now effective for annual periods that legfter June 15, 2005. In March 2005,
the SEC issued Staff Accounting Bulletin No. 107Sé&B No. 107, which includes interpretive guidam@ethe initial implementation of
SFAS No. 123(R). SFAS No. 123(R) allows for eithawspective recognition of compensation expengetoospective recognition. We
intend to adopt SFAS No. 123(R) using the modifieaspective method, which requires the applicatibtihhe accounting standard as of
January 30, 2006, the first day of our fiscal 2dbx¥pensing these incentives in future periods toetance with SFAS 123(R) will materially
and adversely affect our reported operating resdlhe stock-based compensation expense woulddogeadl directly against our reported
earnings. We anticipate that our stock-based cosgtiem expense will be approximately $18 to $22iomilfor the first quarter of fiscal 2007
and we are unsure how the market will react todbigerse affect on our operating results, whicHccoapact our stock price.

To the extent that SFAS No. 123(R) makes it mopeasive to grant stock options or to continue teehen employee stock purchase
program, we may decide to incur increased cash eosgtion costs. In addition, actions that we mkg ta reduce stock-based compensation
expense that may be more severe than any actiorcompetitors may implement may make it difficatdttract, retain and motivate
employees, which could adversely affect our contipetposition as well as our business and operatsglts.

Repatriation Legislation

The American Jobs Creation Act of 2004, or Act, wigmed into law on October 22, 2004. The Act pded a temporary incentive for
United States multinational corporations to repaétraccumulated income earned outside the Unité<Sat a federal effective tax rate of
5.25%. In the fourth quarter of fiscal 2006, weatated $420 million in foreign earnings under &w. The net tax effect of this distribution
was minimal because the current tax cost at a 512%%ate was offset by the benefit attributablestducing our deferred tax liability for tay
on earnings previously provided at the statutoty od 35%.

Subsequent Events

ULI Electronics, IncOn February 20, 2006, we completed the acquisdfddLi Electronics, Inc., a leading developer ofetogic
technology, for approximately $53 million paid iash.

Stock SplitOn March 6, 2006, we issued a press release animguth@t our Board of Directors approved a two-éoe stock split of ot
outstanding shares of common stock to be effectéla form of a 100% stock dividend. The stocktspill be effective on or about
Thursday, April 6, 2006 for stockholders of recatdhe close of business on Friday, March 17, 20@bwill entitle each stockholder to
receive one additional share for every outstandirage of common stock held. Upon the completiothefstock split, NVIDIA will have
approximately 360 million shares of common stoctstanding.

Stock Repurchas@n March 6, 2006, we also announced that our BoiRIrectors approved an increase in our existiogls
repurchase program. We announced a $400 milliore&se to the original stock repurchase programamegnnounced in August 2004. As a
result of this increase, the amount of common sthelBoard of Directors has authorized to be repased has now been increased to a total
of $700 million. The repurchases will be made friime to time in the open market, in privately néaetd transactions, or in structured stock
repurchase transactions, in compliance with thei$ézs and Exchange Commission Rule 10b-18, stibjemarket conditions, applicable
legal requirements, and other factors. The progtags not obligate NVIDIA to acquire any particidemount of common stock and the
program may be suspended at any time at our discr



Listing on the NASDAQ Stock Market

On September 11, 2006, NVIDIA filed a Form 12b-2fhwhe Securities and Exchange Commission to tepat we would not timely
file our Quarterly Report on Form 10-Q for the geaended July 30, 2006. On September 12, 2006 NWV#dnounced that we would
request a hearing before the NASDAQ Listing Quedifions Panel, or the Panel, in response to ttepteaf a NASDAQ Staff Determination
letter on September 11, 2006 indicating that NVIINAS not in compliance with the filing requiremefascontinued listing as set forth in
Marketplace Rule 4310(c)(14). As anticipated, #téel was issued in accordance with NASDAQ prooesidue to the delayed filing of
NVIDIA 's Form 10-Q for the quarter ended July 30, 20@hdihg a decision by the Panel, NVIDIA shares vethain listed on the
NASDAQ Global Select Market. On October 19, 2006,appeared for an oral hearing before the Panel PEmel confirmed that our app
had stayed the delisting action pending a finattemi decision by the Panel. The Panel’s decisiatiligpending. There can be no assurances
that the Panel will grant our request for continlistihg; however, by filing all of our required pedic reports with the SEC, we believe that
we will have remedied our non-compliance with Mapkace Rule 4310(c)(14).

Lawsuits related to our historical stock option gtiag practices

Since September 29, 2006, nine derivative cases Ibaen filed in state and federal courts assectaigis concerning errors related to
our historical stock option granting practices asdociated accounting for stock-based compensatijpense. These complaints have been
filed in various courts, including the California@erior Court, Santa Clara County, the United St&tistrict Court for the Northern District
California, and the Court of Chancery of the StdtBelaware in and for New Castle County. All capagport to be brought derivatively on
behalf of NVIDIA against members of our board afeditors and several of our current and former effcThe cases are not currently
consolidated, although all allege in substantisiiyilar fashion claims for, among other things dute of fiduciary duty, unjust enrichment,
insider selling, abuse of control, gross mismanagenwaste, constructive fraud, and violations @ft®ns 10(b) and 14(a) of the Securities
Exchange Act of 1934. The plaintiffs seek to reedee NVIDIA, among other things, damages in anpegtified amount, rescission, punitive
damages, treble damages for insider selling, aesldad costs. Plaintiffs also seek an accountiognatructive trust and other equitable re
We intend to take all appropriate action in respaisthese complaints.

We voluntarily contacted the SEC regarding the AGdimmittees review and, as of the date of the filing of thinual Report on Fori
10-K/A, the SEC is continuing the inquiry of oustdrical stock option grant practices it begaraete IAugust 2006. In October 2006, we met
with the SEC and provided it with a review of thatgs of the Audit Committee’s review and in NovemB006 we voluntarily provided the
SEC with further documents. We plan to continuedoperate with the SEC in its inquiry.

42



Table of Contents

Critical Accounting Policies and Estimates

Management’s discussion and analysis of finan@abt@ion and results of operations are based upora@nsolidated financial
statements, which have been prepared in accordegititaccounting principles generally accepted m thited States. The preparation of
these financial statements requires us to makenatgs and judgments that affect the reported amairgssets, liabilities, revenue, cost of
revenue, expenses and related disclosure of camtaigs. On an on-going basis, we evaluate our astsnincluding those related to revenue
recognition, accounts receivable, inventories, inedaxes, and goodwill. We base our estimates sinrfigal experience and on various other
assumptions that are believed to be reasonable timeleircumstances, the results of which formhkasis for making judgments about the
carrying values of assets and liabilities.

We believe the following critical accounting poésiaffect our significant judgments and estimasesiun the preparation of our
consolidated financial statements. Our managenmantiscussed the development and selection of tng®al accounting policies and
estimates with the audit committee of our boardicfctors and the audit committee has reviewedmalosures relating to our critical
accounting policies and estimates in this report.

Revenue Recognitic
Product Revenue

We recognize revenue from product sales when pgirgiavidence of an arrangement exists, the prdtagbeen delivered, the price is
fixed and determinable and collection is reasonabBured. For most sales, we use a binding purdnedseand in certain cases we use a
contractual agreement as evidence of an arrangekventonsider delivery to occur upon shipment piedititle and risk of loss have passed
to the customer. At the point of sale, we assestiveln the arrangement fee is fixed and determiratdewvhether collection is reasonably
assured. If we determine that collection of a ferat reasonably assured, we defer the fee andmiasorevenue at the time collection
becomes reasonably assured, which is generally rgoaipt of cash.

Our policy on sales to distributors is to deferogmition of revenue and related cost of revenud tha distributors resell the product.

We record estimated reductions to revenue for cust@rograms at the time revenue is recognized.cOstomer programs primarily
involve rebates, which are designed to serve a&s $atentives to resellers of our products in veitarget markets. We account for rebates in
accordance with Emerging Issues Task Force Isst# 6AEITF 01-9Accounting for Consideration Given by a Vendor ©Guwstomer
(Including a Reseller of the Vendor’s Produasy, as such, we accrue for 100% of the potergiztes and do not apply a breakage factor.
Unclaimed rebates, which historically have not bsignificant, are reversed to revenue upon expinatif the rebate. Rebates typically expire
six months from the date of the original sale.

Our customer programs also include marketing dgweémnt funds, or MDFs. We account for MDFs as eithexduction of revenue or
an operating expense in accordance with EITF QE¥s represent monies paid to retailers, systerdérs, OEMs, distributors and add-in
card partners that are earmarked for market segdameiopment and expansion and typically are desigo support our partners’ activities
while also promoting NVIDIA products. If market aditions decline, we may take actions to increaseuwans offered under customer
programs, possibly resulting in an incremental otidn of revenue at the time such programs are eidte

We also record a reduction to revenue by estahlishisales return allowance for estimated prodetatms at the time revenue is
recognized, based primarily on historical retutesaHowever, if product returns for a particuiacél period exceed historical return rates we
may determine that additional sales return allowarare required to properly reflect our estimatgzbsure for product returns.
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License and Development Revenue

For license arrangements that require significastamization of our intellectual property comporsente generally recognize this
license revenue using the percentage-of-complatiethod of accounting over the period that servezesperformed. For all license and
service arrangements accounted for under the pagemf-completion method, we determine progres®iopletion based on actual direct
labor hours incurred to date as a percentage addtimated total direct labor hours required to pi@te the project. We periodically evaluate
the actual status of each project to ensure tlea¢ shimates to complete each contract remain aecugrovision for estimated losses on
contracts is made in the period in which the Iessones probable and can be reasonably estimatatht&pwe have not recorded any such
losses. Costs incurred in advance of revenue réoedjare recorded as deferred costs on uncomptetgdacts. If the amount billed exceeds
the amount of revenue recognized, the excess anstetorded as deferred revenue. Revenue recabmzny period is dependent on our
progress toward completion of projects in progr&sgnificant management judgment and discretioruaesl to estimate total direct labor
hours. Any changes in or deviations from thesarests could have a material effect on the amourgw@nue we recognize in any period.

Accounts Receivab

We maintain an allowance for doubtful accounts iredse for estimated losses resulting from the ilitgtof our customers to make
required payments. Management determines this alloe; which consists of an amount identified facsfic customer issues as well as an
amount based on general estimated exposure. Otalbestimated exposure excludes significant amethdt are covered by credit insurance
and letters of credit. If the financial conditiohaur customers, the financial institutions prownigliletters of credit, or our credit insurance
carrier were to deteriorate, resulting in an imaint of their ability to make payments, additioaédwances may be required that could
adversely affect our operating results. Furthermitrere can be no assurance that we will be abdbtiain credit insurance in the future. Our
current credit insurance agreement expires on Deeefil, 2007.

As of January 29, 2006, our allowance for doutdftdounts receivable was $0.6 million and our game®unts receivable balance was
$330.4 million. Of the $330.4 million, $76.1 miliovas covered by credit insurance and $36.6 millvas covered by letters of credit. If the
financial condition of our customers were to detexie, resulting in an impairment of their abilibtymake payments, additional allowances
may be required and we may have to record additi@sarves or write-offs on certain sales transastin the future. As a percentage of our
gross accounts receivable balance, our allowanagofgbtful accounts receivable has ranged betwe¥ @nd 0.8% during fiscal 2005 and
2006. Factors impacting the allowance include ¢vell of gross receivables, the financial conditéour customers and the extent to which
balances are covered by credit insurance or latfezeedit. As of January 29, 2006, our allowanmedoubtful accounts receivable represe
0.2% of our gross accounts receivable balanceaurliowance for doubtful accounts receivable wcwdgte been recorded at 0.8% of our
gross accounts receivable balance, then our allosvBor doubtful accounts receivable balance atagn29, 2006 would have been
approximately $2.6 million, rather than the actoalance of $0.6 million.

Inventories

Inventory cost is computed on an adjusted stanlias@s (which approximates actual cost on an avera{jsst-in, first-out basis). We
write down our inventory for estimated lower of tosmarket, obsolescence or unmarketable invergquoal to the difference between the
cost of inventory and the estimated market valiseaipon assumptions about future demand, futedupt purchase commitments,
estimated manufacturing yield levels and marketa@ns. If actual market conditions are less fabe than those projected by managen
or if our future product purchase commitments tosuppliers exceed our forecasted future demansiioh products, additional future
inventory write-downs may be required that couldeadely affect our operating results. If actual keaiconditions are more favorable, we
may have higher gross margins when products ade Sales to date of such products have not haghifisant impact on our gross margin.
As of January 29, 2006, our inventory reserve w3 million. As a percentage of our gross inventmlance, our inventory reserve has
ranged between 10.7% and 19.0% during fiscal 20032806. As of January 29, 2006, our inventorymasespresented 19.0% of our gross
inventory balance. Inventory reserves once estadisre not reversed until the related inventosylieeen sold or scrapped.
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Income Taxe

Statement of Financial Accounting Standards No, 8@$FAS No. 109Accounting for Income Taxegstablishes financial accounting
and reporting standards for the effect of incomxedaln accordance with SFAS No. 109, we recogigideral, state and foreign current tax
liabilities or assets based on our estimate oftgayable or refundable in the current fiscal ysarax jurisdiction. We also recognize federal,
state and foreign deferred tax assets or lialslites appropriate, for our estimate of future féects attributable to temporary differences and
carryforwards; and we record a valuation allowatoceeduce any deferred tax assets by the amowantyofax benefits that, based on available
evidence and judgment, are not expected to bezeshli

Our calculation of current and deferred tax asaetkliabilities is based on certain estimates addments and involves dealing with
uncertainties in the application of complex taxda®ur estimates of current and deferred tax aasetdiabilities may change based, in part,
on added certainty or finality to an anticipatedoome, changes in accounting standards or taxilatte United States, or foreign
jurisdictions where we operate, or changes in didgs or circumstances. In addition, we recoghalities for potential United States a
foreign income tax contingencies based on our eséiraf whether, and the extent to which, additidazés may be due. If we determine that
payment of these amounts is unnecessary or iet@rded tax liability is less than our current asseent, we may be required to recognize an
income tax benefit or additional income tax expdansaur financial statements, accordingly.

As of January 29, 2006, we had a valuation allowarfc$233.0 million. Of the total valuation allowzm $178.3 million is attributable
to certain net operating loss and tax credit carwérds resulting from the exercise of employeelstiptions. The tax benefit of these net
operating loss and tax credit carryforwards, if argbn realized, will be accounted for as a credgtockholders' equity. Of the remaining
valuation allowance at January 29, 2006, $19.50niltelates to federal and state tax attributesiiaed in certain acquisitions for which
realization of the related deferred tax assetsdessrmined not likely to be realized due, in prfpotential utilization limitations as a resul
ownership changes; and $35.2 million relates ttagestate deferred tax assets that managememirdessl not likely to be realized due, in
part, to projections of future taxable income. fie extent realization of the deferred tax assédset to certain acquisitions becomes
probable, recognition of these tax benefits woirkt feduce goodwill to zero, then reduce other-ooment intangible assets related to the
acquisition to zero with any remaining benefit répd as a reduction to income tax expense. Toxtenerealization of the deferred tax as:
related to certain state tax benefits becomes piepee would recognize an income tax benefit anfleriod such asset is more likely than
to be realized.

Goodwill

Our impairment review process compares the fainevalf the reporting unit in which the goodwill réss to its carrying value. For the
purposes of completing our Statement of Financ@oAinting Standards No. 142, or SFAS No. X3@odwill and Other Intangible Assets
impairment test, we performed our analysis on antégg unit basis. We utilize a two-step approazkesting goodwill for impairment. The
first step tests for possible impairment by appyanfair value-based test. In computing fair vadieur reporting units, we use estimates of
future revenues, costs and cash flows from sudis.ufiie second step, if necessary, measures thenaimfosuch an impairment by applying
fair value-based tests to individual assets aridlii?s. We elected to perform our annual goodwilpairment review during the fourth
quarter of each fiscal year. We completed our maxstnt annual impairment test during the fourthrguaf fiscal 2006 and concluded that
there was no impairment. However, future eventsroumstances may result in a charge to earninfigume periods due to the potential fc
write-down of goodwill in connection with such test

45



Table of Contents

Results of Operations

The following table sets forth, for the periodsicaded, certain items in our consolidated statemefhincome expressed as a percentage
of revenue.

Year Ended
January 29, January 30, January 25,
2006 2005 2004
(As Restated (As Restated (As Restated
Revenue 100.(% 100.(% 100.(%
Cost of revenu 61.7 67.¢ 71.2
Gross profit 38.:2 32.2 28.¢
Operating expense
Research and developmt 15.C 17.2 16.C
Sales, general and administrat 8.5 10.z 9.6
In-process research and developn — — 0.2
Settlement cosl 0.€ — —
Total operating expens 24.1 27.5 26.1
Income from operatior 14.2 4.7 2.7
Interest and other income, r 0.8 0.€ (0.2)
Income before income tax expense (ben 15.C 3 2.5
Income tax expense (benel 2.3 0.6 (0.2
Net income 12.7% 4.4% 2.7%

Fiscal Years Ended January 29, 2006, January 3052@nd January 25, 200
Revenue

During the first quarter of fiscal 2006, we reorgaa our operating segments to bring all major pob@roups in line with our strategy
to position ourselves as the worldwide leader ogpgtmmable graphics processor technologies. Werapurt financial information for four
product-line operating segments to our Chief Exgeudfficer, who is considered to be our chief @ierg decision maker, or CODM, as
follows: the GPU Business, the MCP Business, theddald GPU Business, and the Consumer ElectronismBss. Revenue in the “All

Other” category is primarily derived from salesneémory. Please refer to Note 15 of the Notes tosGlithated Financial Statements for
further information.

Fiscal 2005 was a 53-week year, compared to f&@d6 and 2004 which were 52-week years, and weusethat this extra week may
have had a positive impact on our revenue in fi268b. However, we are not able to quantify thectfof the slightly longer year on our
revenue.

Fiscal Year 2006 vs. Fiscal Year 2005

Revenue was $2.4 billion for fiscal 2006, compare#2.0 billion for fiscal 2005, which representsiacrease of 18.2%. A discussior
our revenue results for each of our operating seggris as follows:

GPU Business GPU Business revenue increased by 22.6% to $lliohidor fiscal 2006 compared to $1.4 billion féiscal 2005. The
increase was the result of increased sales of eiofge 6 and GeForce 7 families of desktop GPUsstrae the high-end GPU segment,
offset by a slight decline in sales of our mairstneGPU products. In addition, sales of our NVIDIA&@ro professional workstation produ
and notebook products continued to improve duatmereased mix of GeForce 6-based and GeForcsé&dharoducts, which resulted in an
increase in average selling prices.

MCP Business MCP Business revenue was $352.3 million for 1i@896, compared to $175.7 million for fiscal 20@8ich represents
an increase of 100.6%. The overall increase in NBG8iness revenue is primarily due to increasedss#lI&lVIDIA nForce4 products, which
we began selling during the fourth quarter of fif05, and an increase in average selling pritles.overall increase was offset by a
decrease in sales of NVIDIA nForce3 and NVIDIA né&f? products.
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Handheld GPU BusinesHandheld GPU Business revenue was $58.7 milbofi$cal 2006, compared to $45.9 million for fis2@05,
which represents an increase of 27.9%. The ovia@ttase in Handheld GPU Business revenue is dae tacrease in average selling prices
of high-end feature phone products and revenuegrézed as a result of a development contract.

Consumer Electronics BusinesSonsumer Electronics Business revenue was $hiillién for fiscal 2006, compared to $260.0 milli
for fiscal 2005, which represents a decrease &%4The decrease in our Consumer Electronics Bssiisea result of decreased and
discontinued sales of our Xbox-related productslicrosoft, partially offset by revenue recognizedn our contractual arrangement with
SCE. During the first quarter of fiscal 2006, Misaft indicated that it would not order any more Xfyelated products from us after our
second fiscal quarter. As a result, the secondtguaf fiscal 2006 was the last quarter during Whi@ recognized revenue from the sale of
our Xbox-related products to Microsoft. During 86006, we recognized $49.0 million of revenuerfrour contractual arrangements with
SCE to jointly develop a custom GPU incorporating wext-generation GeForce GPU and SCE's systeutiso$ in SCE’s PlayStation3. No
such revenue was recognized during our fiscal 2808ur definitive agreement with SCE was not exetuntil the first quarter of fiscal
2006.

Fiscal Year 2005 vs. Fiscal Year 2004

Revenue was $2.0 billion in fiscal 2005, compare1.8 billion in fiscal 2004, which representedirerease of 10.3%. Fiscal 2005\
a 53-week year, compared to fiscal 2004 which waa-aeek year.

GPU Business GPU Business revenue increased by 7.1% to $llidnbfior fiscal 2005 compared to $1.3 billion fiiscal 2004. The
increase was primarily the result of increasedssafeur NVIDIA Quadro professional workstation guzts in fiscal 2005, which was due to
unit sales volume increases, and an increase mage@eelling prices as a result of increased bsalabs. Notebook GPU sales increased in
fiscal 2005 as a result of sales of our GeForcégexhotebook GPU products outpacing the declinauimotder notebook GPU product lines
during the period. Sales of desktop products irsmdan fiscal 2005 as a result of a significantéase in sales of our high-end desktop
products, offset by a slight decrease in mainstrdasktop products. High-end desktop sales increiasfgtal 2005 primarily due to unit
volume increases primarily related to our GeFoi@@06and 6600 products. The decrease in mainstreakiap sales in fiscal 2005 was
mainly due to competitive pricing in the mainstresmgment offset by the ramp of product sales ofGefForce 6200 with TurboCache
technology during the fourth quarter of fiscal 2005

MCP BusinessMCP Business revenue increased by 8.1% to $Iwllian for fiscal 2005 compared to $162.4 milliéor fiscal 2004.
The increase in MCP Business revenue is due teased sales of NVIDIA nForce3 and NVIDIA nForcedducts. NVIDIA nForce4
products began selling during the fourth quartdisaial 2005. This increase was offset by a deergasales of NVIDIA nForce2 products.

Handheld GPU BusinesHandheld GPU Business revenue increased by 40&46.9 million for fiscal 2005 compared to $9.0
million for fiscal 2004. The increase in handhelBGsales in fiscal 2005 was primarily due to ouquasition of MediaQ, Inc. in the third
quarter of fiscal 2004, which represented ourahigintry into the handheld segment and to salesioGoForce 4000 product.

Consumer Electronics BusinesSonsumer Electronics Business revenue decregsé@® to $260.0 million for fiscal 2005 compared
to $280.1 million for fiscal 2004. The decreaseim Consumer Electronics Business is due to uféssalume increases offset by a lower
average sales price. Sales of our Xbox productsrigally fluctuated based on the timing of ordimsn Microsoft.
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Concentration of Revenue

Revenue from sales to customers outside of theedi8tates and other Americas accounted for 84%,at6%w 5% of total revenue for
fiscal 2006, 2005 and 2004, respectively. Revenugdographic region is allocated to individual coigs based on the location to which the
products are initially billed even if the foreigrE®Is’, add-in board and motherboard manufacturengnue is attributable to end customers
in a different location. The increase in the petage of revenue from sales to customers outsideeof)nited States and other Americas for
fiscal 2006 as compared to fiscal 2005 and forfi2005 as compared to fiscal 2004 is primarily ttudecreased sales of XGPUs and MCPs
used in the Microsoft Xbox product, which were dullto Microsoft in the United States.

Sales to our two largest customers accounted fmoapnately 26%, 31%, and 36% of our revenue dufisgal 2006, 2005 and 2004,
respectively.

Gross Profit

Gross profit consists of total revenue, net ofiallaces, less cost of revenue. Cost of revenue stenmimarily of the cost of
semiconductors purchased from subcontractors,dimduwafer fabrication, assembly, testing and pgii@g manufacturing support costs,
including labor and overhead associated with suchlases, final test yield fallout, inventory pisieins and shipping costs. Cost of revenue
also includes development costs for license andcgearrangements. Gross margin is the percentagess profit to revenue. Our gross
margin can vary in any period depending on the afiitypes of products sold. Our gross margin wa8%8.32.2% and 28.8% for fiscal 2006,
2005 and 2004. A discussion of our gross margialte$or each of our operating segments is asvialo

Fiscal Year 2006 vs. Fiscal Year 2005

GPU Business The gross margin of our GPU Business increasedglfiscal 2006 as compared to fiscal 2005, prilpatue to the sale
of our GeForce 7 series GPUs and increased satmg @eForce 6 series GPUs, which collectively mmeount for approximately 78% of
our GPU Business revenue. Our GeForce 7 and ouoiGelB series GPUs generally have higher grossinsatiygan our GeForce FX series
GPUs which comprised 53% of our fiscal 2005 GPUiBess revenue. In addition, average selling pricaa our notebook GeForce 7 and
GeForce 6 series GPU products increased as a lgegegntage of our total notebook revenue durisgpfi2006 as compared to fiscal 2005.
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MCP Business The gross margin of our MCP Business increaseiaglfiscal 2006 as compared to fiscal 2005, primalue to the
increase in revenue from sales of our NVIDIA nF@read NVIDIA nForce4 products, which to date havpezienced higher gross margins
than previous generations of NVIDIA nForce products

Handheld GPU BusinessThe gross margin of our Handheld GPU Businessased during fiscal 2006 as compared to fiscab200
primarily due to the inventory write-off of certdirandheld products in the third quarter of fisda02

Consumer Electronics Businesghe gross margin of our Consumer Electronics iags increased during fiscal 2006 as compared to
fiscal 2005, primarily due to the reduction of dists for Xbox-related products, and the recogmitibrevenue from our contractual
arrangements with SCE to jointly develop a custad®UGncorporating our next-generation GeForce GP#)SGBE’s system solutions in
SCE'’s PlayStation3.

Fiscal Year 2005 vs. Fiscal Year 2004

GPU Business The gross margin of our GPU Business increasedglfiscal 2005 as compared to fiscal 2004. OuF@ee FX series
of GPU products experienced lower gross margins finavious series of GeForce GPU products, suthea&eForce 4 series. Company-
wide efforts were made to drive down cost and inaprgross margin and, as a result, during fiscab2@@ were able to improve our gross
margin. In addition, in fiscal 2005, we realizedneased sales of our performance GeForce FX de§kd®dp products and began shipping our
GeForce 6 series GPUs, which are among our higjness margin products. Finally, revenue from ourDM Quadro professional
workstation products, which typically provide thigtnest gross margins of any of our products, irsdaas a percentage of our total revenue
during fiscal 2005. This increase in our mix ofeéaue toward higher-margin products led to a pasitiypact on our overall gross margin.

MCP Business The gross margin of our MCP Business increaseidglthe fiscal 2005 as compared fiscal 2004 prilpadue to the
increase in revenue from sales of our NVIDIA nF@read NVIDIA nForce4 products, which to date havpegienced higher gross margins
than our previous generations of NVIDIA nForce prois.

Handheld GPU BusinessThe gross margin of our Handheld GPU Businessedsed during fiscal 2005 as compared to fisca#200
primarily due to the inventory write-off of certdirandheld products in the third quarter of fisda042

Consumer Electronics Businesthe gross margin of our Consumer Electronics mBss decreased during fiscal 2005 as compared to
fiscal 2004 primarily due to the pricing settlemeiith Microsoft that we announced on February @2fhat related to sales of our Xbox
related processors. In addition, during fiscal 2@@5realized a lower average sales price on oesg#lXbox processors.

