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FORWARD-LOOKING STATEMENTS

This report on Form 10-K contains forward-lookirigtsments within the meaning of Section 27A ofSleeurities Act of 1933 and
Section 21E of the Securities Exchange Act of 1984ch are subject to the “safe harbor” createdhmge sections. These forward-looking
statements include but are not limited to: statdmeslated to industry trends and future growtthenmarkets for 3D graphics and media
communication processors; our product developmiéntg; the timing of our introduction of new protts; industry and consumer accepte
of our products; and future profitability. Discuss$s containing these forward-looking statements befound in “Business” and
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations.” These forwlaoking statements involve risks
and uncertainties that could cause our actualtesubiffer materially from those in the forwambking statements. We undertake no
obligation to publicly release any revisions to thewvard-looking statements or reflect events ocwinstances after the date of this document.
The “Business Risks” section, among other thingeukl be considered in evaluating our prospectsatude financial performance.

RECENT FINANCIAL AND ACCOUNTING DEVELOPMENTS

In January 2002, NVIDIA’s Audit Committee initiatedreview of certain financial matters at the resfjued, and in cooperation with, the
staff of the Securities & Exchange Commissionher 8EC. Based on findings of the review, the fingrstatements for the first three
quarters of fiscal year 2002 and for the fiscalrge2®01 and 2000 are restated in this Form 10-kherestatement. As a result of the
restatement, total net income for the three yedogéncreased by approximately $1.3 million, witie annual impact of the restatement as
follows:

+ For fiscal 2002, total revenues decreased to $1b86&n from $1.371 billion, total net income deeased to $176.9 million from
$177.1 million and diluted net income per sharege@sed to $1.03 per share from $1.04 per shark,asacompared to the amounts
previously announced by NVIDIA on February 14, 2C

« For fiscal 2001, total revenues were unchangedl @t income decreased to $98.5 million from $98illon and diluted net income
per share decreased to $.62 per share from $.6hpeg, each as compared to the amounts previeemyted by NVIDIA.

« For fiscal 2000, total revenues were unchangedl @t income increased to $41.0 million from $38illion and diluted net income
per share increased to $.28 per share from $.26hage, each as compared to the amounts previmsiyted by NVIDIA.

Restated financial statements reflect the follovadfustments during the past three fiscal years:

* In fiscal 2002, adjustments to revenues reflecabyear adjustments in the recording of deferreémaes and adjustments in the
accrual of certain customer programs. Adjustmentost of revenues reflect primarily inter-yeanestinents in recording of
manufacturing costs, as well as the timing of ineenwrite-downs. Adjustments to operating expensélect primarily inter-year
adjustments in the timing of the recording of aatst

« In fiscal 2001, adjustments to revenues were lidniteintra-year adjustments involving deferred rexes. Adjustments to cost of
revenues reflect primarily inter-year adjustmentghie recording of certain manufacturing costsyel as the timing of inventory
write-downs. Adjustments to operating expenses reflaégtapily inter-year adjustments in the timing of the recordingadruals

* In fiscal 2000, adjustments to revenues were lidhiteintra-year adjustments involving accrualsdstimated product returns.
Adjustments to cost of revenues reflect primariliei-year adjustments in the recording of certagmufiacturing costs, as well as the
timing of inventory write-downs. Adjustments to ogtng expenses reflect primarily inter-year adjustts in the timing of recording
of accruals



The effects of these adjustments on the accompgtiyiancial statements are presented in Note BedCbnsolidated Financial
Statements. Adjustments to quarterly statemenpefaiions data for the first three quarters ofdfi®02, fiscal 2001 and fiscal 2000 as a
result of the restatement are presented in Note 1%e Consolidated Financial Statements. The tebfinancial statements reflect certain
inter-year adjustments between fiscal 2001 an@fi2802 results as compared to the preliminary antsowe announced on April 29, 2002.
Financial information included in reports on ForBtH, Form 10-Q and Form E-previously filed by NVIDIA for these periods sHdunot be
relied upon and are superceded by the informatidhis Annual Report on Form 10-K.

PART |
ITEM 1. BUSINESS
Overview

We were incorporated in California in 1993 and cenporated in Delaware in April 1998. We designyalep and market graphics and
media communication processors and related softiwagersonal computers, or PCs, workstations agithtlentertainment platforms. We
provide an architecturally compatible “top-to-battbfamily of award-winning performance 3D graphm®cessors and graphics processing
units, or GPUs, that set the standard for perfonaaquality and features for a broad range of agsRICs, from professional workstations to
low-cost PCs and mobile PCs, from performance [apto thin-andight notebooks. Our 3D graphics processors ard fegea wide variety ¢
applications, including games, digital image edijtibusiness productivity, the Internet and indasttesign. Our graphics processors are
designed to be architecturally compatible backveard forward between generations, giving our origémgiipment manufacturers, or OEMs,
customers and end users a low cost of ownership.