Consolidated Gross Margin

The improvement in our gross margin reflects ounticmiing focus on delivering cost effective prodanthitectures, enhancing business
processes and delivering profitable growth. We ekgeoss margin to improve by approximately 0.5%.@% during the first quarter of
fiscal 2007.

Operating Expenses
Research and Development

Year Ended Year Ended
Jan. 29, 200 Jan. 30, 200! $ % Jan. 30, 200! Jan. 25, 200 $ %
(As Restated (As Restated Change Change (As Restated (As Restated Change Change
(in millions)
Research and Developmenti
Salaries and benefi $ 206.C $ 1736 $324 19% $ 17366 $ 1376 $36.C 26%
Computer software and lab equipm 46.4 41.1 5.3 13% 41.1 36.¢ 4.2 11%
New product developme 28.¢ 29.C (0.9 (1)% 29.C 18.€ 10.4 56%
Facility expenst 32.C 314 0.€ 2% 31.4 28.c 3.1 11%
Depreciation and amortizatic 58.2 56.1 2.1 4% 56.1 44.¢ 11.F 26%
License and development project cc (28.9) (2.0 (26.9 (1,349% (2.0 — 20 —
Stocl-based compensatic 5.C 13.1 (8.2 (62)% 13.1 22.2 9.) (AD%
Other 9.8 5.9 3.9 66% 5.6 4.C 1.6 48%
Total $ 3570 $ 348.- $ 8.¢ 3% $ 3482 $ 2927 $56.C 19%
Research and development as a percentag
net revenut 15% 17% 17% 16%

Research and development expenses increased bgniio8, or 3%, from fiscal 2005 to fiscal 2006imerily due to a $32.4 million
increase in salaries and benefits related to 4@8iadal personnel and a $5.3 million increaseamputer software and equipment primarily
due to increased allocation of information techgglexpenses. Other expenses increased $3.9 npliiorarily due to travel and other
employee related expenses associated with the sigpaof our international sites. Depreciation and
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amortization increased $2.1 million due to increlgserchases of hardware and software equipmenfaailidies increased $0.6 million due to
increased facilities expense allocation, both oicivlwere based on the growth in headcount. Theseases were offset by a decrease in
stock-based compensation expense of $8.1 millisnaanincrease of $26.9 million in license and depelent project costs, primarily related
to increased development costs related to ourlmmiigion with SCE and other engineering costsedléd a different development contract.
As a portion of our personnel who usually devotgrttime to research and development efforts haenifocusing their efforts on these
development projects, the costs associated wigethmalividuals are not charged to research anda@vent, but were charged to cost of
revenue in our consolidated statements of incomeeoe capitalized on our consolidated balancetshae®d will be recognized as cost of
revenue, on a percentage of completion basis.

Research and development expenses increased yri8ikon, or 19%, from fiscal 2004 to fiscal 20@&marily due to a $36.0 million
increase in salaries and benefits related to 1@#iadal personnel and a $10.4 million increasaem product development costs related t
overall increase in the number of product tape-auntsin prototype materials. Depreciation and aizetibn increased $11.5 million due to
emulation hardware and software programs that ywerehased during fiscal 2004, resulting in a felay of depreciation in fiscal 2005
compared to a partial year of depreciation in fi&€04. Computer software and equipment increade?l iillion primarily due to increased
allocation of information technology expenses amilities increased $3.1 million due to increasatllities expense allocation, both of which
were based on the growth in headcount. Other exgansreased $1.9 million primarily due to travedl @ther employee related expenses
associated with the expansion of our internatiaitak. These increases were offset by a decreatedkbased compensation expense of ¢
million and an increase of $2.0 million in licerssed development project costs related to our cotktion with SCE that are classified as ¢
of revenue in our consolidated statements of incmneere capitalized on our consolidated balameets and will be recognized on a
percentage of completion basis. Our collaboratigh §CE was not in effect during fiscal 2004.

We anticipate that we will continue to devote sahgal resources to research and development, arekpect these expenses to
increase in absolute dollars in the foreseeableduiue to the increased complexity and the greateber of products under development.
Research and development expenses are likelydfite from time to time to the extent we makeqad incremental investments in
research and development and these investmentbenagependent of our level of revenue.

Sales, General and Administrative

Year Ended Year Ended
Jan. 29, 2000 Jan. 30, 200! $ % Jan. 30, 200! Jan. 25, 200 $ %
(As Restated (As Restated Change Change (As Restated (As Restated Change Change
(in millions)
Sales, General and Administrative:
Salaries and benefi $ 108t $ 94.7 $13.¢ 15% $ 947 $ 76.2 $18. 24%
Advertising and promotion 49.4 66.€ 17.2 (26)% 66.€ 47.2 19.4 41%
Legal and accounting fe: 18.7 12.€ 6.1 48% 12.€ 12.€ — —
Facility expenst 12.t 9.€ 2.8 30% 9.€ 8.2 1.3 16%
Depreciation and amortizatic 8.5 13.C 4.5 (39% 13.C 14.¢ 1.6 (A%
Stocl-based compensation ( (2.9 3.4 (5.9 @@A7)% 3.4 14.¢ 11.2) (7%
Other 6.S 4.3 2.€ 60% 4.3 6.2 1.9 (@B)%
Total $ 20271 $ 204z $ (2] @M% $ 2042 $ 179.f $24. 14%
Sales, general and administrative as a
percentage of net reven 9% 10% 10% 10%

(1) Stock-based compensation includes chargestsnexdating to payroll taxes accrued for as pathefrestatement. See Note 2 of the
Notes to Consolidated Financial statements foh&rrinformation

Sales, general and administrative expenses dedr&2sk million, or 1%, from fiscal 2005 to fiscad@ primarily due to a $13.8 millic
increase in salaries and benefits related to 18Riadal personnel and a $6.1 million increase
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in legal expenses primarily due to certain insuearmbursements that we received during fiscab2b@t reduced this expense, and
increased litigation activity during fiscal 2008ated to 3dfx Interactive, Inc., or 3dfx, and Anwam Video Graphics, or AVG. In addition
there were increases of $2.9 million in facilitypexse due primarily to the expansion of our intéonal sites and $2.6 million in other
general and administrative expenses, offset bylacten in bad debt expense. These increases \ifset by a $17.2 million decrease in
advertising and promotion costs, primarily assedatith a reduction in certain marketing progratresjeshow expenses, new product
launches and customer samples, other marketing,dostel related and employee recruitment expemsesldition, stock-based
compensation expense decreased by $5.8 milliomdeprkciation and amortization decreased by $4 Komil

Sales, general and administrative expenses ina&=k4 million, or 14%, from fiscal 2004 to fis@005 primarily due to an $18.4
million increase in salaries and benefits relatefl& additional personnel and a $19.4 million iaseein advertising and promotion costs for
tradeshows and new product launches and other tiraglaosts, including travel and customer samplégse increases were offset by a
decrease of $11.2 million in stock based compemsaind $1.9 million in other expenses during theode including a reduction in bad debt
expense.

Operating Expenses

We anticipate that our operating expenses willease in the first quarter of fiscal 2007. In additio the headcount additions that we
plan to make, we will be adding the operating coslisted to the acquisition of ULi, which closedfegbruary 20, 2006. We expect that these
factors will result in an increase in operating &xges in the first quarter of fiscal 2007, as camghéo the fourth quarter of fiscal 2006. In
addition, the first quarter of fiscal 2007 will Hee first time that we include stock-based employ@apensation expense under Statement of
Financial Accounting Standards No. 123(R), or SRS 123(R),Share-Based Paymeintour results. We anticipate that our stock-based
compensation expense will be approximately $1&®illion for the first quarter of fiscal 2007.

In-process research and development

In connection with our acquisition of MediaQ in Awgg 2003, we wrote-off $3.5 million of in-procegsearch and development
expense, or IPR&D, that had not yet reached teclyicdl feasibility and had no alternative future us accordance with SFAS No. 2,
Accounting for Research and Development C, as clarified by FIN 4Applicability of SFAS No. 2 to Business Combinatidncounted for
by the Purchase Method an interpretation of SFAS2ZN@mounts assigned to IPR&D meeting the abovedtaiteria must be charged to
expense as part of the allocation of the purchése.p

Settlement Costs

Settlement costs were $14.2 million for fiscal 2006e settlement costs are associated with twgalibn matters, 3dfx and AVG. AVG
is settled. The 3dfx matter is not finally settbetl is subject to judicial review and the completd appropriate procedures and documents.
However, based on the potential settlement indase, we have concluded that a loss is probabl¢haheve can reasonably estimate the
amount of loss. Please refer to Note 12 of the dltwi€Consolidated Financial Statements for furthfarmation.

Interest Income and Interest Expense

Interest income consists of interest earned on, casth equivalents and marketable securities.dstémncome increased from $11.4
million to $20.7 million from fiscal 2005 to fisc2006 primarily due to the result of higher averbgtances of cash, cash equivalents and
marketable securities and higher interest ratéiséal 2006 when compared to fiscal 2005. Interestme decreased from $18.6 million to
$11.4 million from fiscal 2004 to fiscal 2005 prinig due to the result of lower overall balancesas$h, cash equivalents and marketable
securities and due to lower market interest rates.

Interest expense primarily consists of interestiired as a result of capital lease obligations aridr to the redemption in October
2003, interest on the convertible subordinated diefves, or the Notes. Interest expense decreased$t2.0 million to $0.2 million from
fiscal 2004 to fiscal 2005. The decrease was piiynduoe to the redemption of the Notes.
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Other Income (Expense), net

Other income and expense primarily consists ofzedlgains and losses on the sale of marketabigiges. Other income decreased by
$1.1 million from fiscal 2005 to fiscal 2006 prinigrdue to the liquidation of marketable securitieging fiscal 2006 in order to obtain the
cash needed for the repatriation of certain foreigmings under the American Jobs Creation Ac6#2 Other income decreased by $2.4
million from fiscal 2004 to fiscal 2005 primarilyud to $2.5 million of realized gains on the salenafrketable securities during fiscal 2004 as
a result of our liquidation of a significant poriof our marketable securities portfolio in ordeiobtain the cash required to redeem the Notes
in October 2003. This decrease was offset by a®lllidn realized gain during fiscal 2005 relatedthe receipt of cash and marketable
securities as part of an investment exchange.

Income Taxes

We recognized income tax expense (benefit) of $&8lgon, $18.4 million, and $(2.3) million in figd 2006, 2005 and 2004,
respectively. Income tax expense (benefit) as egmage of income before taxes, or our annual @feetax rate, was 15.6% in fiscal 2006,
17.2% in fiscal 2005, and (5.0)% in fiscal 2004cbtmnection with the restatement described earlieRestatement of Consolidated Finan:
Statements, Audit Committee and Company Findings,tecorded an income tax benefit of $2.0 milli$&,7 million, and $14.6 million for
our fiscal years 2006, 2005 and 2004, respectively.

The difference in the effective tax rates amonigstthree years is primarily attributable to charigesur geographic mix of income
subject to tax.

Please refer to Note 14 of the Notes to ConsolilBteancial Statements for further information meljjag the components of our
income tax expense.

Convertible Debenture Redemption Expense

On October 24, 2003, we fully redeemed the Notbes. dggregate principal amount of the Notes outstgnstas $300.0 million, which
included $18.6 million of Notes that we had pureths the open market during the three months e@ddber 26, 2003. The redemption
price was equal to approximately 102.7% of thetantting principal amount of the Notes, plus accraed unpaid interest up to, but
excluding, the redemption date. In connection whthredemption of the Notes, we recorded atame-charge in fiscal 2004 of approximat
$13.1 million, which included a $7.6 million redetigm premium and $5.5 million of unamortized issteucosts.

Liquidity and Capital Resources

As of January 29, 2006, we had $950.2 million istgaash equivalents and marketable securitieiscasase of $280.1 million from tl
end of fiscal 2005. As of January 30, 2005, we $6i0.0 million in cash, cash equivalents and maiietsecurities, an increase of $66.0
million from the end of fiscal 2004. Our portfolad cash equivalents and marketable securities rsaged by several financial institutions.
Our investment policy requires the purchase oftiepinvestment grade securities, the diversifmaif asset type and certain limits on our
portfolio duration.

Operating activities generated cash of $446.4 oni)l$132.2 million, and $49.7 million during fis@006, 2005, and 2004, respectively.
The increase in cash flows from operating actisitiefiscal 2006 when compared to fiscal 2005 wanarily related to the $212.6 million
increase in net income and changes in operatirggsaand liabilities. On our consolidated balanaeshaccrued liabilities increased $77.2
million primarily due to the recording of incomexés payable for fiscal 2006, the increase in adsmedated to customer programs and the
recording of $30.6 million in relation to 3dfx, ahich $25.0 million was recorded as an adjustmemiodwill. Accounts payable decreased
$58.8 million and inventories decreased $60.9 arilfprimarily as a result of significant reductionlder products, offset by an increase in
new products. Accounts receivable increased $21ll@mprimarily due to increased sales and impibliaearity of sales, and cash
collections during the fourth quarter of fiscal Bl compared to the fourth quarter of fiscal 200 increase in cash flows from operating
activities in fiscal 2005 when compared to fisc@02 was primarily related to the $40.0 million iease in net income and changes in
operating assets and liabilities. On our consafiddtalance sheet, accrued liabilities increased3$8ilion
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primarily due to an increase in rebates payabléchviesulted from increased OEM business. Accopay@ble increased $52.9 million
primarily due to purchases from subcontract martufacs for inventory. Offsetting these increases,accounts receivable increased $99.6
million primarily due to increased sales during therth quarter of fiscal 2005 as compared to theth quarter of fiscal 2004.

Investing activities have consisted primarily ofghases and sales of marketable securities, amntigaes of property and equipment,
which include leasehold improvements for our féeii, and intangible assets. Investing activitigsducash of $41.8 million and $152.0
million during fiscal 2006 and 2005, respectivélet cash used by investing activities during fi2@06 was primarily due to $79.6 million
for capital expenditures primarily attributablepiorchases of new research and development equiph@divare equipment, technology
licenses, software, intangible assets and leasétmpicbvements at our headquarters facility in S&itaa, California and at our international
sites. In addition, we used cash of $12.1 millomtquire certain assets of a private company aridlisillion related to investments we made
during fiscal 2006 in non-affiliated companies. $heises of cash were offset by $59.6 million ofgneteeds from sales of marketable
securities. Investing activities used cash of $05&illion and provided cash of $88.0 million durifigcal 2005 and 2004, respectively. Net
cash used by investing activities during fiscal 20s primarily due to $84.7 million of net purcea®f marketable securities. In addition,
we used $67.3 million for capital expenditures ity attributable to purchases of leasehold improents for our new data center at our
headquarters campus, new research and developmat#t®n equipment, technology licenses, softwaieiatangible assets. We expect to
spend approximately $80 million to $100 million fmapital expenditures during fiscal 2007, primafdy purchases of software licenses,
emulation equipment, computers and engineering stations. In addition, we may continue to use ¢gasionnection with the acquisition of
new businesses or assets.

Financing activities used cash of $61.4 millionidgrfiscal 2006 compared to cash provided of $18il8on during fiscal 2005. Cash
used in fiscal 2006 primarily resulted from $188#ion related to our stock repurchase prograrfseaifby $127.5 million of common stock
issued under employee stock plans. In fiscal 26@5¢cash provided was primarily from $42.5 milliwihcommon stock issued under
employee stock plans, offset by $24.6 million retbto our stock repurchase program. Financingitiesyrovided cash of $13.8 million
during fiscal 2005 compared to cash used of $2@0l&n during fiscal 2004. Cash provided in fis€f05 primarily resulted from $42.5
million of common stock issued under employee syleks, offset by $24.6 million related to our $teepurchase program. In fiscal 2004,
the cash used was primarily due to the $300.0anilfedemption of the Notes, which included $18.Bioni of Notes that we had purchased
during the three months ended October 26, 2003.

Stock Repurchase Program

On August 9, 2004 we announced that our Board oédbirs, or the Board, had authorized a stock mase program to repurchase
shares of our common stock, subject to certainipaions, up to an aggregate maximum amount @033 million. As part of our share
repurchase program, we have entered into and wecorainue to enter into structured share repurctrassactions with financial institutior
These agreements generally require that we mak@-dront payment in exchange for the right to reea fixed number of shares of our
common stock upon execution of the agreement, audemtial incremental number of shares of our comstock, within a pre-determined
range, at the end of the term of the agreemeninBtine fourth quarter of fiscal 2006, we repur@thas.3 million shares of our common st
for $50.0 million under a structured share repusehaansaction, which we recorded on the tradeafatee transaction. Through the end of
the fourth quarter of fiscal 2006, we have repuseltia8.5 million shares under our stock repurchesgram for a total cost of $213.2 million.
During the first quarter of fiscal 2007, we entenretd a structured share repurchase transactiogptarchase shares of our common stock for
$50.0 million that we expect to settle prior to #rel of our first fiscal quarter.

On March 6, 2006, we announced that our Board oéddrs had approved an increase in our existingksepurchase program. We
announced a $400 million increase to the origitmtlsrepurchase program we had announced in A®f@t. As a result of this increase, the
amount of common stock the Board of Directors habarized to be repurchased has now been increasetbtal of $700 million. The
repurchases will be made from time to time in theromarket, in privately negotiated transaction$n structured stock repurchase
transactions, in compliance with the Securities Brchange Commission Rule 10b-18, subject to mandedlitions, applicable legal
requirements, and other factors. The program doesebiigate NVIDIA to acquire any particular amowfittcommon stock and the program
may be suspended at any time at our discretion.
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Operating Capital and Capital Expenditure Requirese

We believe that our existing cash balances andipated cash flows from operations will be suffitiéo meet our operating, acquisit
and capital requirements for at least the next daths. However, there is no assurance that wenailheed to raise additional equity or debt
financing within this time frame. Additional finaimg may not be available on favorable terms oflatrad may be dilutive to our then-current
stockholders. We also may require additional chfiteother purposes not presently contemplatedielfare unable to obtain sufficient cap
we could be required to curtail capital equipmeamnthases or research and development expenditunés) could harm our business. Factors
that could affect our cash used or generated frpanations and, as a result, our need to seek additborrowings or capital include:

» decreased demand and market acceptance for ourgbsaghd/or our custom¢ products;

» inability to successfully develop and produce itumee production our ne-generation product:
* competitive pressures resulting in lower than etgubaverage selling prices; a

* new product announcements or product introductilgngur competitors

For additional factors see “ltem 1A. Risk FactoRisks Related to Our Operations - Our operatisglte are unpredictable and may
fluctuate, and if our operating results are belbevéxpectations of securities analysts or investansstock price could decline.”

3dfx Asset Purchase

The 3dfx asset purchase closed on April 18, 200Hdd the terms of the Asset Purchase Agreementatste consideration due at the
closing was $70.0 million, less $15.0 million theds loaned to 3dfx pursuant to a Credit AgreematediDecember 15, 2000. The Asset
Purchase Agreement also provided, subject to ther girovisions thereof, that if 3dfx properly cketil that all its debts and other liabilities
had been provided for, then we would have beematdd to pay 3dfx two million shares of NVIDIA coramstock. If 3dfx could not make
such a certification, but instead properly certifthat its debts and liabilities could be satisfiedless than $25.0 million, then 3dfx could
have elected to receive a cash payment equal tantioeint of such debts and liabilities and a redumedber of shares of our common stock,
with such reduction calculated by dividing the cpalyment by $25.00 per share. If 3dfx could notifgethat all of its debts and liabilities h:
been provided for, or could not be satisfied, &sslthan $25.0 million, we would not be obligatadar the agreement to pay any additional
consideration for the assets. In October 2002, 8ffet for Chapter 11 bankruptcy protection in theited States Bankruptcy Court for the
Northern District of California. In March 2003, weere served with a complaint filed by the Trustppanted by the Bankruptcy Court whi
sought, among other things, payments from us aisiaaial purchase price related to our purchasesdfain assets of 3dfx. In early November
2005, after many months of mediation, NVIDIA and tBfficial Committee of Unsecured Creditors of 3dfached a conditional settlement
of the Trustee’s claims against NVIDIA. This comglital settlement, which will be subject to the eaviand approval of the Bankruptcy
Court, calls for a payment of approximately $30i8iom to the 3dfx estate. Under the settlements$hillion relates to various administrat
expenses and Trustee fees, and $25.0 million eetatthe satisfaction of debts and liabilities owethe general unsecured creditors of 3dfx.
As such, during the three months ended Octobe2®1B, we recorded $5.6 million as a charge toesaght costs and $25.0 million as
additional purchase price for 3dfx. Please reféMate 12 of the Notes to Consolidated Financiale®tents for further information regarding
this litigation.
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Contractual Obligations

The following summarizes our contractual obligasidhat are not on our balance sheet as of Jan@ag0P6 and the effect such
obligations are expected to have on our liquiditg aash flow in future periods:

Contractual Obligations Total Within 1 Year 2-3 Years 4-5 Years After 5 Years
(in thousands)

Operating lease $172,48. $ 29,557 $57,717 $55,60¢ $ 29,60

Purchase obligations ( 401,57: 401,57: — — —

Total contractual obligatior $574,05: $ 431,12¢ $57,717 $55,60¢ $ 29,60

(1) Represents our inventory purchase commitments damfary 29, 200t

Off-Balance Sheet Arrangements
We have no material off-balance sheet arrangenaantiefined in Regulation S-K 303(a)(4)(ii).

Recently Issued Accounting Pronouncements

In December 2004, the Financial Accounting Stansi&uiard, or FASB, issued Statement of Financialofioting Standards No. 123
(R), or SFAS No. 123(Rphare-Based Paymenivhich requires the measurement and recognitiaronfpensation expense for all stock-
based compensation payments. In April 2005, the 8&&l&yed the effective date of SFAS No. 123(R),cltis now effective for annual
periods that begin after June 15, 2005. In Marddb2the SEC issued Staff Accounting Bulletin No7 16r SAB No. 107, which includes
interpretive guidance for the initial implementatiof SFAS No. 123(R). SFAS No. 123(R) allows faher prospective recognition of
compensation expense or retrospective recogniimintend to adopt SFAS No. 123(R) using the medifirospective method, which
requires the application of the accounting standardf January 30, 2006, the first day of our fi@€®7. Expensing these incentives in future
periods will materially and adversely affect oypaeted operating results as the stock-based corafien®expense would be charged directly
against our reported earnings. We anticipate thastwck-based compensation expense will be appiately $18 to $22 million for the first
quarter of fiscal 2007 and we are unsure how thekebavill react to this adverse affect on our opi@garesults, which could impact our stock
price.

During the first quarter of fiscal 2006, we traimied from a Black-Scholes model to a binomial nidolecalculating the estimated fair
value of new stock-based compensation awards gramger our stock option plans. As a result of mecegulatory guidance, including SAB
No. 107, and in anticipation of the impending efifex date of SFAS No. 123(R), we reevaluated tlsei@ptions we use to estimate the v
of employee stock options and shares issued unaeroployee stock purchase plan, beginning witbkstgptions granted and shares issued
under our employee stock purchase plan in ourdinstrter of fiscal 2006. We determined that theafsmplied volatility is expected to be
more reflective of market conditions and, therefaan reasonably be expected to be a better indiohexpected volatility than historical
volatility. Additionally, in the first quarter ofigcal 2006, we began segregating options into grdoipemployees with relatively homogene
exercise behavior in order to make full use ofdapabilities of the binomial valuation model. Asluthe expected term is based on detailed
historical data about employees' exercise behavésting schedules, and death and disability pritibab. We believe the resulting binomial
calculation provides a more refined estimate off#fievalue of our employee stock options. For employee stock purchase plan, we dec
to continue to use the Black-Scholes model to ¢aleuhe estimated fair value.

In June 2005, the FASB issued SFAS No. 154, or SRASL54,Accounting Changes and Error Corrections, a reptaeat of APB
Opinion No. 20 and FASB Statement NoSFAS No. 154 applies to all voluntary changes
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in accounting principle, and changes the requireésiem accounting for and reporting of a changadoounting principle. We will adopt
SFAS 154 during the first quarter of fiscal 2007e b not expect the adoption of SFAS No. 154 teetematerial impact on our
consolidated financial position, results of opemasi or cash flows.

In June 2005, the FASB ratified the Emerging IsStesk Force’s, or EITF’s, Issue No. 05-06, or EN®. 05-06,Determining the
Amortization Period for Leasehold Improveme. EITF No. 05-06 provides that the amortizationigeéused for leasehold improvements
acquired in a business combination or purchased tifé inception of a lease be the shorter ofi@useful life of the assets or (b) a term that
includes required lease periods and renewals teatasonably assured upon the acquisition oruhehpse. The provisions of EITF No. 05-
06 are effective on a prospective basis for ledsehtgprovements purchased or acquired. We adopf€E NHo. 05-06 during the second
quarter of fiscal 2006 and it did not have a matenmpact on our consolidated financial positiasults of operations or cash flows.

In November 2005, the FASB issued Staff Positior; 9P, FAS115-1/124-The Meaning of Other-Than-Temporary Impairment and
Its Application to Certain Investmer, which addresses the determination as to whenwsiment is considered impaired, whether that
impairment is other than temporary, and the measené of an impairment loss. This FSP also incli&Esunting considerations subsequent
to the recognition of an other-tha@mporary impairment and requires certain disclesabout unrealized losses that have not beennizen
as other-than-temporary impairments. The guidamé¢kis FSP amends SFAS No. 1Ascounting for Certain Investments in Debt and B
Securities and SFAS No. 124 ccounting for Certain Investments Held by Notfwoofit Organizations and APB Opinion No. 18 he
Equity Method of Accounting for Investments in Comi@tock. We will adopt this FSP during the first quartéfiscal 2007. We do not
believe the adoption of this FSP will have a matampact on our consolidated financial positia@sults of operations or cash flows.

In November 2005, the FASB issued FSP FAS123(Ry&nsition Election to Accounting for the Tax Eféecf Share-Based Payment
Awards.This FSP requires an entity to follow either thansition guidance for the additional-paid-in-capiaol as prescribed in SFAS
No. 123(R),Share-Based Paymentr the alternative transition method as describhgtle FSP. An entity that adopts SFAS No. 123(8ihg
the modified prospective application may make atime election to adopt the transition method désct in this FSP. An entity may take up
to one year from the later of its initial adoptiohSFAS No. 123(R) or the effective date of thidPRS evaluate its available transition
alternatives and make its one-time election. TI§iP became effective in November 2005. We are cilyremaluating the impact that the
adoption of this FSP could have on our consolidéiteshcial position, results of operations or céefws.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Interest Rate Risk

We invest in a variety of financial instrumentsnpsisting principally of investments in commerciaper, money market funds and
highly liquid debt securities of corporations, ntipalities and the United States government andgencies. These investments are
denominated in United States dollars.

We account for our investment instruments in acaocé with Statement of Financial Accounting Stadsi&to. 115, or SFAS No. 115,
Accounting for Certain Investments in Debt and BgSiecurities. All of the cash equivalents and marketable séesrare treated as
“available-for-sale” under SFAS No. 115. Investngeintboth fixed rate and floating rate interesha@ay instruments carry a degree of interest
rate risk. Fixed rate securities may have theirketavalue adversely impacted due to a rise in @sterates, while floating rate securities may
produce less income than expected if interest fateDue in part to these factors, our futureastment income may fall short of expectati
due to changes in interest rates or we may sudeels in principal if we are forced to sell se@sithat decline in market value due to
changes in interest rates. However, because weifylasir debt securities as “available-for-saled,gains or losses are recognized due to
changes in interest rates unless such securittesodd prior to maturity or declines in fair valae determined to be other than temporary.
These securities are reported at fair value wighrétlated unrealized gains and losses includeddnmulated other comprehensive income, a
component of stockholders’ equity, net of tax.
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As of January 29, 2006, we performed a sensitaitglysis on our floating and fixed rate financratléstments. According to our
analysis, parallel shifts in the yield curve oftbe¥- 0.5% would result in changes in fair markaiues for these investments of approximately
$2.6 million.

Exchange Rate Risk

We consider our direct exposure to foreign exchaatgefluctuations to be minimal. Currently, sa@sl arrangements with third-party
manufacturers provide for pricing and payment intéthStates dollars, and, therefore, are not subjeexchange rate fluctuations. Increases
in the value of the United States’ dollar relatigeother currencies would make our products mopeesgive, which could negatively impact
our ability to compete. Conversely, decreasesénviiiue of the United States’ dollar relative thestcurrencies could result in our suppliers
raising their prices in order to continue doingibass with us. To date, we have not engaged ircamgncy hedging activities, although we
may do so in the future. Fluctuations in currenegh@nge rates could harm our business in the future

ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPL EMENTARY DATA

The information required by this item is set faritour Consolidated Financial Statements and Nibi®to included in this Annual
Report on Form 10-K/A.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable.

ITEM 9A. CONTROLS AND PROCEDURES
Audit Committee Review into Past Option Grants andPractices and Restatement

In May 2006, following media reports of stock optiaccounting investigations at other companiesntapagement of NVIDIA decide
to conduct a review of stock option grants mad&®yDIA. Management advised the Company’s Board okEtors of the review at a
regularly-scheduled meeting of the Board of Dirextan May 25, 2006. The Board of Directors direatexthagement to report its findings to
the Audit Committee. Management presented its figslito the Audit Committee in late June 2006. Falhg that presentation, the Audit
Committee determined that it should perform its amdependent review of stock option grants mad&l¥iDIA. The Audit Committee, witt
the assistance of outside legal counsel, begaevtsw on approximately June 29, 2006.

The Audit Committee’s review was completed on Nokeml3, 2006 when the Audit Committee reportefinidings to the full Board
of Directors. The review covered option grantslt@mployees, directors and consultants for alhgdates during the period from our initial
public offering in January 1999 through June 20@6part of its review, the Audit Committee deterednwhether the correct measurement
dates had been used under applicable accountinggs for these options. The measurement dataesrtéa date on which the option is
deemed granted under applicable accounting priesiplamely Accounting Principles Board Opinion R, or APB 25Accounting for Stoc
Issued to Employe@nd related interpretations, and is the first datevhich all of the following are known: (1) thedimidual employee who
is entitled to receive the option grant, (2) thenbwer of options that an individual employee istiadito receive, and (3) the option’s exercise
price.

Based on the findings of the Audit Committee andinternal review, we identified a number of ocoasi on which we used an
incorrect measurement date for financial accourdimg reporting purposes. These errors resultedapitinfrom our use during our fiscal year
2000, 2001 and 2002, of certain date selection agstldiscussed below which resulted in employeesivieg options with stated exercise
prices lower than the market prices as measurezthgson the actual grant dates. We ceased usihgpsactices beginning in our fiscal year
2003. The Audit Committee found that, beginningim fiscal year 2003, we improved our stock optioant processes and have generally
granted and priced our employee stock options iobgective and consistent manner since that tinmavéver, for one Company-wide annual
stock option grant we made in fiscal 2004, we ditifmalize the number of options allocated to eawsiployee as of the stated grant date in
May 2003, which resulted in stoddased compensation charges due to the change inghgurement date to the date the grants werézéd:
The Audit Committee’s review did not identify angditional stock-based compensation charges fronsarement date issues subsequent to
that fiscal year 2004 grar



In accordance with APB 25, with respect to perittileugh January 29, 2006, we should have recorbett-based compensation
expense to the extent that the fair market valusuofcommon stock on the correct measurement dateded the exercise price of each
option granted. For periods commencing Januar2806 (the beginning of our fiscal year 2007), weord stock-based compensation
expense in accordance with Statement of FinanaabAnting Standards No. 123(R) (revised), or SFAST3(R),Share-Based Payment

As a result of the measurement date errors idedtffiom the Audit Committee’s review, through Jagu20, 2006, we recorded
aggregate non-cash stobksed compensation charges of $127.4 million, hetlated tax effects. These charges were basethgly on APE
25 (intrinsic value-based) charges and associatgrbl taxes of $199.6 million on a pre-tax basgibjch are being amortized over the vesting
term of the stock options in accordance with Fi@ngccounting Standards Board Interpretation N&y. @& FIN 28 Accounting for Stock
Appreciation Rights and Other Variable Stock OptiwrAward Plans. We have amortized a substantial portion of tlebsgges to expense
during our fiscal years 2000 to 2006. If an opti®forfeited prior to vesting, we reverse both tharges amortized to expense in prior per
as well as any remaining unamortized deferred sbasled compensation associated with the forfeipdidms. Accordingly, our net stock-
based compensation charges amortized to our staterhmcome are lower than the aggregate stockdasmpensation charges based on
APB 25 (intrinsic-value based). As of January ZW&, the remaining APB 25 (intrinsic value-basenBmortized deferred stock-based
compensation related to the errors identified dytire review was approximately $3.0 million.
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The types of errors we identified were as follows:

Improper Measurement Dates for Company-Wide AnauBRetention Stock Option Grant®Ve determined that, in connection with
certain annual or retention stock option grants wexmade to employees during our fiscal years 20001, 2002, 2003 and 2004, the final
number of shares that an individual employee wéleshto receive was not determined and/or theer@pproval of the related stock option
grant had not been given until after the statedtgiate. Therefore, the measurement date for spithns for accounting purposes was
actually subsequent to the stated grant date tieguh new measurement dates for the related pngtio

Improper Measurement Dates for Stock Option Graoting Fiscal Years 2001 and 2002 connection with stock option grants that
we made to newly-hired employees (and, to a musteledegree, retention grants to existing emplgyhaing fiscal years 2001 and 2002,
our practice was to grant stock options with arr@ge price based upon the lowest closing priceuofcommon stock in the last few days of
the month of hire or the last few days of any sghsat month in the quarter of hire. The selectibthe grant date of the related option grants
would be made at the end of the fiscal quarterveaisi based on achieving the lowest exercise pricthéoaffected employees. As a result of
these practices, the measurement date for suabnsgdtir accounting purposes was actually subsedaéhé stated grant date, resulting in
new measurement dates for the related options.

Improper Measurement Dates for Stock Option Graoting Fiscal Year 200dn connection with certain stock option grants ¢éovty-
hired employees (and, to a much lesser degreati@mtegrants to existing employees) during a poartibfiscal year 2000, our practice was to
delay the selection of the related grant dated th@iend of a two-month period in the fiscal gaaduring which the employees who received
the grants began their employment with NVIDIA. Aeeault of this practice, the exercise price ofrilated option grants was not determined
until subsequent to the stated grant date. Wedssgrmined that, during fiscal year 2000, we gdhesat the grant date and exercise price of
employee option grants for new hires and promotadrtee lowest price of the last few business adiyee month of their hire or promotion
(or of the following month in certain two-month pas that were chosen for an indeterminate reagana result of these practices, the
measurement date for such options for accountimggses was actually subsequent to the stated dasatresulting in new measurement
dates for the related options. In addition, we dlstermined that the exercise price or the numbepitions to be granted had not been
determined, or the proper approval had not beeengifor various other miscellaneous option granting fiscal year 2000 until after the
stated grant date - resulting in new measuremeasdar accounting purposes for the related options

Other Issues IdentifiedVe also identified instances where stock optiomggrdid not comply with applicable terms and capdi of the
stock plans from which the grants were issued.example, two grants were made to officers of NVIDAthe chief executive officer under
delegated authority; however, under the terms@fibplicable plan, the option grant should have lmeade by our Board or the
Compensation Committee. There were also instanbesan(1) option grants were made to a small grédgmployees who joined NVIDIA
pursuant to a business combination, and to a feer@mployees in certain instances, with statedceseeprices below the fair market value
our common stock on the actual measurement ddteeagklated grants; and (2) option grants were nhadefew individuals who were
contractors rather than employees, without recgrttie appropriate accounting charges. The accauitipact of these items was
cumulatively less than $6.0 million. In additiohetAudit Committee did not find any evidence thegse violations were committed for
improper purposes.

The Audit Committee carefully considered the ineshent of current members of management in the ogtiant process and
concluded that the evidence did not give rise pa@mncern about the integrity of any current offioe director of NVIDIA. The Audit
Committee also found that the accounting errorsiapaloper practices brought to light during theview were not motivated by any intent
to mislead investors, improve NVIDIA’s reporteddincial results, or obtain any personal benefiteBam its findings, the Audit Committee
was unable to reach any conclusion regarding ttegiity of former officers and employees.

As a result of the errors we identified, we hava&ated our historical financial statements fromfisgal year 2000 through our fiscal
year 2006 to record $127.4 million of charges elab stoc-based compensation and associated payroll taxiegpeet of related income
tax effects. These errors resulted in after-taxgdmof $1.4 million, $11.7 million and $25.8 nolhi for our fiscal years 2006, 2005 and 2004,
respectively. Additionally, the cumulative effedttbe related after-tax charges for periods proour fiscal year ended January 25, 2004 was
$88.4 million. These additional stock-based compBas expense charges were non-cash and had netimpaur reported revenue, cash,
cash equivalents or marketable securities for ehtie restated periods.
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For all periods through the end of our fiscal y2a06, we have recorded aggregate non-cash stoektoasnpensation charges of
$190.2 million, associated payroll tax charges®#3nillion and a related income tax benefit of £7illion.

We recorded an income tax benefit of $2.0 milli$&,7 million, and $14.6 million for our fiscal yesa2006, 2005 and 2004, respectiv
The cumulative income tax benefit for periods ptmour fiscal year 2004 was $48.9 million. Theame tax benefit differs from the expec
statutory federal tax benefit principally as a ieefistate income tax benefits and federal angestsearch and experimental tax credits not
previously benefited on stock-based compensatianggls. Additionally, in our fiscal year 2004, wéeesed a valuation allowance of $3.2
million recognized in prior periods on the increr@stock-based compensation expense. Prior tismal year 2004, it was not more likely
than not that we would realize the benefits offtliare deductible amounts related to stock-basetpemsation expense. In our fiscal year
2004, the realization of these amounts became liketg than not due to settlement of certain tartargencies related to stock-based
compensation expense.

As part of this restatement, we also accrued ligdsland recorded charges to operating costs gpehses for certain payroll tax
contingencies related to the incremental stock-thasenpensation expense in the amount of $18.8amiftor all annual periods from our
fiscal year 2000 through our fiscal year 2006. \Weorded such charges in the amount of $3.1 mildr3 million, and $1.6 million for our
fiscal years 2006, 2005 and 2004, respectively.nipgiration of the related statute of limitationg also recorded benefits from the reversal
of previously-recorded payroll tax liabilities 06 $ million and $2.8 million in our fiscal years@®and 2005, respectively. As a result, the
net benefit to our statements of income was $3lkomiand $1.5 million for our fiscal years 2006d82005, respectively. The cumulative
payroll tax expense for periods prior to our fispadr 2004 was $12.8 million. For those stock apticants that we determined to have
incorrect measurement dates for accounting purpmsgshat we had originally issued as incentivelstaptions, or ISOs, we recorded a
liability for payroll tax contingencies in the ewesuch grants would not be respected as ISOs uhdearinciples of the Internal Revenue
Code, or IRC, and the regulations thereunder. Thaisiities were recorded with a charge to opergitosts and expenses.

We also considered the application of Section 46Bthe IRC to certain stock option grants wheredarmAPB 25, intrinsic value
existed at the time of grant. In the event suchkstptions grants are not respected as issued andaket value at the original grant date
under principles of the IRC and the regulationsghader and are subject to Section 409A, we arsidering potential remedial actions that
may be available. We do not expect to incur a natelharge as a result of any such potential realeditions.

As a result of the findings of the Audit Committees concluded that we needed to amend our Origitfialy to restate our consolidated
financial statements for the years ended Januagr@@®%5, January 30, 2005, and January 25, 2004henctlated disclosures.

Managemer's Conclusion Regarding the Effectiveness of Irek@ontrol over Stock Option Grant Practices

In assessing whether our disclosure controls andegiures and our internal control over financipbréing were effective as of
January 29, 2006, management considered, amongtbihgs, the impact of the restatement of therfaial statements for fiscal years 2004,
2005, and 2006, the nature of the restatementsabded in Note 2 of the Notes to Consolidated iigizd Statements, and the effectivenes
internal control in this area as of January 29,6200
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Management’s Consideration of the Restatement

In coming to the conclusion that our disclosuretaas and procedures and our internal control dwmncial reporting were effective as
of January 29, 2006, management considered, antbegthings, the control deficiencies related tooamting for stock based compensation
and the control environment. Management also censitthe conclusions of the Audit Committee, foilogvan extensive review of our past
and current stock option grants and practices; (aatvhile NVIDIA used incorrect accounting measment dates for certain stock option
grants, as more fully discussed above, those enrers not a result of fraud; and (b) our optionngi@aractices had improved significantly
since May 2003. These control deficiencies resutidtie need to restate our previously-issued fir@rstatements as disclosed in Note 2,
“Restatement of Consolidated Financial Stateménidjt Committee and Company Findings”, of the Ndtesur Consolidated Financial
Statements. Management has concluded that theotdeficiencies that resulted in the restatemerhefpreviously-issued financial
statements did not constitute a material weaknes$ danuary 29, 2006 because management deterthetesis of January 29, 2006 there
were effective controls designed and in place avent or detect a material misstatement and, thiergethe likelihood of our financial
statements being materially misstated is remote.

Specifically, during our fiscal years 2003 thro2fi06, NVIDIA implemented new policies and procedsgsrovide greater internal
controls over our stock option grant approvalsiuding:

» enhanced processes surrounding Company-wide aandalemiannual grants, especially pertaining to advancedrphg, approve
timelines, documentation, and communicati

» improved procedures related to the administratiooption grants related to nev-hired employees
» hiring of additional qualified personnel in the aseof financial accounting and reporting as welegsl;

» documentation and testing of key controls in theaasf stock administration, including controls lwhseprocesses driven by our
human resource departme

* review and approval by the Compensation Commitferinstock option grant guidelines and polici
» timely approval of stock option grants by the Comgation Committee

» enhanced focus on the establishment of guidelmesder to achieve a high level of objectivity retdetermination of stock option
grants made to all employees; ¢

» increased review of our stock option grant plars @pproval processes and documentation by our tegaise

Management has concluded, therefore, that the @ateficiencies that resulted in the restatemerthefpreviously issued financial
statements did not constitute a material weaknes$ danuary 29, 2006.
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Audit Committee’s Recommended Further Measures Regding Stock Option Grants

The Audit Committee noted that management hadfgignily improved our stock option grant practicésce May 2003. However, the
Audit Committee recommended, and the Board of Dimscapproved, the following best practices, whighintend to adopt, for considerat
in light of its review into our past stock optioragt processes:

establish pr-determined grant dates for all stock option gramasle by NVIDIA,;

the Compensation Committee should establish stptikrogrant budgets and guidelines on no less éimaannual basis, to be
reviewed on a sel-annual basis

the Compensation Committee should be provided &ithanced support to ensure that its monitoring@tompliance by the
Company with the Compensation Committee’s guidslitige applicable stock plan terms and conditiand,the related accounting
for stock option grants

our management should report quarterly to the AGdinmittee regarding our stock option grant prastiéncluding compliance
with internal procedures, proper accounting pritespand applicable disclosure requireme

we should improve documentation of option grantrapals and approved grants should be promptly edteto our financial
records and stock option database;

our stock administration personnel should contitauesceive regular trainin
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Controls and Procedures
Disclosure Controls and Procedur

Based on their evaluation as of January 29, 20@6management, including our Chief Executive Offiaed Chief Financial Officer,
have concluded that our disclosure controls andgaiores (as defined in Rule 13a-15(e) under tharies Exchange Act of 1934, or the
Exchange Act) were effective to ensure that theenratinformation required to be disclosed by uthis Annual Report on Form 10-K/A was
recorded, processed, summarized and reported vifthitime periods specified in the Securities archange Commission’s rules and
instructions for Form 10-K.

Managemer's Annual Report on Internal Control Over FinancRéporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting, as such term is
defined in Exchange Act Rule 13a-15(f). Under thpesvision and with the participation of our managet, including our Chief Executive
Officer and Chief Financial Officer, we conductadevaluation of the effectiveness of our interraiteol over financial reporting as of
January 29, 2006 based on the criteria set forthtérnal Control - Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission. Basedusrevaluation under the criteria set forthriternal Control — Integrated Framework
our management concluded that our internal cootrel financial reporting was effective as of Jagz8, 2006.

Our managemerg’assessment of the effectiveness of our inteordtal over financial reporting as of January 290& has been audit
by PricewaterhouseCoopers LLP, an independentteegis public accounting firm, as stated in theromt which is included herein.

Changes in Internal Control Over Financial Repogin

There were no changes in our internal controls émancial reporting during our last fiscal quartieat have materially affected, or are
reasonably likely to materially affect, our intekantrol over financial reporting.

Inherent Limitations on Effectiveness of Conti

Our management, including our Chief Executive @ffiand Chief Financial Officer, does not expect tha disclosure controls and
procedures or our internal controls, will prevelhearor and all fraud. A control system, no matterw well conceived and operated, can
provide only reasonable, not absolute, assuraratdttb objectives of the control system are metthen, the design of a control system must
reflect the fact that there are resource conssaarid the benefits of controls must be consideziadive to their costs. Because of the inherent
limitations in all control systems, no evaluatidrcontrols can provide absolute assurance thaballrol issues and instances of fraud, if any,
within NVIDIA have been detected.

ITEM 9B. OTHER INFORMATION

None.

PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT
Identification of Directors

Reference is made to the information regardingcttims appearing under the heading “Election of @o&s” in our 2006 Proxy
Statement, which information is hereby incorpordigdeference.

Identification of Executive Officers

Reference is made to the information regarding etkee officers appearing under the heading “Exeeu@fficers of the Registrant” in
Part | of this Annual Report on Form 10-K/A, whicliormation is hereby incorporated by reference.

Identification of Audit Committee and Financial Expert

Reference is made to the information regardingettims appearing under the heading “Report of thditXDommittee of the Board of
Directors” in our 2006 Proxy Statement, which informationésdby incorporated by referen:



Material Changes to Procedures for Recommending Déctors

Reference is made to the information regardingcttms appearing under the heading “Election of @oes” in our 2006 Proxy
Statement, which information is hereby incorpordigdeference.

Compliance with Section 16(a) of the Exchange Act

Reference is made to the information appearing thdeheading “Section 16(a) Beneficial Ownershgp&ting Compliance” in our
2006 Proxy Statement, which information is herginorporated by reference.
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Code of Ethics

Reference is made to the information appearing utingeheading “Code of Ethics” in our 2006 Proxgt€ment, which information is
hereby incorporated by reference. The full texbaf “Worldwide Code of Ethics” and “Financial Tedode of Ethics” are published on our
Investor Relations web site, under Corporate Gaveea, atvww.nvidia.com

ITEM 11. EXECUTIVE COMPENSATION

Reference is made to the information appearing utideheading “Executive Compensation” in our 2806xy Statement, which
information is hereby incorporated by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Ownership of NVIDIA Securities

Reference is made to the information appearinguir?006 Proxy Statement under the heading “Secntypership of Certain
Beneficial Owners and Management”, which informati® hereby incorporated by reference.

Equity Compensation Plan Information

Information regarding our equity compensation plamsuding both stockholder approved plans and-stockholder approved plans,
will be contained in our definitive Proxy Statemarith respect to our Annual Meeting of Stockholdensler the caption "Compensation-
Equity Compensation Plan Information"”, and is ipewated by reference into this report.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

Reference is made to the information appearingiim?006 Proxy Statement under the heading “Cefeansactions”, which
information is hereby incorporated by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
Reference is made to the information appearingim2006 Proxy Statement, which information is hgriettorporated by reference.

63



Table of Contents

PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(@) 1. Consolidated Financial Statement: e
Report of Independent Registered Public Accourttiing, PricewaterhouseCoopers L 65
Report of Independent Registered Public Accourtftiingn, KPMG LLP 67
Consolidated Balance Sheets as of January 29, 20@6]January 30, 2005, as rest: 68
Consolidated Statements of Income for the years@&ddnuary 29, 2006, January 30, 2005, and JaB6aB004, as restatt 69
Consolidated Statements of Stockholders’ Equity @adhprehensive Income for the years ended Jan@ar30®6, January 30,
2005, and January 25, 2004, as rest 70
Consolidated Statements of Cash Flows for the ydrsary 29, 2006, January 30, 2005, and JanuaB0P3, as restate 71
Notes to Consolidated Financial Stateme 73

(a) 2. Financial Statement Schedules
Schedule Il Valuation and Qualifying Accoul 10€

(a) 3. Exhibits 107
'II:'he e>ir(1i|2i/t; listed in the accompanying index thikits are filed or incorporated by reference @& of this Annual Report on

orm 1(-K/A.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors
NVIDIA Corporation:

We have completed integrated audits of NVIDIA Cogimn’s fiscal 2006 and 2005 consolidated finahsiatements and of its internal
control over financial reporting as of January 2806 in accordance with the standards of the P@gimpany Accounting Oversight Board
(United States). Our opinions, based on our augitspresented below.

Consolidated financial statements and financidéstant schedule

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15{(g)¢&sent fairly, in all material respects,
financial position of NVIDIA Corporation and itsIssidiaries at January 29, 2006 and January 30, @0@3%he results of their operations and
their cash flows for each of the two years in teeqa ended January 29, 2006 in conformity withoaciting principles generally accepted in
the United States of America. In addition, in opimion, the financial statement schedule listethmindex appearing under Item 15(a)(2)
presents fairly, in all material respects, the infation set forth therein as of January 29, 20a@bJamuary 30, 2005 and for each of the two
years in the period ended January 29, 2006 whehimezonjunction with the related consolidated fioial statements. These financ
statements and the financial statement scheduldamesponsibility of the Company’s management. @sponsibility is to express an
opinion on these financial statements based omuadits. We conducted our audits of these statenremaiscordance with the standards of the
Public Company Accounting Oversight Board (Unitedt&s). Those standards require that we plan arfidrpethe audit to obtain reasonable
assurance about whether the financial statemeatises of material misstatement. An audit of finahstatements includes examining, on a
test basis, evidence supporting the amounts antbdiges in the financial statements, assessingdabeunting principles used and significant
estimates made by management, and evaluating #ralbfinancial statement presentation. We beligng our audits provide a reasonable
basis for our opinion.

As described in Note 2 to the consolidated findrst@tements, the Company has restated its fig# 2nd fiscal 2005 consolidated financial
statements.

Internal control over financial reporting

Also, in our opinion, management’s assessmentyded in Management’'s Annual Report on Internal @dmiver Financial Reporting
appearing under Item 9A, that the Company mainthé&féective internal control over financial repadias of January 29, 2006 based on
criteria established imternal Control - Integrated Framewoi&sued by the Committee of Sponsoring Organizatirike Treadway
Commission (COSOQ), is fairly stated, in all materéspects, based on those criteria. Furthermoreui opinion, the Company maintained, in
all material respects, effective internal contreéofinancial reporting as of January 29, 2006edamn criteria established internal Control -
Integrated Frameworissued by the COSO. The Company’s managementpsmsible for maintaining effective internal contoser
financial reporting and for its assessment of fifrecéiveness of internal control over financial oefing. Our responsibility is to express
opinions on management’s assessment and on tletiedfeess of the Company’s internal control oveaficial reporting based on our audit.
We conducted our audit of internal control ovegfinial reporting in accordance with the standafdeePublic Company Accounting
Oversight Board (United States). Those standamgisinethat we plan and perform the audit to obtaasonable assurance about whether
effective internal control over financial reportingis maintained in all material respects. An aaflinternal control over financial reporting
includes obtaining an understanding of internatie@rover financial reporting, evaluating managetiseeassessment, testing and evaluating
the design and operating effectiveness of intezoatrol, and performing such other procedures asamsider necessary in the circumstan
We believe that our audit provides a reasonablis basour opinions.

A company'’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting
principles. A company'’s internal control over firgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detalil,
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accurately and fairly reflect the transactions disghositions of the assets of the company; (iiyvjute reasonable assurance that transactions
are recorded as necessary to permit preparatibnasfcial statements in accordance with generalbepted accounting principles, and that
receipts and expenditures of the company are beande only in accordance with authorizations of manzent and directors of the compa
and (iii) provide reasonable assurance regardiaggmtion or timely detection of unauthorized acigjois, use, or disposition of the
company’s assets that could have a material efiethe financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP

San Jose, California
March 16, 2006, except with respect to our opiraarthe consolidated financial statements insofar r@tates to the restatement discussed in
Note 2, as to which the date is November 28, 2
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
NVIDIA Corporation:

We have audited the accompanying consolidatednséaits of income, stockholders’ equity and comprsivenincome, and cash flows of
NVIDIA Corporation and subsidiaries (the Compargy) the year ended January 25, 2004. In connectitthour audits of the consolidat
financial statements, we have also audited then6iiah statement schedule for the year ended Jardfgr®004 as listed in the index of

Item 15. These consolidated financial statemerddfiaancial statement schedule are the resportgililithe Company’s management. Our
responsibility is to express an opinion on thesgsotidated financial statements and financial stet® schedule based on our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting OversightriBq@nited States). Those stande
require that we plan and perform the audit to ebtagsonable assurance about whether the finastaiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodit provides a reasonable basis for our opinio

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the results of operations and cash
flows of NVIDIA Corporation and subsidiaries fortlyear ended January 25, 2004 in conformity witB.\generally accepted accounting
principles. Also, in our opinion, the related ficéad statement schedule, when considered in reldatidhe consolidated financial statements
taken as a whole, presents fairly, in all mategapects, the information set forth therein.

As described in Note 2 to the accompanying conatdid financial statements, the consolidated statesw# income, stockholdersguity anc
comprehensive income, and cash flows of NVIDIA Gogtion and subsidiaries for the year ended Jar2@r2004 have been restated.

/sl KPMG LLP

Mountain View, California
February 12, 2004, except as to Note 2, which f &ovember 28, 2006.
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NVIDIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share data)

ASSETS

Current asset:

Cash and cash equivalel

Marketable securitie

Accounts receivable, less allowances of $10,837¢r3J153 in 2006 and 2005, respectiv

Inventories

Prepaid expenses and other current a:

Deferred income taxe

Total current asse

Property and equipment, r
Deposits and other assi
Goodwill
Intangible assets, n
Deferred income taxes, n-current

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl
Accrued liabilities
Current portion of capital lease obligatic
Total current liabilities
Other lon¢-term liabilities
Commitments and contingenci- see Note 1.
Stockholder’ equity:
Preferred stock, $.001 par value; 2,000,000 sharg®rized; none issut
Common stock, $.001 par value; 1,000,000,000 staartmrized; 179,963,979 shares issued and
171,477,456 outstanding in 2006; and 169,173,888shssued and 167,089,545 outstanding in
2005
Additional paic-in capital
Deferred compensatic
Treasury stocl
Accumulated other comprehensive loss,
Retained earning

Total stockholders' equi

1)

Financial Statement

See accompanying notes to consolidated financgsients.
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January 29,
2006

January 30,
2005

(As Restated)(1

(As Restated)(1

$ 551,75 $ 20851:
398,41 461,53
318,18t 296,27
254,87 315,78t
24,38’ 19,81¢

2,682 4,97
1,550,29! 1,306,90!
178,15: 178,95!
27 47 9,03¢
145,31 108,10
15,42: 27,51
38,02 33,03

$ 195468 $ 1,663,55

$ 179,39 $ 23822
259,26 182,07

— 85¢€
438,65 421,15
20,03¢ 21,30«

18C 16¢
965,78 816,05
(3,604) (13,577
(212,14:) (24,644
(1,957 (3,469
747,73 446 55!
1,495,99; 1,221,09.
$ 195468 $ 1,663,55

See Note 2, “Restatement of Consolidated FimdStatements, Audit Committee and Company Finglingf the Notes to Consolidated
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NVIDIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(In thousands, except per share data)

Year Ended Year Ended Year Ended
January 29, January 30, January 25,
2006 2005 2004
(As Restated)(1 (As Restated)(1 (As Restated)(1
Revenue $ 2,375,68 $ 2,010,083 $ 1,822,94!
Cost of revenu 1,465,65 1,362,47. 1,297,68.
Gross profit 910,03: 647,55! 525,26
Operating expense
Research and developmt 357,12: 348,22( 292,16:
Sales, general and administrat 202,08t 204,15¢ 179,81:
In-process research and developn — — 3,50(
Settlement cosl 14,15¢ — —
Total operating expens 573,36¢ 552,37/ 475,47
Income from operatior 336,66 95,17¢ 49,78¢
Interest incom 20,69¢ 11,42: 18,56:
Interest expens (72 (164) (12,010
Other income (expense), r (502) 594 3,03:
Convertible debenture redemption expe — — (13,06¢)
Income before income tax expense (ben 356,78t 107,02¢ 46,30:
Income tax expense (benel 55,61: 18,41: (2,326
Net income $ 301,17¢ $  88,61f $  48,63(
Basic net income per she $ 1.77 $ 0.5: $ 0.3C
Diluted net income per sha $ 1.6F $ 0.5C $ 0.2¢
Shares used in basic per share computi 169,69( 166,06. 160,92
Shares used in diluted per share comput: 182,85 175,81. 172,05«

(1) See Note 2, “Restatement of Consolidated FimhdStatements, Audit Committee and Company Finglingf the Notes to Consolidated
Financial Statement

See accompanying notes to consolidated finanassients.
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NVIDIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
AND COMPREHENSIVE INCOME

(In thousands, except share data)

Additional Accumulated Total Total
Common Stock Paid-in Deferred Other Retained Stockholders’  Comprehensive
Capital Compensation  Treasury Comprehensive Earnings Equity Income
Shares Amount (As restated)(1  (As restated)(1 Stock Income (Loss) (As restated)(1  (As restated)(1  (As restated)(1
Balances, January 26, 20 157,790,02 15¢ $ 531,18t (156) $ — 3,76 $ 397,73¢ % 932,68° $ 94,45:
Cumulative effect of
restatement (Note 2) — — 134,11¢ (17,449 — — 88,429 28,24¢ (88,429
Issuance of common stock
from stock plans 6,355,76! 6 37,661 — — — — 37,67
Tax benefit from stock plans — — 5,50¢ — — — — 5,50¢
Deferred compensatic — — 63,33¢ (63,187 — — — 15€
Reversal of deferred
compensation — — 2,839 1,832 — — — —
Amortization of deferred
compensation — — 45€ 39,047 — — — 39,50:
Unrealized loss, net of $1,940
tax effect — — — — — (383 — 383 (389)
Reclassification adjustment
for net gains included in
net income, net of $632
tax effect — — — — — (2,527) — (2,527) (2,527)
Net income — — — — — — 48,63( 48,63( 48,63(
Balances, January 25, 20 164,145,78 164 770,44: (39,909 — 85C 357,94( 1,089,49:. 45,72(
Issuance of common stock
from stock plans 5,028,11. 5 42,497 — — — — 42,50:
Stock repurchase (2,084,35) — — — (24,649 — — (24,649
Tax benefit from stock plar — — 8,61¢ — — — — 8,61¢
Reversal of deferred
compensation — — (5,359 5,35¢ — — — —
Amortization of deferred
compensation — — (245) 20,967 — — — 20,82:
Unrealized loss, net of $1,47
tax effect — — — — — (4,46%) — (4,46%) (4,46%)
Reclassification adjustment
for net losses included in
net income, net of ($38)
tax effect — — — — — 15¢E — 15& 15E
Net income — — — — — — 88,61¢ 88,61¢ 88,61¢
Balances, January 30, 20 167,089,54 16¢ 816,05 (13,579 (24,64¢) (3,467) 446,55! 1,221,09: 84,30:
Issuance of common stock
from stock plans 10,831,74 11 127,48t — — — — 127,49°
Stock repurchas (6,402,171) — — — (188,509 — — (188,509
Tax benefit from stock plans — — 24,86¢ — — — — 24,86¢
Cancellation of shares (41,66%) — (620) — 1,011 — — 491
Reversal of deferred
compensation — — (2,10)) 2,101 — — — —
Amortization of deferred
compensatiol — — — 7,872 — — — 7,872
Unrealized loss, net of $845
tax effect — — — — — (120 — (120 (120)
Reclassification adjustment
for net losses included in
net income, net of ($407)
tax effect — — — — — 1,62¢ — 1,62¢ 1,62¢
Net income — — — — — — 301,17¢ 301,17¢ 301,17¢
Balances, January 29, 2006 171,477,45 18C $ 965,78 (3,609 $(212,14) $ (1,957) $ 747,73, $ 1,495,99. $ 302,68.

(1) See Note 2, “Restatement of Consolidated FiahdStatements, Audit Committee and Company Fingliref the Notes to Consolidated
Financial Statement

See accompanying notes to consolidated financitdsients.
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NVIDIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Cash flows from operating activitie
Net income

Adjustments to reconcile net income to net caskigeal by operating

activities:
In-process research and developn
Non-cash realized gain on investment exche
Depreciation and amortizatic
Net loss on retirements of property and equipn
Write-off of convertible debenture issuance cc
Deferred income taxe
Stocl-based compensatic
Bad debt expense (benel
Tax benefit from employee stock ple
Changes in operating assets and liabilii
Accounts receivabl
Inventories
Prepaid expenses and other current a:
Deposits and other assi
Accounts payabl
Accrued liabilities
Net cash provided by operating activit
Cash flows from investing activitie
Purchases of marketable securi
Sales and maturities of marketable secur
Acquisition of businesse
Purchases of property and equipment and intanggset:
Investments in nc-affiliates
Net cash provided by (used in) investing activi

Cash flows from financing activitie
Redemption of convertible debentt
Common stock issued under employee stock
Stock repurchas
Principal payments on capital lea:
Retirement of common stox
Net cash provided by (used in) financing activi
Change in cash and cash equival
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

Supplemental disclosures of cash flow informat
Cash paid for intere:

Cash paid (refund) for income taxes,

71

Year Ended
January 29, January 30, January 25,
2006 2005 2004

(As Restated)(1

$ 301,17t

(9€)
97,97
1,00¢

(2,69))
7,87¢
(492)
24, 86¢

(21,415
60,91¢
(4,568)
(8,079)

(58,82%)
48,75’

446,40

(338,05¢)
397,68
(12,137
(79,600)

(9,689)
(41,78)

127,49°
(188,509)
(85€)

491

(61,37Y)
343,24
208,51

$ 551,75

@

12
$ 3,36¢

(As Restated)(1

(As Restated)(1

$ 88,61 $  48,63(
— 3,50(

(539) —
102,59° 81,94«

412 —
— 5,48¢
8,691 43,53
20,82: 39,50:
(844) 731
8,61¢ 5,50¢
(110,312 (88,227
(80,90¢) (85,137)
(5,56¢) (2,69¢)
(1,45¢) (3,487
52,94 43,50
49,12t (43,137
132,201 49,67¢
(313,76() (734,64:)
229,06t 1,021,591
— (71,309
(67,262) (127,60
(151,95) 88,04
— (300,000
42 50: 37,75

(24,64 —
(4,01F) (8,045)
13,84: (270,29
(5,910) (132,57)
214,42, 346,99
$ 208,51 $ 21442
$ 16 $ 1516
$ 76 $ (211
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NVIDIA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS - (Continued)

(In thousands)

Year Ended
January 29, January 30, January 25,
2006 2005 2004

(As Restated)(1

Other noi-cash activities

1)

Acquisition of busines- goodwill adjustmen
Assets recorded under capital lease arranger
Application of customer advance to accounts redsé

$ 25,76¢
$
$ =
Marketable security received from investment excjex $ 96
$
$
$

Asset retirement obligatic 1,83¢
Unrealized gains/losses from marketable secul 1,06¢
Deferred stoc-based compensatic (2,100

(As Restated)(1

1,091

11,50¢

68¢
4,48:

5,74¢

$ (5359

KRB |P BB

(As Restated)(1

$ J—

$ 2,52¢
$ 46,86¢
$ -
$ -
$ 485
$  61,50¢

See Note 2, “Restatement of Consolidated FiahStatements, Audit Committee and Company Finglingf the Notes to Consolidated

Financial Statement

See accompanying notes to consolidated finanassients.
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NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Organization and Summary of Significant Acounting Policies
Our Company

NVIDIA Corporation is the worldwide leader in pragnmable graphics processor technologies. Our ptedunthance the end-user
experience on consumer and professional compugrges. We have four major product-line operatiegnsents: graphics processing units,
or GPUs, media and communications processors, dPdvi8andheld GPUs, and Consumer Electronics. Olr BBiness is composed of
products that support desktop personal computeCs, notebook PCs and professional workstatimnsMCP Business is composed of
NVIDIA nForce products that operate as a si-chip or chipset that can off-load system functiauh as audio processing and network
communications, and perform these operations inttbgaly from the host central processing unit, BtJCour Handheld GPU Business is
composed of products that support handheld persbgithl assistants, cellular phones and other haliddevices; and our Consumer
Electronics Business is concentrated in produetsdhpport video game consoles and other digitawmer electronics devices and is
composed of our contractual arrangements with Stmmputer Entertainment, or SCE, to jointly devedopustom GPU incorporating our
next-generation GeForce GPU and SCE’s system enhiith SCE's PlayStation3, sales of our Xbox-relggeducts, revenue from our
license agreement with Microsoft relating to thecgssor product to their initial Xbox gaming corsthe Xbox360, and related devices, and
digital media processor products. We were incottearan California in April 1993 and reincorporatedDelaware in April 1998. Our
headquarter facilities are in Santa Clara, Califarn

Fiscal year

We operate on a 52 or 53-week year, ending ondinel&/ nearest January 31. Fiscal 2006 and 200452evweeek years, compared to
fiscal 2005 which was a 53-week year.

Reclassifications
Certain prior fiscal year balances were reclagsifieconform to the current fiscal year presentatio

Principles of Consolidation

Our consolidated financial statements include dwants of NVIDIA Corporation and its wholly ownedbsidiaries. All material
intercompany balances and transactions have barimaled in consolidation.

Use of Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States requires
management to make estimates and assumptiondfiéettthe reported amounts of assets and liakslgied disclosures of contingent assets
and liabilities at the date of the financial stagens and the reported amounts of revenue and espeéusing the reporting period. Actual
results could differ from those estimates. On agoimg basis, we evaluate our estimates, incluttioge related to revenue recognition,
accounts receivable, inventories, income taxescantingencies. These estimates are based on hatéacts and various other assumptions
that we believe are reasonable.

Cash and Cash Equivalents

We consider all highly liquid investments purchaséith an original maturity of three months or legghe time of purchase to be cash
equivalents. As of January 29, 2006, our cash asH equivalents were $551.8 million, which inclu@i256.6 million invested in money
market funds.
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Marketable Securities

We account for our investment instruments in acaocé with Statement of Financial Accounting Stadsi&to. 115, or SFAS No. 115,
Accounting for Certain Investments in Debt and BgSiecuritiesAll of our cash equivalents and marketable se@gsitire treated as
“available-for-sale” under SFAS No. 115. Cash egléuts consist of financial instruments which a&dily convertible into cash and have
original maturities of three months or less attthre of acquisition. Marketable securities conpisinarily of highly liquid investments with a
maturity of greater than three months when purdhasel some equity investments. We classify our etatde securities at the date of
acquisition in the available-for-sale category asiotention is to convert them into cash for opierss. These securities are reported at fair
value with the related unrealized gains and lossdaded in accumulated other comprehensive incfioss), a component of stockholders’
equity, net of tax. We follow the guidance providgdEmerging Issues Task Force Issue No. 03Fb&,Meaning of Other-Than-Temporary
Impairment and Its Application to Certain Investii, in order to assess whether our investments withalized loss positions are other t
temporarily impaired. Realized gains and lossethersale of marketable securities are determinijtlse specific-identification method.

Inventories

Inventory cost is computed on an adjusted stanlias@s (which approximates actual cost on an avesagjest-in, first-out basis).
Inventory costs consist primarily of the cost aingeonductors purchased from subcontractors, inolydiafer fabrication, assembly, testing
and packaging, manufacturing support costs, inotibor and overhead associated with such purshfisal test yield fallout, inventory
provisions and shipping costs. We write down oweirtory for estimated amounts related to lowerast ©r market, obsolescence or
unmarketable inventory equal to the difference leetwthe cost of inventory and the estimated masdete based upon assumptions about
future demand, future product purchase commitmestimated manufacturing yield levels and marketamns. If actual market conditions
are less favorable than those projected by manageoref our future product purchase commitmentsur suppliers exceed our forecasted
future demand for such products, additional futoventory write-downs may be required that couldeadely affect our operating results. If
actual market conditions are more favorable, we hee higher gross margins when products are Saleés to date of such products have
not had a significant impact on our gross margimehtory reserves once established are not revergédhe related inventory has been sold
or scrapped.

Property and Equipment

Property and equipment are stated at cost. Depiatia computed using the straight-line methodcelasn estimated useful lives,
generally three to five years. Depreciation expénskides the amortization of assets recorded ucalgital leases. Leasehold improvements
and assets recorded under capital leases are aewbowver the shorter of the lease term or the astiduseful life of the asset.

Debt Financing Costs

In connection with the issuance of the convertshibordinated debentures, see Note 11, we incuerdic direct issuance costs from
third parties who performed services that assistélde closing of the transaction. These issuanstsovere included in our consolidated
balance sheets under “deposits and other assetsi@rme amortized on a straight line basis ovetehm of the financing. On October 24,
2003, we fully redeemed the Notes. In connectiah wie redemption, we recorded a $13.1 million ghan fiscal 2004, which included the
write-off of $5.5 million of unamortized issuancests.
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Advertising Expenses

We expense advertising costs in the period in wthiely are incurred. Advertising expenses for fig206, 2005, and 2004 were $9.2
million, $15.2 million, and $11.3 million, respegtiy.

Revenue Recognition
Product Revenue

We recognize revenue from product sales when pgirgiavidence of an arrangement exists, the prdtasbeen delivered, the price is
fixed and determinable and collection is reasonablured. For most sales, we use a binding purciideeand in certain cases we use a
contractual agreement as evidence of an arrangekventonsider delivery to occur upon shipment piedititle and risk of loss have passed
to the customer based on the shipping terms. Apdlirg of sale, we assess whether the arrangereens fixed and determinable and whether
collection is reasonably assured. If we determiira tollection of a fee is not reasonably assurmeddefer the fee and recognize revenue ¢
time collection becomes reasonably assured, wkigiemerally upon receipt of cash.

Our policy on sales to distributors is to deferogmition of revenue and related cost of revenud tha distributors resell the product.

We record estimated reductions to revenue for custgrograms at the time revenue is recognized.cOstomer programs primarily
involve rebates, which are designed to serve &s #atentives to resellers of our products in weritarget markets. We account for rebates in
accordance with Emerging Issues Task Force Isst# 6AEITF 01-9Accounting for Consideration Given by a Vendor ©Guwstomer
(Including a Reseller of the Vendor’s Produasy, as such, we accrue for 100% of the potergizdtes and do not apply a breakage factor.
Unclaimed rebates, which historically have not bsignificant, are reversed to revenue upon expinatif the rebate. Rebates typically expire
six months from the date of the original sale.

Our customer programs also include marketing dgweémnt funds, or MDFs. We account for MDFs as eithexduction of revenue or
an operating expense in accordance with EITF QIS represent monies paid to retailers, systerddéxrs, original equipment
manufacturers, or OEMSs, distributors and &midard partners that are earmarked for market sagaevelopment and expansion and typic
are designed to support our partners’ activitiedenddso promoting NVIDIA products. If market cotidns decline, we may take actions to
increase amounts offered under customer programssjldy resulting in an incremental reduction ofenreue at the time such programs are
offered.

We also record a reduction to revenue by estahlishisales return allowance for estimated prodeiatms at the time revenue is
recognized, based primarily on historical retutesaHowever, if product returns for a particuiacél period exceed historical return rates we
may determine that additional sales return allowarare required to properly reflect our estimatgubeure for product returns.

License and Development Revenue

For license arrangements that require significastamization of our intellectual property comporseme generally recognize this
license revenue using the percentage-of-complatiethod of accounting over the period that servezesperformed. For all license and
service arrangements accounted for under the pagemf-completion method, we determine progres®iopletion based on actual direct
labor hours incurred to date as a percentage addtimated total direct labor hours required to plete the project. We periodically evaluate
the actual status of each project to ensure tiead$kimates to complete each contract remain aecukgrovision for estimated losses on
contracts is made in the period in which the Iessones probable and can be reasonably estimatatht&pwe have not recorded any such
losses. Costs incurred in advance of revenue réxedjare
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recorded as deferred costs on uncompleted contthtie amount billed exceeds the amount of reeerecognized, the excess amount is
recorded as deferred revenue. Revenue recognizatyiperiod is dependent on our progress towarcdtaiion of projects in progress.
Significant management judgment and discretioruaesl to estimate total direct labor hours. Any ¢earin or deviations from these
estimates could have a material effect on the atnmfurevenue we recognize in any period.

Concentration of Credit Risk

Financial instruments that potentially subjectaisancentrations of credit risk consist primarifycash equivalents, marketable
securities and trade accounts receivable. Our imegg policy requires the purchase of top-tier gimeent grade securities, the diversification
of asset type and certain limits on our portfolization. All marketable securities are held in name, managed by several investment
managers and held by one major financial institutinder a custodial arrangement. One customer atabfor approximately 11% of our
accounts receivable balance at January 29, 2006éfferm ongoing credit evaluations of our custahénancial condition and maintain an
allowance for potential credit losses. This allos@aonsists of an amount identified for specifistomers and an amount based on overall
estimated exposure. Our overall estimated expastwieides amounts covered by credit insurance dtetdeof credit.

Impairment of Long-Lived Assets

In accordance with Statement of Financial Accoun@tandards No. 144, or SFAS No. 1Ad¢counting for the Impairment or Disposal
of Long-Lived Assetfyng-lived assets, such as property and equipnrehiraangible assets subject to amortization, eveewed for
impairment whenever events or changes in circurastaimdicate that the carrying amount of an assgtmot be recoverable. Recoverability
of assets to be held and used is measured by aacimmp of the carrying amount of an asset to estichandiscounted future cash flows
expected to be generated by the asset. If theingragnount of an asset exceeds its estimated faoasgie flows, an impairment charge is
recognized for the amount by which the carrying ant@f the asset exceeds the fair value of thet.aSae value is determined based on the
estimated discounted future cash flows expectdxbtgenerated by the asset. Assets and liabildieég disposed of would be separately
presented in the consolidated balance sheet arasfats would be reported at the lower of the cagrgmount or fair value less costs to sell,
and would no longer be depreciated.

Rent Expense
We recognize rent expense on a straight-line lma&sthe lease period and have accrued for rergresgoincurred, but not paid.

Accounting for Asset Retirement Obligations

In fiscal 2004, we adopted Statement of Financ@dunting Standards No. 143, or SFAS No. J&;ounting for Asset Retirement
Obligations, which addresses financial accounting and reppftin obligations associated with the retirementaoigible longlived assets ar
the associated asset retirement costs. SFAS Noafd@l®:s to legal obligations associated with gteement of long-lived assets that result
from the acquisition, construction, development/andormal use of the assets. SFAS No. 143 reqthigshe fair value of a liability for an
asset retirement obligation be recognized in th®gén which it is incurred if a reasonable estieaf fair value can be made. The fair value
of the liability is added to the carrying amounttloé associated asset and this additional cargimgunt is depreciated over the life of the
asset. During fiscal 2005, we completed leasehofitdvements at our headquarters facility in SaméaaC California and recorded a liability
of $4.5 million to return the property to its omgi condition upon lease termination in fiscal y2@t3. During fiscal 2006, we continued the
expansion of our international facilities, and cdeted leasehold improvements at our internatioit@$ sAs a result, we recorded an additi
liability of $2.0 million, of which $0.2 million dates to accretion expense, to return the proeatithese sites to their original condition u
lease termination.
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Income Taxes

Statement of Financial Accounting Standards No, 8@$FAS No. 109Accounting for Income Taxegstablishes financial accounting
and reporting standards for the effect of incomxedaln accordance with SFAS No. 109, we recogigderal, state and foreign current tax
liabilities or assets based on our estimate ofstgayable or refundable in the current fiscal y®arax jurisdiction. We also recognize federal,
state and foreign deferred tax assets or lialslites appropriate, for our estimate of future féects attributable to temporary differences and
carryforwards; and we record a valuation allowatoceeduce any deferred tax assets by the amowantyofax benefits that, based on available
evidence and judgment, are not expected to bezeshli

Our calculation of current and deferred tax asaetkliabilities is based on certain estimates addments and involves dealing with
uncertainties in the application of complex taxda®ur estimates of current and deferred tax aasetdiabilities may change based, in part,
on added certainty or finality to an anticipatedoome, changes in accounting standards or taxilate United States, or foreign
jurisdictions where we operate, or changes in didigs or circumstances. In addition, we recoghétlities for potential United States a
foreign income tax contingencies based on our eséiraf whether, and the extent to which, additidagés may be due. If we determine that
payment of these amounts is unnecessary or iet@rded tax liability is less than our current asseent, we may be required to recognize an
income tax benefit or additional income tax expdansaur financial statements, accordingly.

Fair Value of Financial Instruments

The carrying value of cash, cash equivalents, adsaeceivable, accounts payable and accrueditiabibpproximate their fair values
due to their relatively short maturities as of Jawy29, 2006 and January 30, 2005. Marketable gmsuare comprised of available-for-sale
securities that are reported at fair value withrédated unrealized gains and losses includeddoraalated other comprehensive income
(loss), a component of stockholders’ equity, neiaf Fair value of the marketable securities igarined based on quoted market prices.

Foreign Currency Translation

We use the United States dollar as our functionadency for all of our subsidiaries. Foreign cungmonetary assets and liabilities are
remeasured into United States dollars at end-abgexchange rates. Non-monetary assets and tiabjlincluding inventories, prepaid
expenses and other current assets, property aigheegjpt, deposits and other assets and equityeareasured at historical exchange rates.
Revenue and expenses are remeasured at averagag@xchtes in effect during each period, exceptiose expenses related to the
previously noted balance sheet amounts, whicheaneasured at historical exchange rates. Gainssesdrom foreign currency
remeasurement are included in “Other income (ex@)emet” and to date have not been significant.

Comprehensive Income

Comprehensive income consists of net income aret attmprehensive income or loss. Other comprehersdome or loss compone
include unrealized gains or losses on availableséde securities, net of tax.

Goodwill

We account for goodwill in accordance with Statet@driFinancial Accounting Standards No. 142, or SAX0. 142 Goodwill and
Other Intangible AssetsAs required by SFAS No. 142, we discontinued diriog the
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remaining balances of goodwill as of the beginrafh§iscal 2003. All remaining and future acquireabgwill will be subject to our annual
impairment test during our fourth quarter of owcél year, or earlier if indicators of potentiapairment exist, using a fair value-based
approach. Our impairment review process comparefathvalue of the reporting unit in which the geall resides to its carrying value. For
the purposes of completing our SFAS No. 142 impairhtest, we performed our analysis on a repotirigbasis. We utilize a two-step
approach to testing goodwill for impairment. Thestfistep tests for possible impairment by applyrfgir value-based test. In computing fair
value of our reporting units, we use estimatesitfre revenues, costs and cash flows from suck.uFfite second step, if necessary, measure:
the amount of such an impairment by applying falue-based tests to individual assets and liadslitivVe elected to perform our annual
goodwill impairment review during the fourth quarté each fiscal year. We completed our most reaenual impairment test during the
fourth quarter of fiscal 2006 and concluded that¢hwas no impairment. However, future events muonstances may result in a charge to
earnings due to the potential for a write-down @ddwill in connection with such tests.

Stock-Based Compensation

Statement of Financial Accounting Standards No, d4&FAS No. 148Accounting for Stock-Based Compensation - Transéiod
Disclosure, amends the disclosure requirements of Statenidfihancial Accounting Standards No. 123, or SFAS N3 ,Accounting for
Stock-Based Compensatido,require more prominent disclosures in both ahand interim financial statements regarding theéhoe of
accounting for stock-based compensation and tleetsdf the method used on reported results.

We use the intrinsic value method, as prescribeddnpunting Principles Board Opinion No. Z&counting for Stock Issued to
Employeesto account for our stockased employee compensation plans. As such, coaipamgxpense is recorded if on the date of gtz
current fair value per share of the underlying lstexceeds the exercise price per share. We re@gninpensation cost for awards in
accordance with Financial Accounting Standards 8daterpretation No. 28, Accounting for Stock Appreciation Rights and Otiariable
Stock Option or Award Planswhich generally accelerates the compensatioreesp as compared to the straight-line method. Cosapien
cost for our stock-based compensation plans asndigied consistent with Statement of Financial Actmg Standards No. 123ccounting
for Stocl-Based Compensatiowould have decreased net income in the periodepted to the pro forma amounts indicated below:

Year Ended
January 29, January 30, January 25,
2006 2005 2004
(As Restated (As Restated (As Restated
(In thousands, except per share data)
Net income, as reporte $ 301,17¢ $ 88,61f $ 48,63(
Add: Stock-based employee compensation expense
included in reported net income, net of relatedefigcts 6,64 17,24: 25,15¢
Deduct: Stock-based employee compensation expense
determined under fair value-based method for adiraw,
net of related tax effec (90,405 (108,43() (71,419
Pro forma net income (los $ 217,41 $ (2,579 $ 2,36¢
Basic net income per she- as reporte: $ 1.77 $ 0.5¢ $ 0.3C
Basic net income (loss) per sh- pro forma $ 1.2¢ $ (0.09 $ 0.01
Diluted net income per sha- as reporte: $ 1.6t $ 0.5C $ 0.2¢
Diluted net income (loss) per shé pro forma $ 1.1¢ $ (0.09 $ 0.01

During the first quarter of fiscal 2006, we traiwied from a Black-Scholes model to a binomial mdolecalculating the estimated fair
value of new stock-based compensation awards gramiger our stock option plans. As a result of mécegulatory guidance, including SEC
Staff Accounting Bulletin No. 107, or SAB No. 1Gfd in anticipation of the impending effective daté-inancial Accounting Standards
Board, or FASB, Statement of Financial Accountingr@ards No. 123(R), or SFAS No. 123(Bhare-Based Paymenive reevaluated the
assumptions we use to estimate the value of emglstpek options and shares issued under our enmgpkigek
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purchase plan, beginning with stock options graatedi shares issued under our employee stock perghes in our first quarter of fiscal
2006. We determined that the use of implied vdtatis expected to be more reflective of marketditans and, therefore, can reasonably be
expected to be a better indicator of expected WMityahan historical volatility. Additionally, irthe first quarter of fiscal 2006, we began
segregating options into groups for employees véltatively homogeneous exercise behavior in ordendke full use of the capabilities of
the binomial valuation model. As such, the expetéeoh is based on detailed historical data aboyti@yees' exercise behavior, vesting
schedules, and death and disability probabilitiés.believe the resulting binomial calculation pd®s a more refined estimate of the fair
value of our employee stock options. For our em@dostock purchase plan, we decided to continuegdhe Black-Scholes model to
calculate the estimated fair value.

For the purpose of the pro forma calculation, #ievalue of stock options granted under our stmation plans and the fair value of
shares issued under our employee stock purchasdalee been estimated with the following assumption

Stock Options

Year Ended
January 29, 2006 January 30, 2005 January 25, 2004
(Using a binomial (Using the BlackScholes (Using the Blackscholes
model) model) model)
Weighted average expected life of stock 3.6-5.1 4.0 4.0
options (in years
Risk free interest raf 4.0%- 4.4% 3.0% 2.4%
Volatility 34%- 48% 75%- 80% 80%
Dividend yield — — —
Employee Stock Purchase Plan
Year Ended
January 29, 2006 January 30, 2005 January 25, 2004
(Using the BlacksScholes (Using the BlacksScholes (Using the Blackscholes
model) model) model)
Weighted average expected life of stock 0.5-2.0 05-2.0 0.5-1.0
options (in years
Risk free interest rai 0.9%- 3.7% 1.1%-2.1% 1.6%- 2.4%
Volatility 30%- 45% 80% 88%
Dividend yield — — —

For the purpose of the pro forma calculation, tieégivted average per share fair value of optionstgchduring fiscal 2006, 2005 and
2004 was approximately $10.87, $14.10, and $13ekbectively. For the purpose of the pro formawdateon, the weighted average fair
value of shares purchased under the employee ptockase plan during fiscal 2006, 2005 and 2004apasoximately $3.44, $5.28, and
$3.76, respectively.

Net Income Per Share

Basic net income per share is computed using thghtexl average number of common shares outstanidingg the period. Diluted net
income per share is computed using the weightethgeenumber of common and dilutive common equivatbares outstanding during the
period, using the treasury stock method. Undetréaesury stock method, the effect of stock optimmstanding is not included in the
computation of diluted net income per share foiqusrwhen their effect is anti-dilutive. The follow is a reconciliation of the numerators
and denominators of the basic and diluted net ircper share computations for the periods presented:
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Year Ended
January 29, January 30, January 25,
2006 2005 2004
(As Restated (As Restated (As Restated
(In thousands, except per share data)
Numerator:
Net income $ 301,17¢ $ 88,61¢ $ 48,63(
Denominator
Denominator for basic net income per share, wedyaterage share 169,69( 166,06: 160,92
Effect of dilutive securities
Stock options outstandir 13,16: 9,75( 11,13(
Denominator for diluted net income per share, wieidlaverage shar 182,85. 175,81. 172,05¢
Net income per shar
Basic net income per she $ 1.77 $ 0.5¢ $ 0.3C
Diluted net income per sha $ 1.6¢ $ 0.5C $ 0.2¢

Diluted net income per share does not include tfeeteof the following anti-dilutive common equilealt shares of stock options
outstanding of 5.8 million, 13.7 million, and 7.9llion for the fiscal 2006, 2005 and 2004, respeadii. The weighted average price of stock
options excluded from the computation of diluteché®ys per share was $35.58, $27.86, and $29.6fsfal 2006, 2005 and 2004,
respectively.

Recently Issued Accounting Pronouncements

In December 2004, the Financial Accounting Stansl&uiard, or FASB, issued Statement of Financialofioting Standards No. 123
(R), or SFAS No. 123(Rphare-Based Paymenivhich requires the measurement and recognitiarowfpensation expense for all stock-
based compensation payments. In April 2005, the 8&&l&yed the effective date of SFAS No. 123(R),cltis now effective for annual
periods that begin after June 15, 2005. In Marddb2the SEC issued Staff Accounting Bulletin No7 16r SAB No. 107, which includes
interpretive guidance for the initial implementatiof SFAS No. 123(R). SFAS No. 123(R) allows faher prospective recognition of
compensation expense or retrospective recogniimintend to adopt SFAS No. 123(R) using the medifirospective method, which
requires the application of the accounting standardf January 30, 2006, the first day of our fi@€®7. Expensing these incentives in future
periods will materially and adversely affect oypaeted operating results as the stock-based corafien®expense would be charged directly
against our reported earnings. We anticipate thastwck-based compensation expense will be appeately $18 to $22 million for the first
quarter of fiscal 2007 and we are unsure how theketavill react to this adverse affect on our opia@garesults, which could impact our stock
price. However, had we adopted SFAS No. 123(RYior periods, the magnitude of the impact of thiahdard would have approximated the
impact of Statement of Financial Accounting Stadda¥o. 123Accounting for Stock-Based Compensatiassuming the application of the
Black-Scholes model as described in the disclostipgo forma net income (loss) and pro forma nebime (loss) per share in Note 1 of the
Notes to Consolidated Financial Statements undestibheadin“Stock-Based CompensatiorSFAS No. 123(R) also requires the benefit
tax deductions in excess of recognized compensatisnto be reported as a financing cash flow gratian as an operating cash flow as
required under current literature.

In June 2005, the FASB issued SFAS No. 154, or SNASL54,Accounting Changes and Error Corrections, a replaeat of APB
Opinion No. 20 and FASB Statement NoSFAS No. 154 applies to all voluntary changeadoounting principle, and changes the
requirements for accounting for and reporting change in accounting principle. We will adopt SFE&! during the first quarter of fiscal
2007. We do not expect the adoption of SFAS No.tb3#ave a material impact on our consolidatednfife position, results of operations or
cash flows.
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In June 2005, the FASB ratified the Emerging IssStesk Force’s, or EITF’s, Issue No. 05-06, or EN®. 05-06, Determining the
Amortization Period for Leasehold Improvements. ENo0. 05-06 provides that the amortization perieddifor leasehold improvements
acquired in a business combination or purchased tifé inception of a lease be the shorter ofh@useful life of the assets or (b) a term that
includes required lease periods and renewals teatasonably assured upon the acquisition oruhehpse. The provisions of EITF No. 05-
06 are effective on a prospective basis for ledsehtgprovements purchased or acquired. We adopf€E NHo. 05-06 during the second
quarter of fiscal 2006 and it did not have a matémpact on our consolidated financial positiesults of operations or cash flows.

In November 2005, the FASB issued Staff Positior; 9P, FAS115-1/124-1, The Meaning of Other-Thamperary Impairment and
Its Application to Certain Investments, which addes the determination as to when an investmeohisidered impaired, whether that
impairment is other than temporary, and the measené of an impairment loss. This FSP also inclutEsunting considerations subsequent
to the recognition of an other-tha@mporary impairment and requires certain disclesabout unrealized losses that have not beennizen
as other-thanemporary impairments. The guidance in this FSPra®&FAS No. 115, Accounting for Certain InvestraentDebt and Equi
Securities, and SFAS No. 124, Accounting for Cartavestments Held by Not-for-Profit Organizatioaad APB Opinion No. 18, The
Equity Method of Accounting for Investments in CommiStock. This FSP is effective for reporting pdsideginning after December 15,
2005. We do not believe the adoption of this FSIPhaive a material impact on our consolidated faiahposition, results of operations or
cash flows.

In November 2005, the FASB issued FSP FAS123(Ry&ysition Election to Accounting for the Tax Effeof Share-Based Payment
Awards. This FSP requires an entity to follow eittie transition guidance for the additional-paiecapital pool as prescribed in SFAS
No. 123(R), Shar-Based Payment, or the alternative transition ntesodescribed in the FSP. An entity that adopsSSNo. 123(R) using
the modified prospective application may make atime election to adopt the transition method désct in this FSP. An entity may take up
to one year from the later of its initial adoptiohSFAS No. 123(R) or the effective date of thidPRS evaluate its available transition
alternatives and make its one-time election. TIHB Became effective in November 2005. We contioweyaluate the impact that the
adoption of this FSP could have on our consolidéiteshcial position, results of operations or céefws.

Note 2 - Restatement of Consolidated Financial Statnents, Audit Committee and Company Findings

In May 2006, following media reports of stock optiaccounting investigations at other companiespthpagement of NVIDIA decide
to conduct a review of stock option grants mad&®RyDIA. Management advised our Board of Directofgh® review at a regularly-
scheduled meeting of the Board of Directors on 4ay2006. The Board of Directors directed managéenutereport its findings to the Audit
Committee. Management presented its findings taAtindit Committee in late June 2006. Following the¢sentation, the Audit Committee
determined that it should perform its own indepemnideview of stock option grants made by NVIDIA.€TAudit Committee, with the
assistance of outside legal counsel, began itewewn approximately June 29, 2006.

The Audit Committee’s review was completed on Nolkenil3, 2006 when the Audit Committee reportediridings to the full Board
of Directors. The review covered option grantsit@mployees, directors and consultants for alhgdates during the period from our initial
public offering in January 1999 through June 20@6part of its review, the Audit Committee deterednwhether the correct measurement
dates had been used under applicable accountinggs for these options. The measurement datasrtéa date on which the option is
deemed granted under applicable accounting priesiplamely Accounting Principles Board Opinion R®, or APB 25Accounting for Stoc
Issued to Employe@nd related interpretations, and is the first datevhich all of the following are known: (1) thedimidual employee who
is entitled to receive the option grant, (2) thenbwer of options that an individual employee istiadito receive, and (3) the option’s exercise
price.

Based on the findings of the Audit Committee andioternal review, we identified a number of occas on which we used an
incorrect measurement date for financial accourdingj reporting purposes. These errors resultedapitinfrom our use during our fiscal
years 2000, 2001 and 2002, of certain date setentethods discussed below which resulted in empkoyeceiving options with stat:
exercise prices lower than the market prices asured based upon the actual grant dates. We caasgpsuch practices beginning in our
fiscal year 2003. The Audit Committee found tha&gibning in our fiscal year 2003, we improved diick option grant processes and have
generally granted and priced our employee stoclonptin an objective and consistent manner sinaetitme. However, for one Company-
wide annual stock option grant we made in fisc&l®@ve did not finalize the number of options aitexl to each employee as of the stated
grant date in May 2003, which resulted in stockellasompensation charges due to the change in thsureament date to the date the grants
were finalized. The Audit Committee’s review didt mbentify any additional stockased compensation charges from measurement daés
subsequent to that fiscal 2004 gr:



In accordance with APB 25, with respect to perittileugh January 29, 2006, we should have recorbett-based compensation
expense to the extent that the fair market valusuofcommon stock on the correct measurement dateded the exercise price of each
option granted. For periods commencing Januar2806 (the beginning of our fiscal year 2007), weord stock-based compensation
expense in accordance with Statement of FinanaabAnting Standards No. 123(R) (revised), or SFAST3(R),Share-Based Payment

As a result of the measurement date errors idedtffiom the Audit Committee’s review, through Jagu20, 2006, we recorded
aggregate non-cash stobksed compensation charges of $127.4 million, hetlated tax effects. These charges were basethgly on APE
25 (intrinsic value-based) charges and associatgrbl taxes of $199.6 million on a pre-tax basgibjch are being amortized over the vesting
term of the stock options in accordance with Fi@ngccounting Standards Board Interpretation N&y. @& FIN 28 Accounting for Stock
Appreciation Rights and Other Variable Stock OptiwrAward Plans. We have amortized a substantial portion of tlebsgges to expense
during our fiscal years 2000 to 2006. If an opti®forfeited prior to vesting, we reverse both tharges amortized to expense in prior per
as well as any remaining unamortized deferred sbasled compensation associated with the forfeipdidms. Accordingly, our net stock-
based compensation charges amortized to our staterhmcome are lower than the aggregate stockdasmpensation charges based on
APB 25 (intrinsic-value based). As of January ZW&, the remaining APB 25 (intrinsic value-basenBmortized deferred stock-based
compensation related to the errors identified dytire review was approximately $3.0 million.
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The types of errors we identified were as follows:

Improper Measurement Dates for Company-Wide AnauBRetention Stock Option Grant®Ve determined that, in connection with
certain annual or retention stock option grants wexmade to employees during our fiscal years 20001, 2002, 2003 and 2004, the final
number of shares that an individual employee wéleshto receive was not determined and/or theer@pproval of the related stock option
grant had not been given until after the statedtgiate. Therefore, the measurement date for spithns for accounting purposes was
actually subsequent to the stated grant date tieguh new measurement dates for the related pngtio

Improper Measurement Dates for Stock Option Graoting Fiscal Years 2001 and 2002 connection with stock option grants that
we made to newly-hired employees (and, to a musteledegree, retention grants to existing emplgyhaing fiscal years 2001 and 2002,
our practice was to grant stock options with arr@ge price based upon the lowest closing priceuofcommon stock in the last few days of
the month of hire or the last few days of any sghsat month in the quarter of hire. The selectibthe grant date of the related option grants
would be made at the end of the fiscal quarterveaisi based on achieving the lowest exercise pricthéoaffected employees. As a result of
these practices, the measurement date for suabnsgdtir accounting purposes was actually subsedaéhé stated grant date, resulting in
new measurement dates for the related options.

Improper Measurement Dates for Stock Option Graoting Fiscal Year 2000n connection with certain stock option grants ¢éovty-
hired employees (and, to a much lesser degreatimtegrants to existing employees) during a poartibfiscal year 2000, our practice was to
delay the selection of the related grant dated th&iend of a two-month period in the fiscal gaaduring which the employees who received
the grants began their employment with NVIDIA. Aseault of this practice, the exercise price ofrilated option grants was not determined
until subsequent to the stated grant date. Wedssgrmined that, during fiscal year 2000, we gdhesat the grant date and exercise price of
employee option grants for new hires and promotadrtee lowest price of the last few business adiyee month of their hire or promotion
(or of the following month in certain two-month pas that were chosen for an indeterminate reagana result of these practices, the
measurement date for such options for accountimggses was actually subsequent to the stated dasatresulting in new measurement
dates for the related options. In addition, we dlstermined that the exercise price or the numbepitions to be granted had not been
determined, or the proper approval had not beeengifor various other miscellaneous option granting fiscal year 2000 until after the
stated grant date - resulting in new measuremeasdar accounting purposes for the related options

Other Issues IdentifiedVe also identified instances where stock optiomggrdid not comply with applicable terms and capdi of the
stock plans from which the grants were issued.example, two grants were made to officers of NVIDAthe chief executive officer under
delegated authority; however, under the termsefibplicable plan, the option grant should havelmeade by our Board or the
Compensation Committee. There were also instanbesen(1) option grants were made to a small grédgmployees who joined NVIDIA
pursuant to a business combination, and to a feer@mployees in certain instances, with statedceseeprices below the fair market value
our common stock on the actual measurement ddteeagklated grants; and (2) option grants were nhadefew individuals who were
contractors rather than employees, without recgrttie appropriate accounting charges. The accauitipact of these items was
cumulatively less than $6.0 million. In additiohetAudit Committee did not find any evidence thegse violations were committed for
improper purposes.

The Audit Committee carefully considered the ineshent of current members of management in the ogtiant process and
concluded that the evidence did not give rise p@mncern about the integrity of any current offioe director of NVIDIA. The Audit
Committee also found that the accounting errorsiapaloper practices brought to light during theview were not motivated by any intent
to mislead investors, improve NVIDIA's reporteddincial results, or obtain any personal benefiteBam its findings, the Audit Committee
was unable to reach any conclusion regarding ttegiity of former officers and employees.

As a result of the errors we identified, we hava&ated our historical financial statements fromfisgal year 2000 through our fiscal
year 2006 to record $127.4 million of charges elab stoc-based compensation and associated payroll taxiegpeet of related income
tax effects. These errors resulted in after-taxgdsmof $1.4 million, $11.7 million and $25.8 nofti for our fiscal years 2006, 2005 and 2004,
respectively. Additionally, the cumulative effedttbe related after-tax charges for periods praoour fiscal year ended January 25, 2004 was
$88.4 million. These additional stock-based compBas expense charges were non-cash and had netimpaur reported revenue, cash,
cash equivalents or marketable securities for ehtie restated period



For all periods through the end of our fiscal y2a®6, we have recorded aggregate non-cash stoektsasnpensation charges of
$190.2 million, associated payroll tax charges@#$nillion and a related income tax benefit of Z7dillion.

We recorded an income tax benefit of $2.0 milli$@,7 million, and $14.6 million for our fiscal yea2006, 2005 and 2004, respectiv
The cumulative income tax benefit for periods pt@our fiscal year 2004 was $48.9 million. Theame tax benefit differs from the expec
statutory federal tax benefit principally as a testistate income tax benefits and federal antkstsearch and experimental tax credits not
previously benefited on stock-based compensatianggls. Additionally, in our fiscal year 2004, wéeesed a valuation allowance of $3.2
million recognized in prior periods on the increr@stock-based compensation expense. Prior tismal year 2004, it was not more likely
than not that we would realize the benefits offtitare deductible amounts related to stock-basetbemsation expense. In our fiscal year
2004, the realization of these amounts became likaetg than not due to settlement of certain tartargencies related to stock-based
compensation expense.

As part of this restatement, we also accrued liz#sland recorded charges to operating costs gpehses for certain payroll tax
contingencies related to the incremental stock-thasenpensation expense in the amount of $18.8amiftir all annual periods from our
fiscal year 2000 through our fiscal year 2006. \Weorded such charges in the amount of $3.1 mildr3 million, and $1.6 million for our
fiscal years 2006, 2005 and 2004, respectively.nip@iration of the related statute of limitations also recorded benefits from the reversal
of previously-recorded payroll tax liabilities 06$ million and $2.8 million in our fiscal years@and 2005, respectively. As a result, the
net benefit to our statements of income was $3lkomiand $1.5 million for our fiscal years 200682005, respectively. The cumulative
payroll tax expense for periods prior to our fispaar 2004 was $12.8 million. For those stock apgicants that we determined to have
incorrect measurement dates for accounting purpasgshat we had originally issued as incentivelstiptions, or ISOs, we recorded a
liability for payroll tax contingencies in the esesuch grants would not be respected as ISOs uhdegrinciples of the Internal Revenue
Code, or IRC, and the regulations thereunder. Thaisiities were recorded with a charge to opergitosts and expenses.

We also considered the application of Section 468the IRC to certain stock option grants wherajermAPB 25, intrinsic value
existed at the time of grant. In the event suchkstptions grants are not respected as issued anéaket value at the original grant date
under principles of the IRC and the regulationsebader and are subject to Section 409A, we arsidering potential remedial actions that
may be available. We do not expect to incur a reateharge as a result of any such potential reatexdiions.

As a result of the findings of the Audit Committees concluded that we needed to amend our oridjiimed on Form 10K to restate oL
consolidated financial statements for the yeargdrddnuary 29, 2006, January 30, 2005, and Ja@6aB004 and the related disclosures.
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The following table sets forth the impact of thelgidnal non-cash charges for stock-based compiemsaxpense and related tax effects

on our historical financial statements for eacthefthree years ended January 29, 2006, Janua®p@8, and January 25, 2004.

Year Ended
January 29, 2006 January 30, 2005 January 25, 2004
As As As
Previously Previously Previously
Reported Adjustments As Restated Reported Adjustments As Restated Reported Adjustments As Restated
(In thousands, except per share data)

Revenue $2,375,68 $ — $2,375,68 $2,010,03 $ — $2,010,03: $1,822,94! $ — $1,822,94!
Cost of revenu 1,464,89. 76z 1,465,65 1,360,54 1,931 1,362,47i 1,294,06 3,617 1,297,68
Gross profit 910,79! (762) 910,03 649,48¢ (1,931)) 647,55! 528,87¢ (3,617 525,26
Operating expense
Research and developmt 352,09¢ 5,02¢ 357,12: 335,10 13,11¢ 348,22( 269,97: 22,19( 292,16:
Sales, general and

administrative 204,44: (2,357 202,08t 200,78¢ 3,37( 204,15¢ 165,24 14,56: 179,81:
In-process research and

developmen — — — — — — 3,50( — 3,50(
Settlement cosi 14,15¢ — 14,15¢ — — — — — —
Total operating expens 570,69! 2,671 573,36! 535,89: 16,48¢ 552,37¢ 438,72: 36,75: 475,47
Income from operatior 340,09 (3,439 336,66 113,59: (18,41) 95,17¢ 90,157 (40,369 49,78¢
Interest incom 20,69¢ — 20,69¢ 11,42 — 11,42: 18,56: — 18,56:
Interest expens (72) — (72 (164) — (164) (12,010 — (12,010
Other income (expense), r (502) — (502) 594 — 594 3,03: — 3,03:
Convertible debenture

redemption expens — — — — — — (13,06¢) — (13,06¢)
Income before income tax

expense (benefi 360,22: (3,437 356,78t 125,44! (18,417 107,02 86,67: (40,369 46,30
Income tax expense (benel 57,63: (2,029 55,61: 25,08¢ (6,67€) 18,41: 12,25¢  (14,58() (2,326
Net income $ 30258t $ (1,410 $ 301,17¢ $ 100,35¢ $ (11,74 $ 88,61t § 74,41¢ $ (25,789 $ 48,63(
Basic net income per she $ 1.7¢ $ (001 % 1.77 $ 06( $ (0.09)% 0.5 $ 04¢ $ (0.10 % 0.3C
Diluted net income per sha $ 165 $ — 3 1.65 $ 057 $ (0.07) % 0.5C $ 04: $ (015 % 0.2¢
Shares used in basic per

share computatio 169,69( — 169,69( 166,06. — 166,06. 160,92- — 160,92-
Shares used in diluted per

share computatio 182,95: (99) 182,85 176,55¢ (74€) 175,81 172,700 (653  172,05:



The following table sets forth the impact of theldidnal non-cash charges for stock-based compiemsakxpense and related tax effects on
our consolidated balance sheets as of January0oP8,ahd January 30, 2005.

January 29, 2006

January 30, 2005

As As
Previously Previously
Reported Adjustments  As Restated Reported Adjustments  As Restated
(In thousands, except share and per share data)
ASSETS
Current asset:
Cash and cash equivalel $ 551,75¢ $ — $ 551,75t $ 208,51: $ — $ 208,51.
Marketable securitie 398,41¢ — 398,41¢ 461,53 — 461,53:
Accounts receivable, less allowances of $10,837 and
$13,153 in 2006 and 2005, respectiv 318,18t — 318,18t 296,27¢ — 296,27¢
Inventories 254,79: 78 254,87( 315,51¢ 26¢ 315,78t
Prepaid expenses and other current a: 24,38’ — 24,38’ 19,81¢ — 19,81¢
Deferred income taxe 1,39: 1,28¢ 2,682 3,26¢ 1,712 4,971
Total current asse 1,548,93. 1,367 1,550,29! 1,304,92 1,98(C 1,306,90!
Property and equipment, r 178,15 — 178,15:. 178,95! — 178,95!
Deposits and other assi 27,477 — 27,477 9,03¢ — 9,03¢
Goodwill 145,31 — 145,31 108,10 — 108,10°
Intangible assets, n 15,42 — 15,42 27,51« — 27,51«
Deferred income taxes, n-current — 38,02: 38,02: — 33,03t 33,03t
$1,915,29¢ $ 39,38¢{ $1,954,68 $1,628,53 $ 35,01f $1,663,55
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl $ 179,39 $ — $ 179,39! $ 238,220 $ — $ 238,22
Accrued liabilities 259,26 — 259,26 182,07 — 182,07°
Current portion of capital lease obligatic — — — 85€ — 85€
Total current liabilities 438,65! — 438,65¢ 421,15t — 421,15¢
Deferred income tax liabilitie 8,26( (8,260 — 20,75¢ (20,759 —
Other lon¢-term liabilities 10,62 9,412 20,03¢ 8,35¢ 12,94¢ 21,30¢
Commitments and contingenci- see Note 1.
Stockholder equity:
Preferred stock, $.001 par value; 2,000,000 shares
authorized; none issut — — — — — —
Common stock, $.001 par value; 1,000,000,000 share:
authorized; 179,963,979 shares issued and 171367
outstanding in 2006; and 169,173,898 shares issne
167,089,545 outstanding in 20 18C — 18C 16¢ — 16¢
Additional paic-in capital 798,25. 167,53 965,78 636,61¢ 179,43 816,05
Deferred compensatic (1,67¢) (1,929 (3,609 (2,92¢) (10,65) (13,577
Treasury stocl (212,14 — (212,14 (24,644 — (24,649
Accumulated other comprehensive loss, (1,95%) — (1,95%) (3,469 — (3,469
Retained earning 875,10( (127,369  747,73: 572,51 (125,959  446,55!
Total stockholders' equi 1,457,75! 38,23¢ 1,495,99. 1,178,26! 42,827 1,221,09,

$1,915,29° $ 39,38{ $1,954,68 $1,628,531 $ 35,01f $1,663,55.

The additional non-cash charges for stock-basegeosation expense and related tax effects had pacinon net cash flows from
operations, investing activities, and financing\atiés reported in our consolidated statementsash flows. In addition, the consolidated
statements of stockholders’ equity have been exstatreflect the impact of the restatement adjastsion the consolidated stockholders’
equity amounts.
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Note 3 - Acquisition of MediaQ, Inc.

On August 19, 2003, we completed the acquisitioklefliaQ, Inc., or MediaQ, a leading provider ofgris and multimedia
technology for wireless mobile devices. Our primaggsons for the acquisition of MediaQ, Inc. weradcelerate our entry into the handheld
devices market, use MediaQ’s two-dimensional, oy @i low power capabilities, allowing us to coun#rto focus on three-dimensional, or
3D, and advanced video efforts, use existing Medib§nel and design wins, and enhance MediaQ’s Bl3#ess through our existing
OEM and original design manufacturer channels.
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The aggregate purchase price consisted of caslidesason of approximately $71.3 million, includigd.3 million of direct acquisition
costs and $3.5 million of in-process research anetldpment, or IPR&D, The amount of the IPR&D regarets the value assigned to research
and development projects of MediaQ that had comeetbat had not yet reached technological feasililitd had no alternative future use
accordance with SFAS No. Bccounting for Research and Development Coassclarified by FIN 4Applicability of FASB Statement No. 2
to Business Combinations Accounted for by the RagetMethod an interpretation of FASB StatemenZN@amounts assigned to IPR&D
meeting the above-stated criteria were chargedperese as part of the allocation of the purchaise pr

The pro forma results of operations have not beesgmted for the acquisition of MediaQ becausetfeet of this acquisition was not
considered material.
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Note 4 - 3dfx

During fiscal year 2002, we completed the purcludszertain assets from 3dfx Interactive, Inc., dfx3for an aggregate purchase price
of approximately $74.2 million. The 3dfx asset fhase was accounted for under the purchase methatofinting and closed on April 18,
2001. Under the terms of the Asset Purchase Agregrtie cash consideration due at the closing was0dmillion, less $15.0 million that
was loaned to 3dfx pursuant to a Credit AgreematgadiDecember 15, 2000. The Asset Purchase Agreéedserprovided, subject to the
other provisions thereof, that if 3dfx properly tifiggd that all its debts and other liabilities hiaglen provided for, then we would have been
obligated to pay 3dfx two million shares of NVID®@mmon stock. If 3dfx could not make such a ceudtibn, but instead properly certified
that its debts and liabilities could be satisfiedless than $25.0 million, then 3dfx could havec#d to receive a cash payment equal to the
amount of such debts and liabilities and a redueedber of shares of our common stock, with suchiegdn calculated by dividing the cash
payment by $25.00 per share. If 3dfx could notifsetthat all of its debts and liabilities had begmovided for, or could not be satisfied for less
than $25.0 million, we would not be obligated untdher agreement to pay any additional considerdtiothe assets.

In October 2002, 3dfx filed for Chapter 11 bankoypprotection in the United States Bankruptcy Céarthe Northern District of
California. In March 2003, we were served with anptaint filed by the Trustee appointed by the Bampitcy Court which sought, among
other things, payments from us as additional pusehmice related to our purchase of certain asé&dfx. In early November 2005, after
many months of mediation, NVIDIA and the Officiab@mittee of Unsecured Creditors of 3dfx reachedraditional settlement of the
Trustee’s claims against NVIDIA. This conditionakiiement, which will be subject to the review approval of the Bankruptcy Court, calls
for a payment of approximately $30.6 million to Bdfx estate. Under the settlement, $5.6 millidatess to various administrative expenses
and Trustee fees, and $25.0 million relates tes#iisfaction of debts and liabilities owed to tleaeral unsecured creditors of 3dfx. As such,
during the three months ended October 30, 2005ea@ded $5.6 million as a charge to settlemertscasd $25.0 million as additional
purchase price for 3dfx. Please see Note 12 fonduinformation regarding this litigation.

The 3dfx asset purchase price of $95.0 million $@ million of direct transaction costs were aditel based on fair values presented
below.

Straight-
Line Amortization
Fair Market
Value Period
(In thousands! (Years)
Property and equipme $ 2,43 1-2
Trademarks 11,31( 5
Goodwill 85,41¢ —
Total $ 99,16:

The final allocation of the purchase price of tix3assets is contingent upon the amount of armieistances surrounding additional
consideration, if any, that we may pay relatechtio3dfx asset purchase.
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Note 5 - Goodwill
The carrying amount of goodwill is as follows:

January 29, January 30, January 25,
2006 2005 2004
(In thousands)
3dfx $ 75,32¢ $ 50,32¢ $ 50,32¢
MediaQ 52,91 52,91 53,69¢
Other 17,07¢ 4,86¢ 4,88¢
Total goodwill $145,31° $108,10° $108,90¢

During the fourth quarter of fiscal 2006, we recad12.2 million as goodwill for the acquisitionatmall international company. The
acquisition was accounted for under the purchagbhadeof accounting and closed on December 30, 2DQBng the third quarter of fiscal
2006, we recorded $25.0 million as goodwill relatethe purchase of certain assets of 3dfx. Plezfee to Note 4 of the Notes to
Consolidated Financial Statements for further imfation. In fiscal 2005, the amount allocated to M&dgoodwill was adjusted to $52,913
a result of additional information that became dé. This information was primarily related tabilities that were less than originally
estimated at the time of acquisition.

During fiscal 2005, in conjunction with the reordgation of our business reporting units, we reassijgoodwill to our reporting
units using a relative fair value allocation apmfvan computing fair value of our reporting unitge use estimates of future revenues, costs
and cash flows from such units. The amount of gabb@ocated to our GPU, MCP, Handheld GPU, ConsufElectronics, and All Other
segments as of January 29, 2006, was $99.3 miibs,1 million, $12.7 million, $11.9 million, and$S million, respectively. Please refer to
Note 16 of the Notes to Consolidated Financialestants for further segment informatic

Note 6 - Amortizable Intangible Assets

We are currently amortizing our intangible asseith definitive lives over periods ranging from 15qears on a straight-line basis. The
components of our amortizable intangible assetasffellows:

January 29, 2006 January 30, 2005
Gross Accumulated Net Carrying Gross Accumulated Net Carrying
Carrying Carrying
Amount Amortization Amount Amount Amortization Amount
(In thousands)

Technology license $21,58¢ $ (13,59%) $ 7,991 $17,23¢ $ (9.84) $ 7,39¢
Patents 23,75( (19,91 3,83¢ 2326( (15,400 7,86(
Acquired intellectual propert 27,08t (24,516 2,57C 27,08¢ (18,579 8,50¢
Trademarks 11,31¢( (10,807 503 11,31( (8,544 2,76¢€
Other 1,49¢ (976€) 516 1,49/ (509) 98t
Total intangible asse $85,22¢ $ (69,80%) $ 15427 $80,38¢ $ (52,87) $ 27,51«

Amortization expense associated with intangibletsstor fiscal 2006, 2005 and 2004 was $16.9 mm)I&il9.7 million, and $16.2
million, respectively. Future amortization expefimethe net carrying amount of intangible assetsaauary 29, 2006 is estimated to be $10.5
million in fiscal 2007, $4.3 million in fiscal 200&nd $0.6 million in fiscal 2009 and thereafter.
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Note 7 - Marketable Securities

We account for our investment instruments in acaocé with Statement of Financial Accounting Stadsi&to. 115, or SFAS No. 115,
Accounting for Certain Investments in Debt and BgSiecuritiesAll of our cash equivalents and marketable se@gsitire treated as
“available-for-sale” under SFAS No. 115. Cash egléuts consist of financial instruments which a&dily convertible into cash and have
original maturities of three months or less attthre of acquisition. Marketable securities conpisinarily of highly liquid investments with a
maturity of greater than three months when purdhasel some equity investments. We classify our etatde securities at the date of
acquisition in the available-for-sale category asiotention is to convert them into cash for opierss. These securities are reported at fair
value with the related unrealized gains and lossdaded in accumulated other comprehensive incfioss), a component of stockholders’
equity, net of tax. Realized gains and losses ers#te of marketable securities are determinedyubim specific-identification method. Net
realized losses for fiscal 2006 and 2005 were $#li&n and $0.4 million, respectively. Net realizgains for fiscal 2004 were $2.9 million.

The following is a summary of cash equivalents aragketable securities at January 29, 2006 and 3a80a2005:

January 29, 2006
Unrealized Unrealized

Amortized Estimated
Cost Gain (Loss) Fair Value
(In thousands)

Asse-backed securitie $224,64¢ $ 1 $ (983 $223,66°

Commercial pape 138,09: 13 () 138,09°

Obligations of the United States government & gsrecies 72,75 8 (839) 71,927

United States corporate notes, bonds and obligs 179,93( 5 (1,467 178,46¢

Money marke 256,59: — — 256,59:

Total $872,01¢ $ 27 $(3,29]) $868,75:
Classified as

Cash equivalent $470,33¢

Marketable securitie 398,41¢

Total $868,75:.
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January 30, 2005
Unrealized Unrealized

Amortized Estimated
Cost Gain (Loss) Fair Value
(In thousands)

Publicly traded equity securiti $ 687 $ 22 $ — $ 907

Asse-backed securitie 177,77: 1 (1,786 175,98t

Commercial pape 7,854 — — 7,854

Obligations of the United States government & gerecies 104,76t — (89%) 103,87:

United States corporate notes, bonds and obligs 182,68t 6 (1,879 180,82(

Money marke 164,37 — — 164,37

Total $638,14! $ 227 $ (4,555  $633,81
Classified as

Cash equivalent $172,28:

Marketable securitie 461,53:

Total $633,81

The following table provides the breakdown of thedstments with unrealized losses at January 2%:20

Less than 12 months 12 months or greater Total

Gross Gross Gross
Unrealized Unrealized Unrealized

Fair Value Losses Fair Value Losses Fair Value Losses

(In thousands)

Asse-backed securitie $ 78,28¢ $ (334 ¢ 48,29 $ (649 $126,57¢ $ (989
Commercial pape 19,60( @) — — 19,60( (7
Obligations of the United States government & gsrecies 39,03: (439 22,85 (400) 61,88 (839)
United States corporate notes, bonds and obligs 139,84 (48E) 64,59: (982) 204,43! (1,467

Money marke — — — — — —
Total $276,76( $ (1,26() $135,73 $ (2,03]) $412,49° $ (3,29))

As of January 29, 2006, we had 143 investmentsibkes in an unrealized loss position with an avenagrealized loss duration of less
than one year. The gross unrealized losses reiatidded income securities were due to changestirést rates. We have determined that the
gross unrealized losses on investment securitidgaratary 29, 2006 are temporary in nature. We wewgi@ investments to identify and
evaluate investments that have indications of pts&npairment. Factors considered in determiniigtiver a loss is temporary include the
length of time and extent to which fair value haetvless than the cost basis, the financial camd#nd near-term prospects of the investee,
and our intent and ability to hold the investmentd period of time sufficient to allow for any enipated recovery in market value. Our
investment policy requires the purchase of topitieestment grade securities, the diversificatibagset type and certain limits on our
portfolio duration.

The amortized cost and estimated fair value of eaglivalents and marketable securities classifeeavailable-for-sale at January 29,
2006 and January 30, 2005 by contractual maturéyshown below.

All of our marketable securities are debt instrutaemth the exception of $0.9 million of publiclsatied equity securities at January 30,
2005.

89



Table of Contents

NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Conti nued)

January 29, 2006

January 30, 2005

Amortized Estimated Amortized Estimated
Cost Fair Value Cost Fair Value
(In thousands)
Less than one ye: $491,25¢ $491,24¢ $198,24: $197,84«
Due in 1- 5 years 364,06! 361,04 416,08 412,14
Due in €7 years 16,69: 16,45¢ 23,13: 22,92t
Total $872,01¢ $868,75. $637,45¢ $632,91(
Note 8 - Balance Sheet Components
Certain balance sheet components are as follows:
January 29, January 30,
2006 2005

(As Restated

(As Restated

(In thousands)

Inventories:

Raw materials $ 25,74: $ 23,22

Work in-process 107,84 130,21:

Finished good 121,28l 162,35(
Total inventories $ 254,87( $ 315,78t

The significant decrease in work-in-process aniiied goods was the result of significant reduationolder products, offset by an

increase in new products.

January 29,

2006

Deposits and other asset:

January 30,

2005

(In thousands)

Investments in nc-affiliates $ 11,68¢
Long-term prepayment 7,504
Other 8,28¢

Total deposits and other ass $ 27,47

$ 2,000
2,50/
4,44C

$ 9,03/

The $9.7 million increase in investments in nonkafes is related to cost method investments io private companies.

January 29, January 30, Estimated
2006 2005 Useful Life
(In thousands) (Years)
Property and Equipment:
Software $ 153,61t $ 125,31( 3-5
Test equipmer 88,46¢ 86,88: 3
Computer equipmet 106,06: 82,42¢ 3
Leasehold improvemen 88,37¢ 79,16( (A)
Construction in proces 2,26( 3,26¢ (B)
Office furniture and equipme 21,61¢ 18,771 5
460,40: 395,82:
Accumulated depreciation and amortizat (282,249 (216,86)
Total property and equipment, r $ 178,15: $ 178,95!

(A) Leasehold improvements are amortized based oresisel of either the as’s estimated useful life or the remaining lease t

(B) Construction in process represents assets thatdtauken in service as of the balance sheet
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Depreciation expense for fiscal 2006, 2005, andt208s $76.4 million, $71.3 million, and $59.3 nati, respectively. Assets recorded
under capital leases included in property and eqaig were $17.1 million and $19.3 million as ofuary 29, 2006 and January 30, 2005,
respectively. Related accumulated amortization $da&s1 million and $17.8 million as of January 2908 and January 30, 2005, respectiv
Amortization expense for fiscal 2006, 2005, and®flated to capital leases was $1.2 million, $8iion, and $5.4 million, respectively.

January 29, January 30,
2006 2005
(In thousands)

Accrued Liabilities:

Accrued customer prograr $ 90,05¢ $ 83,01:
Deferred revenu 217 11,50(
Customer advance 1,55¢ 1,457
Taxes payabl 58,35¢ 28,82t
Accrued payroll and related expen: 53,08( 37,01¢
Deferred ren 11,87¢ 10,84+
Accrued legal settleme 30,60( —
Other 13,52: 9,421
Total accrued liabilitie: $ 259,26 $ 182,07
January 29, January 30,
2006 2005

(As Restated (As Restated

(In thousands)
Other Long-term Liabilities:

Asset retirement obligatic $ 6,44( $ 4,48
Other lon¢-term liabilities 13,59¢ 16,82:
Total other lon-term liabilities $ 20,03¢ $ 21,30«

Note 9 - Guarantees

FASB Interpretation No. 45, or FIN 4&uarantor’'s Accounting and Disclosure RequiremédotsGuarantees, Including Indirect
Guarantees of Indebtedness of Otheeguires that upon issuance of a guarantee, thaugioa must recognize a liability for the fair valaf
the obligation it assumes under that guaranteaddition, FIN 45 requires disclosures about thegniges that an entity has issued, including
a tabular reconciliation of the changes of thetgistproduct warranty liabilities.

We record a reduction to revenue for estimatedymbrkturns at the time revenue is recognized piiyniaased on historical return
rates. The reductions to revenue for estimatedymtaeturns for fiscal 2006, 2005 and 2004 areolisvis:
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Balance a Balance
Beginning at End of
Description of Period Additions (1) Deductions (2 Period
(In thousands)
Year ended January 29, 2006 Allowance for salesne $11,68° $ 35127 $ (36,57H  $10,23¢
Year ended January 30, 2005 Allowance for salesngs $ 9421 $ 22,467 $ (20,197 $11,68:
Year ended January 25, 2004 Allowance for salesngs $13,22¢ $ 23,79¢ $ (27,609 $ 9,421

(1) Allowances for sales returns are charged as a tieduo revenue
(2) Represents amounts written off against the allowdocsales return:

In connection with certain agreements that we lexesuted in the past, we have at times provideenmmities to cover the indemnified
party for matters such as tax, product and empltigbdities. We have also on occasion includeeliectual property indemnification
provisions in our technology related agreementh thiird parties. Maximum potential future paymecasnot be estimated because many of
these agreements do not have a maximum statelityiaBis such, we have not recorded any liabilityour consolidated financial statements
for such indemnifications.

Note 10 - Stockholders’ Equity
Stock Repurchase Program

On August 9, 2004 we announced that our Board oédbirs, or the Board, had authorized a stock mdase program to repurchase
shares of our common stock, subject to certainiSpattons, up to an aggregate maximum amount ®0$3 million. As part of our share
repurchase program, we have entered into and wecorainue to enter into structured share repurctrassactions with financial institutior
These agreements generally require that we mak@-dront payment in exchange for the right to reea fixed number of shares of our
common stock upon execution of the agreement, gudemtial incremental number of shares of our comistock, within a pre-determined
range, at the end of the term of the agreemeninBtine fourth quarter of fiscal 2006, we repurathas.3 million shares of our common st
for $50.0 million under a structured share repusehaansaction, which we recorded on the tradeafatee transaction. Through the end of
the fourth quarter of fiscal 2006, we have repuseltla8.5 million shares under our stock repurchesgram for a total cost of $213.2 million.
During the first quarter of fiscal 2007, we enteietd a structured share repurchase transactiogptarchase shares of our common stock for
$50.0 million that we expect to settle prior to #rel of our first fiscal quarter.

On March 6, 2006, we announced that our Board oéddrs had approved an increase in our existingksepurchase program. We
announced a $400 million increase to the origit@dlsrepurchase program we had announced in A@fiiet. As a result of this increase, the
amount of common stock the Board of Directors habarized to be repurchased has now been increasetbtal of $700 million. The
repurchases will be made from time to time in theromarket, in privately negotiated transaction$n structured stock repurchase
transactions, in compliance with the Securities Brchange Commission Rule 10b-18, subject to mandedlitions, applicable legal
requirements, and other factors. The program doesbiigate NVIDIA to acquire any particular amoufittommon stock and the program
may be suspended at any time at our discretion.
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Convertible Preferred Stock
As of January 29, 2006, there were no shares énpeel stock outstanding.

2000 Nonstatutory Equity Incentive Plan

On August 1, 2000, our Board of Directors approthed2000 Nonstatutory Equity Incentive Plan, or2B680 Plan, to provide for the
issuance of our common stock to employees andaad who are not directors, officers or 10% statt#térs. The 2000 Plan provides for the
issuance of nonstatutory stock options, stock bemasd restricted stock purchase rights. Optiontgiiasued under the 2000 plan generally
expire in six to 10 years. The Compensation Conemittppointed by the Board of Directors has theaaityhto amend the 2000 Plan and to
determine the option term, exercise price and nggieriod of each grant. Initial option grants gaiig vest ratably over a four-year period,
with 25% becoming vested approximately one yeanftioe date of grant and the remaining 75% vesting quarterly basis over the next
three years. Subsequent option grants generaltyqueasterly over a three-year period. There weiea of 21,939,202 shares authorized for
issuance and 10,595,890 shares available for figsuance under the 2000 Plan as of January 28, 200

1998 Equity Incentive Plan

The Equity Incentive Plan, or the 1998 Plan, waspéetd by our Board of Directors on February 17,8188d was approved by our
stockholders on April 6, 1998 as an amendment estétement of our then existing Equity IncentivenRhhich had been adopted on May
1993. The 1998 Plan provides for the issuance ptommon stock to directors, employees and con#sltdhe 1998 Plan was subsequently
amended on March 7, 2006. The 1998 Plan providethéoissuance of stock bonuses, restricted stoathpse rights, incentive stock options
or nonstatutory stock options. There were a tdtall®,094,385 shares authorized for issuance d&%95H98 shares available for future
issuance under the 1998 Plan as of January 29, 2006

Pursuant to the 1998 Plan, the exercise pricenfmaritive stock options is at least 100% of therfarket value on the date of grant or
for employees owning in excess of 10% of the vofinger of all classes of stock, 110% of the fairkeavalue on the date of grant. For
nonstatutory stock options, the exercise priceitess than 85% of the fair market value on the dagrant.

Option grants issued under the 1998 Plan genezaflire in six to ten years. Vesting periods areeined by the Board of Directors
the Compensation Committee of the Board of Dirextinitial option grants made after February 1@40nder the 1998 Plan generally vest
ratably each quarter over a three year period. @@t option grants are generally granted foroperdince and generally vest quarterly over
a three year period.

1998 Non-Employee Directors’ Stock Option Plan

In February 1998, our Board of Directors adopted 898 Non-Employee Directors’ Stock Option Plarthe Directors Plan, to
provide for the automatic grant of non-qualifiediops to purchase shares of our common stock talioeictors who are not employees or
consultants of us or of an affiliate of us.

In July 2000, the Board of Directors amended tH@g81Rlan to incorporate the automatic grant prowmssiof the Directors’ Plan into the
1998 Plan. Future automatic grants to non-emplay@etors will be made according to the terms efEhirectors’ Plan, but will be made out
of the 1998 Plan until such time as shares mayrbheavailable for issuance under the amended Di€d®an. In May 2002, the Directors’
Plan was amended further to reduce the numberasésigranted to our non-employee directors. Tieeagltautomatic grant provisions of the
Directors’ Plan are also incorporated into the 1P8. The terms of the amended Directors’ Plardaseribed below.
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Under the amended Directors Plan, each non-empldiyeetor who is elected or appointed to our BaarBirectors for the first time is
automatically granted an option to purchase 75d0@0es, which vests quarterly over a three-yeaogheor Initial Grant. Previously, such a
director was entitled to a grant of 200,000 sharesting monthly over a four-year period.

Under the amended Directors Plan, on August 1, 268h non-employee director was automaticallytgchan option to purchase
75,000 shares, which will vest 33% on the firstisarsary of the grant date, with the remaining 668ting quarterly over the second and
third years after the date of grant, provided thatdirector has attended at least 75% of the mg=tiuring the year following the date of the
grant, or 2002 Grants. Previously, such a dirests entitled to an annual grant of 80,000 shaestjng 100% on the first anniversary of the
date of the grant.

On August 1, 2003 and on each August 1 thereafsah non-employee director will be automaticallgrged an option to purchase 25,000
shares, or Annual Grant. These Annual Grants \eijitb vesting on the second anniversary of the afatiee grant and vest quarterly during
the next year. The Annual Grants will be fully vasbbn the third anniversary of the date of the gqanovided that the director has attended at
least 75% of the meetings during the year followting date of the grant.

On August 1, 2002 and each August 1 of each yeaedfter, each non-employee director who is a mewite committee of the Board
of Directors will automatically be granted an optim purchase 5,000 shares, or Committee GrantCbhimemittee Grants vest in full on the
first anniversary of the date of the grant, prodideat the director has attended at least 75%eofrtbetings during the year following the date
of the grant. Previously, such a director was ketito a grant of 20,000 shares, vesting in fultlmnfirst anniversary of the date of the grant.
Directors who were members of two committees, Mes3ox, Gaither and Jones, waived their grant aidtditional 5,000 shares for being a
member of a second committee in fiscal 2004, 20@52906.

If a non-employee director fails to attend at |e&s# of the regularly scheduled meetings duringythar following the grant of an
option, rather than vesting as described previouisy2002 Grants and Committee Grants will vesuatly over four years following the d:
of grant at the rate of 10% per year for the finsee years and 70% for the fourth year, and theu&hGrants will vest 30% upon the three-
year anniversary of the grant date and 70% fofdbeh year, such that in each case the entir@optill become fully vested on the fc-year
anniversary of the date of the grant. For the 28€éhts, Annual Grants and Committee Grants, iforson has not been serving on the B
of Directors or committee since a prior year’s amaeeting, the number of shares granted will beiced pro rata for each full quarter prior
to the date of grant during which such person didserve in such capacity.

The Compensation Committee administers the amebDaedtors Plan. A total of 1,200,000 shares hawnhkaithorized and issued
under the amended Directors Plan of which nongagdable for future issuance as of January 29, 28@6&described above, future grants to
non-employee directors will be made out of the 1B&.

Employee Stock Purchase Plan

In February 1998, our Board of Directors approvezi1998 Employee Stock Purchase Plan, or the PsgdPan. In June 1999, the
Purchase Plan was amended to increase the numblearefs reserved for issuance automatically eamhagehe end of our fiscal year for the
next 10 years (commencing at the end of fiscal 20@i0ending 10 years later in 2009) by an amoumaldq 2% of the outstanding shares on
each such date, including on an as-if-convertedmesferred stock and convertible notes, and antkhg options and warrants, calculated
using the treasury stock method; provided thanth&imum number of shares of common stock availdrlessuance from the Purchase Plan
could not exceed 26,000,000 shares. There araleofd?6,000,000 shares authorized for issuancdaAuary 29, 2006, 7,531,781 shares |
been issued under the Purchase Plan and 18,46&haids are available for future issuance.
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The Purchase Plan is intended to qualify as an leyep stock purchase plan” under Section 423 ofritegnal Revenue Code. Under
the Purchase Plan, the Board has authorized geatiich by eligible employees, including officens periodic offerings following the adopti
of the Purchase Plan. Under the Purchase Planmaepdfering periods shall be no longer than 2'htine. Under the current offering adopted
pursuant to the Purchase Plan, each offering pé&iad months, which is divided into four purchaseiods of 6 months.

Employees are eligible to participate if they amgioyed by us or an affiliate of us as designatethie Board. Employees who
participate in an offering may have up to 10% @fitlearnings withheld pursuant to the Purchase @tato certain limitations and applied on
specified dates determined by the Board to thehas® of shares of common stock. The Board mayaserthis percentage at its discretion,
up to 15%. The price of common stock purchased uthdePurchase Plan will be equal to the loweheffair market value of the common
stock on the commencement date of each offeriniggh@and the purchase date of each offering peri@b% at the fair market value of the
common stock on the relevant purchase date. Emgdoymy end their participation in the Purchase Biamy time during the offering
period, and participation ends automatically omiaation of employment with us and in each casg ttentributions are refunded.

The following summarizes the transactions underd®@&8 Plan, 2000 Plan and Directors Plan:

Weighted
Average
Exercise
Options Price Per
Available for Options
Grant Outstanding Share
Balances, January 26, 20 31,985,57 35,635,70 $12.9:
Authorized 8,796,15! — —
Granted (12,680,14) 12,675,14 14.71
Exercisec — (4,688,70) 5.17
Cancellec 855,44( (855,44() 19.2¢
Balances, January 25, 20 28,957,03 42,766,70 $14.2(
Authorized — — —
Granted (8,514,92)  8,514,92 23.4¢
Exercisec — (3,051,87) 8.2¢
Cancellec 2,069,59°  (2,069,59) 18.8:2
Balances, January 30, 20 22,511,70. 46,160,15 $16.1C
Authorized — — —
Granted (8,208,89)  8,208,89 27.7¢
Exercisec — (9,037,13) 11.8¢
Cancellec 1,352,67 (1,352,67) 20.57
Balances, January 29, 20 15,655,48 43,979,24  $19.0C

95



Table of Contents

NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Conti nued)

The following table summarizes information abowicktoptions outstanding as of January 29, 2006:

Options Outstanding Options Exercisable
Weighted Weighted Weighted
Average

Remaining Average Average
Number Contractual Exercise Number Exercise

Range of Exercise Prices Outstanding Life Price Exercisable Price
$0.09- 0.09 2,00( 0¢ $ 0.0¢ 2,00 $ 0.0¢
0.33- 0.33 112,30( 1€ $ 0.3¢ 112,30 $ 0.3<
0.66- 0.79 327,71( 1.8 $ 0.74 327,71 $ 0.74
1.38- 1.93 3,128,91. 22 $ 1.7¢ 3,12891. $ 1.7t
221 - 2.25 170,25( 2€ $ 2.2¢ 170,25( $ 2.2t
4.09- 5.88 2,387,23. 35 % 4.7¢ 2,385,991 $ 4.7:
7.65- 11.07 3,673,50:! 5 $ 9.5¢ 3,251,831 $ 9.6Z
11.51- 17.18 10,083,54 4C $14.4¢ 6,076,081 $ 14.67
17.53- 26.25 15,871,32 47  $23.0: 6,350,21. $20.8¢
26.38 - 39.54 7,597,95! 5.3 $32.1¢ 3,625,48  $31.9¢
42.98 - 53.61 624,00( 5.6 $43.3¢ 623,75( $43.3¢
65.47 - 65.47 50C 6.C $65.4 50C $65.4i
$0.09 - $65.47 43,979,24 44 $19.0C 26,054,995 $15.8¢

Note 11 - Retirement Plan

We have a 401(k) Retirement Plan, or the Plan, ogeubstantially all of our United States empleyeUnder the Plan, participating
employees may defer up to 100 percent of theirt@xesarnings, subject to the Internal Revenue Semmnual contribution limits. We do not
make employer contributions to the Plan.

Note 12 - Financial Arrangements, Commitments and @ntingencies
Inventory Purchase Obligations
At January 29, 2006, we had outstanding inventargipase obligations totaling $401.6 million.

Convertible Subordinated Debentures

In October 2000, we sold $300.0 million*44 % convertible subordinated debentures, or the Nadigs October 15, 2007 in a public
offering. Proceeds from the offering were approxgha$290.8 million after deducting underwritingsdounts, commissions and offering
expenses. Issuance costs related to the offeriatptb$9.2 million and were amortized to interegiemse over the term of the Notes. Interest
on the Notes accrued at the rate /4 % per annum and was payable semiannually in arceafgpril 15 and October 15 of each year,
commencing April 15, 2001. Interest expense, exolyithe amortization of issuance costs, relateti¢dNotes for fiscal 2004 was $10.4
million. The Notes were redeemable at our optiomoafter October 20, 2003 and were also convertibkthe option of the holder at any ti
prior to the close of business on the maturity daméess previously redeemed or repurchased, irdies of common stock at a conversion
price of $46.36 per share, subject to adjustmenértain circumstances.

On October 24, 2003, we fully redeemed the Notbes. dggregate principal amount of the Notes outstgnstas $300.0 million, which
included $18.6 million of Notes that we had purdths the open market during the three months efsdber 26, 2003. The redemption
price was equal to approximately 102.7% of thetantting principal amount of the Notes, plus accraed unpaid interest up to, but
excluding, the redemption date. In connection whthredemption of the Notes, we recorded a chargeii consolidated statement of income
approximately $13.1 million, which included a $dllion redemption premium and $5.5 million for theite-off of unamortized issuance
costs.
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Lease Obligations

Our headquarters complex is located on a leasedhsganta Clara, California and is comprised v fiuildings. The related leases
expire in 2012 and each includes two seven-yeawals at our option. Future minimum lease paymentier these operating leases total
$152.8 million over the remaining terms of the Egsncluding predetermined rent escalations, aadhaluded in the future minimum lease

payment schedule below.

In addition to the commitment of our headquartess have other domestic and international officdlifees under operating leases
expiring through fiscal 2013. Future minimum lepsgments under our noncancelable operating leasesJanuary 29, 2006, are as follows:

Year ending January:
2007

2008

2009

2010

2011

2012 and thereaftt

Total

Operating
(In thousands,

$ 29,557
29,32
28,39¢
27,79¢
27,81
29,60:

Rent expense for the years ended January 29, 28066ary 30, 2005, and January 25, 2004 was $24i6rm$28.0 million, and $26.4

million, respectively.

The following is an analysis of the property andipqent under capital leases by major classes:

Property and Equipment:
Software and othe

Test equipmer

Computer equipmet
Leasehold improvemen
Office furniture and equipme

Accumulated depreciation and amortizat
Total property and equipment, r

Litigation
3dfx

January 29 January 30,

2006 2005
(In thousands)

$ 62¢ $ 634
6,89¢ 9,12¢
4,331 4,331

4 _
5,23: 5,23
$ 17,09: $ 19,32:
(17,09) (17,839
$ — $ 1,487

On December 15, 2000, NVIDIA Corporation and onewf indirect subsidiaries entered into an agreentepurchase certain graphics
chip assets from 3dfx. The 3dfx asset purchasedloa April 18, 2001.
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In May 2002, we were served with a California stadart complaint filed by the landlord of 3dfx'si8dose, California commercial real
estate lease. In December 2002, we were servedav@tiifornia state court complaint filed by thadéord of 3dfx’s Austin, Texas
commercial real estate lease. The landlords’ comglédoth assert claims for, among other thinggrfarence with contract, successor
liability and fraudulent transfer and seek to rezmmpamong other things, amounts owed on their teadth 3dfx in the aggregate amount of
approximately $10 million. In October 2002, 3dffefl for Chapter 11 bankruptcy protection in thetdaiStates Bankruptcy Court for the
Northern District of California. The landlor actions were subsequently removed to the UnitateS Bankruptcy Court for the Northern
District of California and consolidated with a cdaipt filed by the Trustee in the 3dfx bankrupt@se for purposes of discovery. Upon
motion by NVIDIA in 2005, the District Court withdw the reference to the Bankruptcy Court and thdltad actions were removed to the
United States District Court for the Northern Dittof California. On November 10, 2005, the DisttiCourt granted NVIDIA's motion to
dismiss the landlords’ respective amended com@ant allowed the landlords to have until Febrdar8006 to amend their complaints. The
landlords’ refiled claims against NVIDIA in earlyeBruary 2006, and NVIDIA again requested the OistCiourt to dismiss all such claims
made by the landlords. A hearing on NVIDIA's newtions to dismiss is set for hearing on April 17080Discovery is stayed pending this
hearing and no trial date has been set in thegmacWe believe the claims asserted against ukéiandlords are without merit and we will
continue to defend ourselves vigorously.

In March 2003, we were served with a complaintfity the Trustee appointed by the Bankruptcy Caurépresent the interests of the
3dfx bankruptcy estate. The Trustee’s complaint@s<laims for, among other things, successoilitialand fraudulent transfer and seeks
additional payments from us. On October 13, 200&Gourt held a hearing on the Trustee’s motiorsfmnmary adjudication. On
December 23, 2005, the Court issued its ruling oenthe Trustee's Motion for Summary Adjudicatiorell material respects and holding
that NVIDIA is prevented from disputing that thdwa of the 3dfx transaction to NVIDIA was less t1#408.0 million. The Court expressly
denied the Trustee's request to find that the valube 3dfx assets conveyed to NVIDIA were at i&d98.0 million. In early November
2005, after many months of mediation, NVIDIA and Bfficial Committee of Unsecured Creditors, or @reditors’ Committee, reached a
conditional settlement of the Trustee’s claims agalNVIDIA. This conditional settlement, presentedthe centerpiece of a proposed Plan of
Liguidation in the bankruptcy case, is subject tmafirmation process through a vote of creditard the review and approval of the
Bankruptcy Court after notice and hearingihe scope and schedule for that confirmation piobes yet to be determined, bute expect thi
hearing to now occur sometime in the next few menithe Trustee has advised that he intends totdiojélce settlement. The settlement with
the Creditors’ Committee calls for a payment ofragpmately $30.6 million to the 3dfx estate. Undee settlement, $5.6 million relates to
various administrative expenses and Trustee fees$25.0 million relates to the satisfaction of dednd liabilities owed to the general
unsecured creditors of 3dfx. As such, during tleghmonth period ended October 30, 2005, we reddsles million as a charge to
settlement costs and $25.0 million as additionatipase price for 3dfx.

The Bankruptcy Court, over objection of the Credit@ommittee and NVIDIA, has ordered the discoveoytion of the litigation to
proceed while the settlement is pending approvaligh the confirmation process. However, no tratkechas been set in the Trustee's action.
In addition, following the Trustee’s filing of a Fro 8-K on behalf of 3dfx, in which the Trustee diised the terms of the proposed settlement
agreement between NVIDIA and the Creditor's Comeeiticertain shareholders of 3dfx filed a petitiathyihe Bankruptcy Court to appoint
an official committee to represent the claimedriegés of 3dfx shareholders. That petition was tgdrand an Equity Holdes’Committee we
appointed. Counsel for the Equity Holde€ommittee has announced an intention to filenapsding Plan of Reorganization or Liquidatior
the Trustee’s case.

Opti Incorporated

On October 19, 2004, Opti Incorporated, or Oplgdfia complaint for patent infringement against A in the United States District
Court for the Eastern District of Texas. Opti ass#rat unspecified NVIDIA chipsets infringe fiveS) patents held by Opti. Opti seeks
unspecified damages for our alleged conduct, at@'rfees and triple damages for alleged willfdfimgement by NVIDIA. NVIDIA filed a
response to this complaint in December 2004. A osseagement conference was held in July 2005 whérel date was set for July 2006
court
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mandated mediation was held in January 2006 anddatidesolve the matter. Discovery continues, dsagepreparation for the Markman
hearing on claim construction. The Markman heaisrgcheduled for April 13, 2006. We believe themmkasserted against us are without
merit and we will continue to defend ourselves vigsly. We do not have sufficient information tdetenine whether a loss is probable. As
such, we have not recorded any liability in oursitated financial statements for such, if angslo

American Video Graphic:

In August 2004, a Texas limited partnership namatkAcan Video Graphics, LP, or AVG, filed three @aegie complaints for patent
infringement against various corporate defendamsincluding NVIDIA, in the United States Distri€ourt for the Eastern District of Texas.
AVG initially asserted that each of the approxinhathirty defendants sells products that infringee@r more of seven separate patents that
AVG claims relate generally to graphics processingtionality. In November 2004, NVIDIA sought amnds granted permission to interve
in two of the three pending AVG lawsuits. Our coaipt in intervention alleged that both of the p&ian suit were invalid and that, to the
extent AVG's claims target NVIDIA products, the eged patents were not infringed.

On December 19, 2005, AVG and substantially athefnamed defendants and intervenors, includingDNW| settled all of pending
claims; the only surviving claims will relate sgldb two non-settling defendants. As part of thitlement, the defendants and intervenors
paid an undisclosed aggregate amount to AVG. Ihaxge, all pending claims between the settlinggemvtere dismissed with prejudice, ¢
AVG granted to all settling parties a full releadall claims for past damages and a full licerweall future sales of accused products under
all of AVG'’s patents, including the patents in siit addition, as part of the settlement, all sggtdefendants and intervenors fully and finally
waived any claims for indemnification they may héeel against any other settling party.

We are subject to other legal proceedings, butevedl believe that the ultimate outcome of anyhese proceedings will have a
material adverse effect on our financial positiomweerall trends in results of operations. Howeifean unfavorable ruling were to occur in
any specific period, there exists the possibility onaterial adverse impact on the results of djmers of that period.

Note 13 - Settlement Costs

Settlement costs were $14.2 million for fiscal 2006e settlement costs are associated with twgalibn matters, 3dfx and AVG. AVG
is settled. The 3dfx matter is not finally settbeutl is subject to judicial review and the completd appropriate procedures and documents.
However, based on the potential settlement indase, we have concluded that a loss is probabl¢haneve can reasonably estimate the
amount of loss. Please refer to Note 12 of the dtwi€Consolidated Financial Statements for furthfarmation.
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Note 14 - Income Taxes
The provision for (benefit from) income taxes apalle to income before income taxes consists ofdf@ving:

Year Ended
January 29, January 30, January 25,
2006 2005 2004
(As restated (As restated (As restated
(In thousands)
Current:
Federal $ 22,05( $ — $ —
State 37E 35E 221
Foreign 11,01: 8,82¢ (51,590
Total curreni 33,435 9,181 (51,369
Deferred:
Federal (2,692 1,23 3,56¢
State — (620) 39,961
Foreign — — —
Total deferrec (2,692 617 43,53
Charge in lieu of taxes attributable to employecktoption plan: 24,867 8,61°f 5,50¢
Provision for/(benefit from) income tax $ 55,61. $ 18,41 $ (2,326

Income before income taxes consists of the follgwin

Year Ended
January 29, January 30, January 25,
2006 2005 2004
(As Restated (As Restated (As Restated
(In thousands)
Domestic $ 52,11. $ (7,53)) $ (55,929
Foreign 304,67 114,56! 102,23:

$ 356,78 $ 107,02¢ $ 46,30«

The provision for (benefit from) income taxes diférom the amount computed by applying the fedgta@tutory income tax rate of 3t
to income before income taxes as follows:

Year Ended
January 29, January 30, January 25,
2006 2005 2004
(As Restated (As Restated (As Restated
(In thousands)
Tax expense computed at Federal Statutory $ 124,87¢ $ 37,46( $ 16,20¢
State income taxes, net of federal tax ef 847 21¢ 5,23
Foreign tax rate differentii (57,28¢) (8,467) (14,149
Research and experimental cre (13,179 (10,939 (5,426
In-process research and developn — — 1,22t
Change in estimate — — (36,76¢)
Increase in beginning of year valuation allowa — — 31,02%
Other 35C 131 31¢
Provision for/(benefit from) income tax $ 55,61: $ 18,41! $ (2,326
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The tax effect of temporary differences that gisiss to significant portions of the deferred tageis and liabilities are presented below:

January 29, January 30,
2006 2005
(As Restated (As Restated

(In thousands)
Deferred tax assets

Net operating loss carryforwar $ 134,38! $ 97,46¢
Accruals and reserves, not currently deductiblédgmpurpose 16,10¢ 18,401
Property, equipment and intangible as: 16,92¢ 17,18:
Research and other tax credit carryforwe 146,08 113,85¢
Deferred Equity Compensatic 45,924 53,45¢
Gross deferred tax ass! 359,43! 300,36°
Less valuation allowanc (233,019 (193,98
Deferred tax asse 126,41¢ 106,38
Deferred tax liabilities:
Unremitted earnings of foreign subsidiar (85,716 (68,36¢)
Net deferred tax asse $ 40,70: $ 38,01:

Income tax expense (benefit) as a percentage ofriadefore taxes, or our annual effective tax mates 15.6% in fiscal 2006, 17.2% in
fiscal 2005, and (5.0%) in fiscal 2004. The chaimgiie rate was primarily a result of changes ingeographic mix of income subject to
tax. As of January 29, 2006, we had a valuatiomwadhce of $233.0 million. Of the total valuatiotomlance, $178.3 million is attributable to
certain net operating loss and tax credit carryéyds resulting from the exercise of employee stgations. The tax benefit of these net
operating loss and tax credit carryforwards, if afen realized, would be accounted for as a cteditockholders' equity. Of the remaining
valuation allowance as of January 29, 2006, $19lllomrelates to federal and state tax attribigequired in certain acquisitions for which
realization of the related deferred tax assetsdessrmined not likely to be realized due, in prfpotential utilization limitations as a resul
stock ownership changes, and $35.2 million relaie®rtain state deferred tax assets that manadetatrmined not likely to be realized
due, in part, to projections of future taxable imeo To the extent realization of the deferred &sets related to certain acquisitions becomes
probable, recognition of these acquired tax bem&fduld first reduce goodwill to zero, then redotiger non-current intangible assets related
to the acquisition to zero with any remaining bérmeported as a reduction to income tax expensah@& extent realization of the deferred tax
assets related to certain state tax benefits bexpnobable, we would recognize an income tax beimefhe period such asset is more likely
than not to be realized.

As of January 29, 2006, we had a federal net opgridss carryforward of approximately $363.6 roitliand cumulative state net
operating loss carryforwards of approximately $8#illion. The federal net operating loss carryfard/will expire beginning in fiscal 2012
and the state net operating loss carryforwardsheifjin to expire in fiscal 2007 according to thieswf each particular state. As of
January 29, 2006, we had federal research andimergation tax credit carryforwards of approximgt®92.1 million that will begin to
expire in fiscal 2008. The research and experintiemtdax credit carryforward attributable to staieapproximately $78.2 million, of which
approximately $75.3 million is attributable to t&tate of California and may be carried over ind&flp, and approximately $2.9 million is
attributable to various other states and will exiieginning in fiscal 2016 according to the rulesach particular state. We have other
California state tax credit carryforwards of appnoately $4.9 million that will begin to expire irs€al 2007. Utilization of net operating
losses and tax credit carryforwards may be sulgelamitations due to ownership changes and ofingitdtions provided by the Internal
Revenue Code and similar state provisions. If sulinitation applies, the net operating loss andctadit carryforwards may expire before
full utilization.

The American Jobs Creation Act of 2004, or Act, wigmied into law on October 22, 2004. The Act piledi a temporary incentive for
United States multinational corporations to repatéraccumulated income earned outside the Unit#é<Sat a federal effective tax rate of
5.25%. In the fourth quarter of fiscal 2006, weaiated $420 million in foreign earnings under Aw. The net tax effect of this distribution
was minimal because the current tax cost at a 512%%ate was offset by the benefit attributablestucing our deferred tax liability for ta
on earnings previously provided at the statutoty od 35%.
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Note 15 - Microsoft Agreement

On March 5, 2000, we entered into an agreementMitiosoft Corporation, or the Microsoft Agreemeintwhich we agreed, under
certain terms and conditions, to develop and seltgssors for use in the Xbox video game consateetthe Microsoft Agreement, in the
event that an individual or corporation makes dardab purchase shares equal to or greater than@Qbe outstanding shares of our comr
stock, Microsoft may have first and last rightgefusal to purchase the stock.

Note 16 - Segment Information

Our Chief Executive Officer, who is considered ®dur chief operating decision maker, or CODM, e financial information
presented on an operating segment basis for pusmdseaking operating decisions and assessingdiabperformance. During the first
quarter of fiscal 2006, we reorganized our opegasiegments to bring all major product groups ie livith our strategy to position ourselves
as the worldwide leader in programmable graphiosgssor technologies. We now report financial imi@tion for four productine operating
segments to our CODM: the GPU Business is composptbducts that support desktop PCs, notebookad@gprofessional workstations;
the MCP Business is composed of NVIDIA nForce prtslthat operate as a single-chip or chipset hatodf-load system functions, such as
audio processing and network communications, anfe these operations independently from the hestral processing unit, or CPU; our
Handheld GPU Business is composed of productsstigiort handheld personal digital assistants, leelphones and other handheld devices;
and our Consumer Electronics Business is concewttintproducts that support video game console#ret digital consumer electronics
devices and is composed of revenue from our camibarrangements with SCE to jointly develop aausGPU incorporating our next-
generation GeForce GPU and SCE’s system solutionBE€E’s PlayStation3, revenue from sales of ounXtetated products, revenue from
our license agreement with Microsoft relating te Huccessor product to their initial Xbox gamingsae, the Xbox360, and related devices,
and digital media processor products. In additithese operating segments, we have the “All Otbatégory that includes human resour
legal, finance, general administration and corponaarketing expenses, which total $123.9 milliod $h18.0 million for fiscal 2006 and
2005, respectively, that we do not allocate toather operating segments. “All Other” also inclutles results of operations of other
miscellaneous operating segments that are neitdaridually reportable, nor aggregated with anothyerating segment. Revenue in the “All
Other” category is primarily derived from salesneémory. All prior period amounts have been restaig@flect our new reporting structure.

Our CODM does not review any information regardioigl assets on an operating segment basis. Opgisgments do not record
intersegment revenue, and, accordingly, thereme no be reported. The accounting policies for sggmeporting are the same as for
NVIDIA as a whole.

For periods prior to the first quarter of fiscalO®) product-line operating segment information othan revenue was impracticable to
obtain primarily due to changes in our enterpresource system structure that we implemented dtiimdjrst quarter of fiscal 2005.
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GPU MCP Handheld GPU CE All Other Consolidated
(As Restated (As Restated
(In thousands)
Twelve Months Ended January 29, 200€
Revenue $1,654,39° $352,31¢ $ 58,74¢ $170,22: $ 140,00: $2,375,68
Depreciation and amortization expel $ 33,080 $12,090 $ 1248C $ 1552 $ 30,81 $ 90,02
Operating income (los: $ 370,63t $ 32,86¢ $ (34,92) $ 83,88 $(115,79)(A) $ 336,66
Twelve Months Ended January 30, 2005:
Revenue $1,348,96: $175,66: $ 45,92! $259,96{ $ 179,51 $2,010,03.
Depreciation and amortization expel $ 32,84¢ $12,82¢ $ 1162( $ 88C $ 32,64! $ 90,81¢
Operating income (los: $ 178,59° $(39,91) $ (37,53) $107,90: $(113,87)(A) $ 95,17¢

Twelve Months Ended January 25, 2004:

Revenue

$1,259,80. $162,43!

$ 9,00¢ $280,13: $ 111,56!

$1,822,94!

(A) Operating loss in the “All Other” category ftire fiscal years ended January 29, 2006, Januar308® and January 25, 2004 includes
$3,433, $18,417, and $40,369, respectively, ohtedtstockased compensation and associated payroll tax s&pBtease refer to N¢
2 of the Notes to Consolidated Financial StatemfamtBirther information

Revenue by geographic region is allocated to inldiai countries based on the location to which tieglycts are initially billed even if
our customers’ revenue is attributable to end custs that are located in a different location. Tdilewing tables summarize information
pertaining to our revenue from customers baseaaniging address in different geographic regions:

Year Ended Year Ended Year Ended
January 29, January 30, January 25,

2006 2005 2004

(In thousands)
Revenue:

United State! $ 340,59t $ 473,72. $ 44451
Other America: 38,57 11,04 6,35¢
China 401,61. 269,30t 280,97!
Taiwan 1,131,78. 883,34¢ 834,51
Other Asia Pacific 250,84« 169,88t 149,84
Europe 212,27 202,72" 106,74
Total revenue $2,375,68  $2,010,03: $1,822,94!
January 29 January 30,

2006 2005

Long-lived assets

(In thousands)

United State: $161,50! $169,87:
Other America: 60¢ —
China 4,44: 1,03C
Taiwan 1,02( 951
Other Asia Pacific 7,67(C 3,12¢
Europe 2,90¢ 3,97¢
Total lon¢-lived asset: $178,15. $178,95!

Revenue from significant customers, those represgapproximately 10% or more of total revenuetfer respective dates, is

summarized as follows:

Year Ended Year Ended Year Ended
January 29, January 30, January 25,
2006 2005 2004

Revenue:
Customer A 8% 9% 12%
Customer E 5% 13% 15%
Customer C 6% 8% 12%
Customer C 14% 18% 21%
Customer E 12% 7% 9%



Accounts receivable from significant customerssthtepresenting approximately 10% or more of &tabunts receivable for the
respective periods, is summarized as follows:

January 29, January 30,
2006 2005
Accounts Receivable:
Customer A 8% 13%
Customer E 8% 14%
Customer C 11% — %
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Note 17 - Quarterly Summary (Unaudited)

The following table sets forth our unaudited cortaikd financial data as restated, for the laditdigcal quarters ended January 29, 2006
more information on these matters, please refdiote 2, “Restatement of Consolidated Financiale®taints, Audit Committee and Company
Findings”.

Fiscal 2006 Quarters Ended
Jan. 29, 2006 Oct. 30, 2005 July 31, 2005 May 1, 2005
As As As As
Previously As Previously As Previously As Previously As
Reported Adjustments Restated Reported Adjustments Restated Reported Adjustments Restated Reported Adjustments Restated
(In thousands, except per share data)

Statement of
Operations
Data:
Revenue $633,61+ $ — $633,61: $583,41' $ — $583,41! $574,81: $ — $574,81: $583,84( $ — $583,84¢
Cost of

revenue $378,67- $ 13€ $378,81: $355,24° $ 17 $355,42( $357,27¢ $ 15¢€ $357,43" $373,69: $ 292 $373,98!
Gross profit  $254,94( $ (13¢) $254,80: $228,16¢ $ (173) $227,99! $217,53: $ (15¢€) $217,37* $210,15: $ (292) $209,86.
Net income $ 98,05 % (676 $ 97,37¢ $ 65,25: $ (80€)$ 64,447 % 74,8373 (1,009)% 73,83:% 64,44¢$ 1,07¢ $ 65,52:
Basic net

income per
share $ 057% — $ 05i% 03¢% — $ 03€$ 044% — $ 044% 03¢% 0.01$ 0.3¢
Diluted net
income per
share $ 05:% (0.0)$ 05:$% 03€$ (0.0)$ 03:$ 041% — $ 041% 03€$ — $ 0.3¢
Fiscal 2005 Quarters Ended
Jan. 30, 2005 Oct. 24, 2004 July 25, 2004 April 25, 2004
As As As As
Previously As Previously As Previously As Previously As

Reported Adjustments Restated Reported Adjustments Restated Reported Adjustments Restated Reported Adjustments Restated
(In thousands, except per share data)

Statement of
Operations
Data:
Revenue $566,47¢ $ — $566,47( $515,59: $ — $515,59: $456,06. $ — $456,06. $471,90" $ —  $471,90!
Cost of

revenue  $372,66: $ 392 $373,05: $348,84¢ $ 182 $349,03: $315,96¢ $ 50€ $316,47¢ $323,06¢ $ 84¢ $323,91¢
Gross profit  $193,81!'$  (392) $193,42: $166,74: $  (182) $166,56( $140,09:$  (50€) $139,58! $148,83t$  (84€) $147,98
Netincome $ 48,00¢$ (3,11%)$ 44,89($ 25,87¢$ (2,376 % 23,501$% 5,11¢$ (3,449% 1,67($ 21,34¢$ (2,795 $ 18,55/
Basic net

income per

share $ 02¢$ (0.09% 027$ 0.1€€$ (00% 014% 00:%$ (0.02$ 0.01% 0.1:% (0.09% 0.11
Diluted net

income per

share $ 027$ (009% 02t$ 01t$ (0.0D$ 0.14% 00:$% (002 0.01% 0.1z (0.0 0.1C
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Note 18 - Subsequent Events

ULI Electronics, IncOn February 20, 2006, we completed the acquisdfddLi Electronics, Inc., a leading developer ofe&dtogic
technology, for approximately $53 million paid iast.

Stock SplitOn March 6, 2006, we issued a press release animguth@t our Board of Directors approved a two-éoe stock split of ot
outstanding shares of common stock to be effectéldd form of a 100% stock dividend. The stocktapill be effective on or about
Thursday, April 6, 2006 for stockholders of recatdhe close of business on Friday, March 17, 20@bwill entitle each stockholder to
receive one additional share for every outstandirage of common stock held. Upon the completiothefstock split, NVIDIA will have
approximately 360 million shares of common stoctstanding. Had the stock split been given retreaatiffect in our consolidated statems
of income, the basic net income per share woule eeen $0.89, $0.30, and $0.23, and the dilutethoetme per share would have been
$0.83, $0.28, and $0.22, for fiscal 2006, 2005, 20@4, respectively, on an unaudited basis.

Stock Repurchas@n March 6, 2006, we also announced that our BoiRIrectors approved an increase in our existiogls
repurchase program. We announced a $400 milliore&se to the original stock repurchase programamegnnounced in August 2004. As a
result of this increase, the amount of common sthelBoard of Directors has authorized to be repased has now been increased to a total
of $700 million. The repurchases will be made friimme to time in the open market, in privately néaetd transactions, or in structured stock
repurchase transactions, in compliance with thei$ezs and Exchange Commission Rule 10b-18, stbjemarket conditions, applicable
legal requirements, and other factors. The progtags not obligate NVIDIA to acquire any particidemount of common stock and the
program may be suspended at any time at our discret

Note 19 - Subsequent Events Related to the Reviefvliock Option Practices (Discussed in Note 2 of é¢hNotes to Consolidated
Financial Statements) (Unaudited)

Listing on The NASDAQ Stock Market

On September 11, 2006, NVIDIA filed a Form 12b-2shwhe SEC to report that it would not timely fite Quarterly Report on Form
10-Q for the quarter ended July 30, 2006. On Selpeerhi2, 2006 NVIDIA announced that it would requeesiearing before the NASDAQ
Listing Qualifications Panel, or the Panel, in @sge to the receipt of a NASDAQ Staff Determinafetter on September 11, 2006 indica
that NVIDIA was not in compliance with the filingquirements for continued listing as set forth iarkétplace Rule 4310(c)(14). As
anticipated, the letter was issued in accordante MASDAQ procedures due to the delayed filing &INIA’s Form 10-Q for the quarter
ended July 30, 2006. Pending a decision by thelPEN#DIA shares will remain listed on the NASDAQI@bal Select Stock Market. On
October 19, 2006, we appeared for an oral heagfigré the Panel. The Panel confirmed that our dpyeehstayed the delisting action
pending a final written decision by the Panel. Pamel’s decision is still pending. There can bassurances that the Panel will grant our
request for continued listing; however, by filin @ our required periodic reports with the SEG telieve that we will have remedied our
non-compliance with Marketplace Rule 4310(c)(14).

Lawsuits related to our historical stock option gtiag practices

Since September 29, 2006, nine derivative cases Ibaen filed in state and federal courts assectaigis concerning errors related to
our historical stock option granting practices asdociated accounting for stock-based compensatijpense. These complaints have been
filed in various courts, including the California®rior Court, Santa Clara County, the United St&tistrict Court for the Northern District
California, and the Court of Chancery of the StdtBelaware in and for New Castle County. All capagport to be brought derivatively on
behalf of NVIDIA against members of our board afediors and several of our current and former effcThe cases are not currently
consolidated, although all allege in substantisifgilar fashion claims for, among other things,date of fiduciary duty, unjust enrichment,
insider selling, abuse of control, gross mismanagenwaste, constructive fraud, and violations @ft®ns 10(b) and 14(a) of the Securities
Exchange Act of 1934. The plaintiffs seek to reedee NVIDIA, among other things, damages in anpegtified amount, rescission, punitive
damages, treble damages for insider selling, aesldad costs. Plaintiffs also seek an accountiognatructive trust and other equitable re
We intend to take all appropriate action in resgaasthese complaints.

We voluntarily contacted the SEC regarding the AQdimmittees review and, as of the date of the filing of thinual Report on Fori
10-K/A, the SEC is continuing the inquiry of oustdrical stock option grant practices it begaraete IAugust 2006. In October 2006, we met
with the SEC and provided it with a review of thatgs of the Audit Committee’s review and in NovemB006 we voluntarily provided the
SEC with further documents. We plan to continuedoperate with the SEC in its inquiry.

105



Table of Contents

NVIDIA CORPORATION AND SUBSIDIARIES
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS

Balance a
Beginning
Description of Period Additions (3) Deductions
(In thousands)
Year ended January 29, 2C
Allowance for sales returns and allowan $11,68° $ 35,127 $(36,575)(1)
Allowance for doubtful accoun $ 1466 $ (4920 $ (3762
Year ended January 30, 2C
Allowance for sales returns and allowan $ 9,421 $ 22,46! $(20,197)(1)
Allowance for doubtful accoun $231C $ (849 $ —
Year ended January 25, 2C
Allowance for sales returns and allowan $13,22¢  $ 23,79¢  $(27,609(1)
Allowance for doubtful accoun $ 424 $ 731  $ (2,661)(2)

(1) Represents amounts written off against the allowdocsales return:

(2) Represents uncollectible accounts written off agfaime allowance for doubtful accour

(3) Allowances for sales returns are charged as a tieduo revenue. Allowances for doubtful accounts éharged to expens¢

106

Balance
at End of
Period

$10,23¢
$ 59¢

$11,681
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EXHIBIT INDEX
Filing Filed
Exhibit No.  Exhibit Description Form File Number Exhibit Date Herewith
2.1 Asset Purchase Agreement, dated as of Decemb&0@8, by and among 10-K 0-23985 2.1 4/27/01
NVIDIA Corporation, NVIDIA US Investment Company @3dfx
Interactive, Inc
3.1 Amended and Restated Certificate of Incorpora S-8 33374905 4.1 3/23/99
3.2 Certificate of Amendment of Amended and Restatedif@ate of 10-Q 0-23985 3.4 9/10/02
Incorporation
3.3 Bylaws of NVIDIA Corporation, Amended and Restassdof March 7, 10-K 0-23985 3.3 3/16/06
2006
4.1 Reference is made to Exhibits 3.1, 3.2 anc
4.2 Specimen Stock Certifica S-1 33347495 4.2 4/24/98
4.3 Second Amended and Restated Investors’ Rights Aggat dated August  S-1 333-47495 4.3 11/20/9¢
19, 1997 between the Company and the parties itichereto and First
Amendment to Second Amended and Restated InveRaykts Agreemen
dated July 22, 199
4.4 Second Amendment to Second Amended and Restatestims’ Rights 10-Q 0-23985 4.4 6/15/99
Agreement, dated April 12, 19¢
10.1 Form of Indemnity Agreement between NVIDIA Corpasatand each of it 8-K 0-23985 3/7/06
directors and officer
10.2+ 1998 Equity Incentive Plan, as ameni 8-K 0-23985 10.2  3/13/06
10.3+ 1998 Equity Incentive Plan ISO, as amen 10-Q 0-23985 10.5 11/22/0¢
10.4+ 1998 Equity Incentive Plan NSO, as amen 10-Q 0-23985 10.6  11/22/0«
10.5+ Certificate of Stock Option Gral 10-Q 0-23985 10.7  11/22/0«
10.6+ 1998 Employee Stock Purchase Plan, as ame S-8 33351520 99.4  12/8/00
10.7+ Form of Employee Stock Purchase Plan Offeringnasralec S-8 333-10001(C 99.5 9/23/02
10.8+ Form of Employee Stock Purchase Plan Offering nasraled Internationa S-8 333-10001( 99.6 9/23/02
Employees
10.9+ 1998 Nor-Employee Director Stock Option Plan, as amenc 10-Q/A 0-23985 10.7  7/03/02
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Filing Filed
Exhibit No.  Exhibit Description Form File Number  Exhibit Date Herewith

10.10+ 1998 Non-Employee Directors’ Stock Option Plan (AahGrant - Board  10-Q 0-23985 10.1 11/22/0:
Service), as amendt

10.11+ 1998 Non-Employee Directors’ Stock Option Plan (Quittee Grant - 10-Q 0-23985 10.2 11/22/0:
Committee Service), as amenc

10.12+ 1998 Nor-Employee Director Stock Option Plan (Initial Gran 106-Q 0-23985 10.3 11/22/0:

10.13+ 2000 Nonstatutory Equity Incentive Plan, as amet 10-K 0-23985  10.11 4/25/03

10.14 Lease dated April 4, 2000 between NVIDIA Corpomatand Sobrato S3/A#1 3333356( 10.1 4/20/00
Interests Il for Building A

10.15 Lease dated April 4, 2000 between NVIDIA Corporatamd Sobrato S-3/A#1 3333356( 10.2  4/20/00
Interests Il for Building E

10.16 Lease dated April 4, 2000 between NVIDIA Corporatamd Sobrato S-3/A#1 3333356( 10.3 4/20/00
Interests Il for Building C

10.17 Lease dated April 4, 2000 between NVIDIA Corpomatand Sobrato S-3/A#1 3333356( 10.4 4/20/00
Interests Il for Building C

10.18+  NVIDIA Corporation Fiscal Year 2006 Variable Compation Plar 8-K 0-23985 10.1 5/13/06

21.1 List of Registrar's Subsidiarie 10-K 0-23985 21.1 3/16/06

23.1 Consent of PricewaterhouseCoopers | *

23.2 Consent of KPMG LLF *

24.1 Power of Attorney 10-K 0-23985 3/16/06

31.1 Rule 13i-14(a) Certification of Chief Executive Offi( *

31.2 Rule 13i-14(a) Certification of the Chief Financial Offic *

32.1# Statement of the Chief Executive Officer under Ri8a - 14(b) (18 U.S.C *
Section 1350

32.2# Statement of the Chief Financial Officer under Rl8a - 14(b) (18 U.S.C *
Section 1350

990.1 Selected Consolidated Financial D *

+  Management contract, compensatory plan or arrange

# In accordance with Item 601(b)(32)(ii) of RegidatS-K and SEC Release Nos. 33-8238 and 34-4 766l Rule: Management's
Reports on Internal Control Over Financial Repgrtamd Certification of Disclosure in Exchange AetiBdic Reports, the certificatio
furnished in Exhibits 32.1 and 32.2 hereto are dmkto accompany this Form 10-K/A and will not bemded “filed” for purpose of
Section 18 of the Exchange Act. Such certificatiilsnot be deemed to be incorporated by referénteany filing under the
Securities Act or the Exchange Act, except to titerg that the registrant specifically incorporétdsy reference

Copies of above exhibits not contained herein aadlable to any stockholder upon written requestrigestor Relations: NVIDIA
Corporation, 2701 San Tomas Expressway, Santa,d#&5050.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d)f the Securities Exchange Act of 1934, the Regiaht has duly caused this

report to be signed on its behalf by the undersigrg thereunto duly authorized, on November 29, 2006.

NVIDIA Corporation

By /s/ JEN-HSUN HUANG

Jer-Hsun Huanc

President and Chief Executive Offic

Pursuant to the requirements of the Securities Examnge Act of 1934, this report has been signed beldw the following persons
on behalf of the registrant and in the capacitiesrad on the dates indicated.

Signature

Title

Date

/s/ JEN-HSUN HUANG

Jer-Hsun Huang

/sl MARVIN D. BURKETT

Marvin D. Burkett

/sl TENCH COXE*

Tench Coxe

/s/ STEVEN CHU*

Steven Cht

/sl JAMES C. GAITHER*

James C. Gaithe

/s HARVEY C. JONES*

Harvey C. Jone

/sl MARK L. PERRY*

Mark L. Perry

/s/ WILLIAM J. MILLER*

William J. Miller

/s/ A. BROOKE SEAWELL*

A. Brooke Seawel

*By: /sl JEHSUN HUANG

Jen-Hsun Huang
Attorney-In-Fact

President, Chief Executive Officer and Director

(Principal Executive Officer)

Chief Financial Officer (Principal Financial and

Accounting Officer)

Director

Director

Director

Director

Director

Director

Director
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EXHIBIT INDEX
Exhibit
File Filing Filed
No. Exhibit Description Form Number Exhibit Date Herewith
2.1 Asset Purchase Agreement, dated as of Decemb&0@8, by and among 10-K 0-23985 2.1 4/27/01
NVIDIA Corporation, NVIDIA US Investment Company @3dfx Interactive
Inc.
3.1 Amended and Restated Certificate of Incorpora S-8 33374905 4.1 3/23/99
3.2 Certificate of Amendment of Amended and Restatedif@ate of 10-Q 0-23985 34 9/10/02
Incorporation
3.3 Bylaws of NVIDIA Corporation, Amended and Restassdof March 7, 200 10-K 0-23985 3.3 3/16/06
4.1 Reference is made to Exhibits 3.1, 3.2 anc
4.2 Specimen Stock Certifica S-1 33347495 4.2 4/24/98
4.3 Second Amended and Restated Investors’ Rights Aggat dated August 19, S-1 333-47495 4.3 11/20/9¢
1997 between the Company and the parties indi¢htrdto and First
Amendment to Second Amended and Restated Invefaykts Agreement,
dated July 22, 199
4.4 Second Amendment to Second Amended and Restatestdns’ Rights 10-Q 0-23985 4.4 6/15/99
Agreement, dated April 12, 19¢
10.1  Form of Indemnity Agreement between NVIDIA Corpdoatand each of its  8-K 0-23985 3/7/06
directors and officer
10.2+ 1998 Equity Incentive Plan, as amen 8-K 0-23985 10.2  3/13/06
10.3+ 1998 Equity Incentive Plan 1SO, as amen 1C-Q 0-23985 10.5 11/22/0¢
10.4+ 1998 Equity Incentive Plan NSO, as amen 1C-Q 0-23985 10.6  11/22/0¢
10.5+ Certificate of Stock Option Gral 106-Q 0-23985 10.7  11/22/0:
10.6+ 1998 Employee Stock Purchase Plan, as ame S-8 33351520 99.4 12/8/00
10.7+ Form of Employee Stock Purchase Plan Offering nasralec S-8 333-10001( 99.5 9/23/02
10.8+ Form of Employee Stock Purchase Plan Offeringnasraled - International  S-8 333-10001( 99.6 9/23/02
Employees
10.9+ 1998 Noi-Employee Director Stock Option Plan, as amenc 1C-Q/A  0-23985 10.7  7/03/02
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EXHIBIT INDEX
(CONTINUED)

Exhibit File Filing Filed
No. Exhibit Description Form Number Exhibit Date Herewith

10.104 1998 Non-Employee Directors’ Stock Option Plan (AahGrant - Board 10-Q 0-23985 10.1  11/22/0¢
Service), as amend:

10.114 1998 Non-Employee Directors’ Stock Option Plan (Quttee Grant - 10-Q 0-23985 10.2  11/22/0«
Committee Service), as amenc

10.124 1998 Not-Employee Director’ Stock Option Plan (Initial Gran 1C-Q 0-23985 10.3  11/22/0«

10.134 2000 Nonstatutory Equity Incentive Plan, as amet 10-K 0-23985 10.11 4/25/03

10.14 Lease dated April 4, 2000 between NVIDIA Corpomatand Sobrato S-3/A#1 3333356( 10.1  4/20/00
Interests Il for Building A

10.15 Lease dated April 4, 2000 between NVIDIA Corporatand Sobrato S-3/A#1 3333356( 10.2  4/20/00
Interests Il for Building E

10.16 Lease dated April 4, 2000 between NVIDIA Corporatand Sobrato S-3/A#1 3333356( 10.3  4/20/00
Interests Il for Building C

10.17 Lease dated April 4, 2000 between NVIDIA Corporatand Sobrato S-3/A#1 3333356( 10.4  4/20/00
Interests Il for Building C

10.184 NVIDIA Corporation Fiscal Year 2006 Variable Compation Plar 8-K 0-23985 10.1  5/13/06

21.1 List of Registrar’s Subsidiarie 10-K 0-23985 21.1  3/16/06

23.1 Consent of PricewaterhouseCoopers | 10-K 0-23985 23.1 *

23.2 Consent of KPMG LLF 10-K 0-23985 23.2 *

24.1 Power of Attorney 10-K 0-23985 3/16/06

31.1 Rule 13i-14(a) Certification of Chief Executive Offic *

31.2 Rule 13i-14(a) Certification of the Chief Financial Offic *

32.1# Statement of the Chief Executive Officer under RiBa - 14(b) (18 U.S.C *
Section 1350

32.2# Statement of the Chief Financial Officer under Rl8a - 14(b) (18 U.S.C *
Section 1350

99.1 Selected Consolidated Financial D *

+ Management contract, compensatory plan or arrange

# In accordance with Item 601(b)(32)(ii) of RegidatS-K and SEC Release Nos. 33-8238 and 34-486| Rule: Managemers’Reports
on Internal Control Over Financial Reporting andtifieation of Disclosure in Exchange Act Periodeports, the certifications furnished
in Exhibits 32.1 and 32.2 hereto are deemed torapaay this Form 10-K/A and will not be deemed ‘tilldor purpose of Section 18 of t
Exchange Act. Such certifications will not be dedrt®be incorporated by reference into any filimgler the Securities Act or the
Exchange Act, except to the extent that the regisspecifically incorporates it by referen

Copies of above exhibits not contained herein wadlable to any stockholder upon written requestrigestor Relations: NVIDIA
Corporation, 2701 San Tomas Expressway, Santa,d#&5050.



EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢lee Registration Statements on Form S-8 (N83:1306191, 333-51520, 333-74905,
333-74868, 333-100010, 333-114375, 333-123933 88€ll32493), and on Form S-4 (No. 333-54406) of NMiI[Corporation of our report
dated March 16, 2006, except with respect to ouriop on the consolidated financial statementsfasas it relates to the restatement
described in Note 2, as to which the date is NovardB, 2006, relating to the financial statemefitgncial statement schedule,
managemens$ assessment of the effectiveness of internal aloower financial reporting and the effectivenessternal control over financi
reporting, which appears in this Form 10-K/A.

/sl PricewaterhouseCoopers LLP
San Jose, California
November 28, 200



EXHIBIT 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors
NVIDIA Corporation:

We consent to the incorporation by reference irréggstration statements on Form S-8 (Nos. 333-206333-51520, 333-74905, 333868,
333-100010, 333-114375, 333-123933 and 333-132498)pon Form S-4 (No. 333-54406) of NVIDIA Corpdoatof our report dated
February 12, 2004, except as to Note 2 which if &vember 28, 2006, relating to the consolidatadements of income, stockholders’
equity and comprehensive income, and cash flow$\WDIA Corporation and subsidiaries for the yeaded January 25, 2004, and the
related financial statement schedule, which regppiears in this Form 10-K/A of NVIDIA Corporatio@ur report indicates that the
consolidated statements of income, stockholdensite@nd comprehensive income, and cash flows oftN® Corporation and subsidiaries
(the Company) for the year ended January 25, 2604 heen restated.

/ s/ KPMG LLP

Mountain View, California
November 28, 200



EXHIBIT 31.1
CERTIFICATION
I, Jen-Hsun Huang, President and Chief Executiie@f certify that:

1. I have reviewed this annual report on Form 18-& NVIDIA Corporation;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15 (e) and 15de)) and internal control over financial repagtias (as defined in the Exchange
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in at@moce with generally accepted accounting principles

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter that hatenally affected, or is reasonably likely to madly affect, the registrard’interna
control over financial reporting; and

5. The registrant’s other certifying officer anlldve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s independent regéstgrublic accounting firm and the audit committééhe registrant’s board of directors
(or persons performing the equivalent functions):

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

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

Date: November 29, 2006

/s/ JEN-HSUN HUANG
Jer-Hsun Huanc
President and Chief Executive Officer




EXHIBIT 31.2
CERTIFICATION
I, Marvin D. Burkett, Chief Financial Officer, cédt that:

1. I have reviewed this annual report on Form 18-& NVIDIA Corporation;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15 (e) and 15de)) and internal control over financial repagtias (as defined in the Exchange
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in at@moce with generally accepted accounting principles

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter that hatenally affected, or is reasonably likely to madly affect, the registrard’interna
control over financial reporting; and

5. The registrant’s other certifying officer anlldve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s independent regéstgrublic accounting firm and the audit committééhe registrant’s board of directors
(or persons performing the equivalent functions):

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

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

Date: November 29, 2006
/sl MARVIN D. BURKETT

Marvin D. Burkett
Chief Financial Officer




EXHIBIT 32.1
CERTIFICATION

Pursuant to Section 906 of the Public Company Anting Reform and Investor Protection Act of 2008 (1S.C. § 1350, as adopted),
Jen-Hsun Huang, the President and Chief ExecutffieeDof NVIDIA Corporation (the “Company”), herglxertifies that, to the best of his
knowledge:

1. The Company’s annual report on Form 10-K/A far year ended January 29, 2006, to which this fi@ation is attached as Exhibit
32.1 (the “Periodic Report”), fully complies withe requirements of Section 13(a) of the Securifieshange Act of 1934, as amended;
and

2. The information contained in the Periodic Refairly presents, in all material respects, thaficial condition of the Company at the
end of the period covered by the Periodic Repaitrasults of operations of the Company for thequedovered by the Periodic Report.

DatedNovember 29, 200

/s/ JEN-HSUN HUANG

Jer-Hsun Huanc
President and Chief Executive Officer

A signed original of this written statement reqdil®y Section 906 has been provided to NVIDIA Cogion and will be retained by
NVIDIA Corporation and furnished to the Securiteesd Exchange Commission or its staff upon req

This certification accompanies the Form 10-K/A toieth it relates, is not deemed filed with the Sémg and Exchange Commission
and is not to be incorporated by reference intofdimg of the Company under the Securities Actl883, as amended, or the Securities
Exchange Act of 1934, as amended (whether madeéefafter the date of the Form 10-K/A), irrespexof any general incorporation
language contained in such filing.



EXHIBIT 32.2
CERTIFICATION
Pursuant to Section 906 of the Public Company Anting Reform and Investor Protection Act of 2008 (1S.C. § 1350, as adopted),

Marvin D. Burkett, the Chief Financial Officer oMIDIA Corporation (the “Company”), hereby certifiisat, to the best of his knowledge:

1. The Company’s annual report on Form 10-K/A far year ended January 29, 2006, to which this fi@ation is attached as Exhibit
32.2 (the “Periodic Report”), fully complies withe requirements of Section 13(a) of the Securifieshange Act of 1934, as amended;
and

2. The information contained in the Periodic Refairly presents, in all material respects, thaficial condition of the Company at the
end of the period covered by the Periodic Repaitrasults of operations of the Company for thequedovered by the Periodic Report.

DatedNovember 29, 200

/s MARVIN D. BURKETT
Marvin D. Burkett
Chief Financial Officer

A signed original of this written statement reqdit®y Section 906 has been provided to NVIDIA Cogion and will be retained by
NVIDIA Corporation and furnished to the Securiteesd Exchange Commission or its staff upon req

This certification accompanies the Form 10-K/A toieth it relates, is not deemed filed with the Sémg and Exchange Commission
and is not to be incorporated by reference intofdimg of the Company under the Securities Actl883, as amended, or the Securities
Exchange Act of 1934, as amended (whether madeeefafter the date of the Form 10-K/A), irrespexof any general incorporation
language contained in such filing.



Exhibit 99.1

NVIDIA CORPORATION AND SUBSIDIARIES
SELECTED CONSOLIDATED
FINANCIAL DATA

In May 2006, following media reports of stock optiaccounting investigations at other companiesntapagement of NVIDIA decide
to conduct a review of stock option grants mad&®RyDIA. Management advised our Board of Directofghe review at a regularly-
scheduled meeting of the Board of Directors on 4ay2006. The Board of Directors directed managentereport its findings to the Audit
Committee. Management presented its findings taAtidit Committee in late June 2006. Following the¢sentation, the Audit Committee
determined that it should perform its own indeperdeview of stock option grants made by NVIDIA.eTAudit Committee, with the
assistance of outside legal counsel, began itewesn approximately June 29, 2006.

We will restate our October 30, 2005 financialeta¢nts in the filing of our October 29, 2006 Fo®Q; however, in advance of that
filing, we have provided the accompanying unaudteddensed consolidated financial information asofl for the three and nine month
periods ended, October 30, 2005 in this exhibitaAesult of the restatement, for the three and mionth periods ended October 30, 200%
have recorded $2.0 million and $1.8 million, regpety, of incremental stock-based compensatioreegp, net of associated payroll taxes, in
the accompanying “as restated” presentation otondensed consolidated statements of income. Edhtbe month period ended October
30, 2005, we included $0.9 million and $0.9 milliorresearch and development expenses and sejimgral and administrative expenses,
respectively. For the nine month period ended Gat80, 2005, we included $4.1 million and a credl$3.0 million in research and
development expenses and selling, general and &trative expenses, respectively. We have alsadexd the tax benefit of these
adjustments of $1.2 million and $1.0 million foetthree and nine month periods ended October 3B, 28spectively. We have also restated
our condensed consolidated statement of cash flomteese adjustments, as well as our condensezbtidated balance sheet at October 30,
2005 for the cumulative impact of the effect ofsh@djustments. The cumulative effect of the restant adjustments as of October 30, 2005
increased additional paid-in capital by $177.9imnil] decreased retained earnings by $126.7 midimhimpacted total stockholders’ equity
by $47.9 million. The additional non-cash chargesstock-based compensation expense and relatedféscts had no impact on our
condensed consolidated statement of cash flowsN8&e2, “Restatement of Consolidated Financiale®tants, Audit Committee and
Company Findings” of the Notes to the Consolid&etncial Statements included in Item 8 for furtimformation surrounding the nature of
the errors which gave rise to the restatement ofinancial statement:



NVIDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

(Unaudited)
Qctober 30, 2005
As Previously As Restated
Reported Adjustments (1)
ASSETS

Current asset:
Cash and cash equivalel $ 364,30¢ $ — $ 364,30¢
Marketable securitie 421,87( — 421,87(
Accounts receivable, n 351,73 351,73°
Inventories 284,84 127 284,97
Prepaid expenses and other current a: 23,94¢ 23,94¢
Deferred income taxe 3,26t 1,712 4,977
Total current asse 1,449,971 1,83¢ 1,451,81!
Property and equipment, r 178,50! — 178,50!
Deposits and other assi 24,71 — 24,718
Goodwill 133,10° — 133,10°
Intangible assets, n 19,201 — 19,201
Deferred income taxes, n-current — 33,03¢ 33,03t

$1,805,500 $ 34,87  $1,840,38

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

Accounts payabl $ 179,77 % — $ 179,77
Accrued liabilities 247,39( (1,049 246,34
Current portion of capital lease obligatic — —
Total current liabilities 427,16° (1,049 426,11¢
Deferred income tax liabilitie 20,75¢ (20,759 —
Long-term liabilities 8,14¢ 8,79 16,94(
Stockholder' equity:
Common stocl 17¢ — 17€
Additional paic-in capital 740,66! 177,85( 918,51!
Deferred compensatic (1,949 (3,27¢) (5,219
Treasury stocl (162,147 — (162,147
Accumulated other comprehensive loss, (4,36%) — (4,365
Retained earning 777,04¢ (126,69) 650,35
Total stockholdel' equity 1,349,44 47,88 1,397,32.

$1,805,50: $ 34,87  $1,840,38.

(1) See Note 2, “Restatement of Consolidated FiahStatement, Audit Committee and Company Findirmfshe Notes to “Consolidated
Financial Statemen”



NVIDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(In thousands, except per share data)

(Unaudited)
Three Months Endec Nine Months Endec
QOctober 30, 2005 QOctober 30, 2005
(As Restated)(1) (As Restated)(1)

Revenue $ 583,41! $ 1,742,07.
Cost of revenu 355,42( 1,086,84.
Gross profit 227,99! 655,23:

Operating expense
Research and developmt 88,82¢ 263,77"
Sales, general and administrat 55,43¢ 151,32:
Settlement cosl 14,15¢ 14,15¢
Total operating expens 158,42: 429,25’
Operating incom: 69,57: 225,97
Interest incom 5,38( 14,14:
Interest expens — (13
Other income, ne 76€ 1,60¢
Income before income tax exper 75,71¢ 241,71
Income tax expens 11,271 37,91(
Net income $ 64,441 $ 203,80:
Basic net income per she $ 0.3¢ $ 1.2C
Diluted net income per sha $ 0.3% $ 1.12
Shares used in basic per share computi 170,12° 169,23¢
Shares used in diluted per share comput: 183,42¢ 181,60¢

(1) See Note 2, “Restatement of Consolidated FiahStatement, Audit Committee and Company Findirmfshe Notes to “Consolidated
Financial Statemen”



NVIDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
(In thousands)

(Unaudited)
Nine Months Endec
October 30,
2005
(As Restated)(1)
Cash flows from operating activitie
Net income $ 203,80:.
Adjustments to reconcile net income to net caskigeal by operating activitie:
Non-cash realized gain on investment exche (96)
Depreciation and amortizatic 74,18¢
Stocl-based compensatic 6,76:
Bad debt expens 162
Other 85
Changes in operating assets and liabilii
Accounts receivabl (55,62)
Inventories 30,67:
Prepaid expenses and other current a: (3,956
Deposits and other assi (5,995
Accounts payabl (62,499
Accrued liabilities 33,51«
Net cash provided by operating activit 221,02!
Cash flows from investing activitie
Purchases of marketable securi (182,53)
Sales and maturities of marketable secur 217,28t
Purchases of property, equipment and intangiblets (56,155
Investments in nc-affiliates (9,689
Net cash used in investing activiti (31,089
Cash flows from financing activitie
Common stock issued under employee stock 104,72¢
Stock repurchase (138,509
Principal payments on capital lea: (85€)
Retirement of common stox 491
Net cash provided by (used in) financing activi (34,145
Change in cash and cash equivals 155,79¢
Cash and cash equivalents at beginning of pe 208,51:
Cash and cash equivalents at end of pe $ 364,30¢

Supplemental disclosures of cash flow informat

Cash paid for intere: $ 12
Net payment of income tax $ 2,65¢
Non cash activities

Acquisition of busines- goodwill adjustmen $ 25,00(
Application of customer advance to accounts redsé $ =

Marketable security received from investment excjex $ 96
Asset retirement obligatic $ 1,611
Deferred stoc-based compensatic $ (153
Unrealized losses from marketable secur $ 1,12
Assets acquired by assuming related liabili $ 4,04¢

(1) See Note 2, “Restatement of Consolidated FimhStatement, Special Committee and Company Fgsdiof the Notes to
“Consolidated Financial Stateme”