We have five major product brands: GeForce, nFaeed;orce Go, Quadro and TNT2. The GeForce fampyesents our desktop
graphics processor units, or GPUs. We are recodricredeveloping the world’s first programmable GRlthe GeForce4 and GeForce3. The
GeForce4 and GeForce3 GPUs are designed to d#iedrighest performance and cinematic-quality fieeriactive entertainment, digital
image editing and digital video playback applicatichrough the use of highly-programmable procgssiements. The nForce and Xbox
integrated graphics processor units, or IGPs, aadiarand communications processors, or MCPs, armtlustry’s first highly-integrated
platform processors to incorporate a comprehersgvef multimedia capabilities, such as 2D, 3D, DWDTV, Dolby Digital audio
playback and fast broadband and networking comnatinizs. Our mobile product family, which consistste GeForce 4 and GeForce2 Go
GPUs, are designed to deliver desktop graphicepaence and features for multiple laptop configorat from desktop replacements to thin-
and-lights. The Quadro family of workstation GPWssist of an extensive range of products for tigh+gnd, mid-range, entry level, multi-
display 2D and digital content creation marketse NVIDIA TNT2 family of graphics processors deligdrigh performance 3D and 2D
graphics at affordable prices for a wide rangeppfiaations for both consumer and commercial use.étire product family provides
superior processing and rendering power at coningefirices and is architected to deliver the maximperformance from industry standards
such as Microsoft’s Direct3D Application Programiiimterface, or API, and Silicon Graphics, Incds SGI's, OpenGL APl on Windows
operating systems and Linux platforms.

Our products are currently designed into produffesed by virtually every leading branded PC OENtluding Acer Inc., Apple
Computer, Inc., Compaq Computer Corporation, Delinputer Corporation, eMachines Inc., Fujitsu-Siesnéomputers, Gateway Inc.,
Hewlett Packard Company, IBM, Micron Electronics.lNEC Corporation, Packard Bell NEC Inc., Sili@®raphics Inc., and Sony
Corporation, as well as leading contract equipmesmufacturers, or CEMs, including Celestica Hongé¢cbtd., Mitac International
Corporation, Micro-Star International Co. Ltd., &&na SCI Corporation and VisionTek Inc., and legdimotherboard and add-in board
manufacturers, including Abit Computer CorporatiaBUSTeK Computer Inc., Canopus Corporation, ELS8 Borporation, Gainward Co.
Ltd., Gigabyte Technology Co. Ltd., Guillemot Coration, LeadTek Research, Inc. and PNY Technologies
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Interactive 3D graphics technology continues to rgmas one of the significant new computing devalepts since the introduction of
the graphical user interface. Interactive 3D greplis integral to various computing and entertaimnpéatforms such as workstations,
consumer and commercial desktop PCs, Internetapqas and video gaming consoles. 3D graphics @venul broadband medium that
enables the communication and visualization ofrmiation, whether it is in professional applicatidike digital content creation and
computer assisted design and computer assistedfacaming, or CAD/CAM, or commercial applicationkd financial analysis and business-
to-business collaboration or simply surfing the Inetror playing games. The visually engaging and-aatitve nature of 3D graphics respo
to consumers’ demands for a convincing simulatibreality beyond what is possible with traditior2d graphics. We expect that the
fundamental interactive capability and distributhegure of 3D graphics will make it the primary &dband medium for a digitally connected
world.

We believe that a PC’s interactive 3D graphics bdjarepresents one of the primary means usdfsrdintiate among various systems.
PC users today can easily differentiate the quafityraphics and prefer PCs that provide a supertwal experience. These factors have
dramatically increased demand for 3D graphics meaes. Mercury Research estimates that 174 milli@mgraphics processors were sold
worldwide in 2001 and that 261 million will be sokdrldwide in 2005.

Continuing advancements in semiconductor procedgsramufacturing have made available more powerfdlafordable
microprocessors and 3D graphics processors, batlich are essential to deliver interactive 3D @jiap to the PC market. Additionally, the
industry has broadly adopted Microsoft’s Direct3PlAand SGI's OpenGL API, which serve as commonstaddard languages between
software applications and 3D graphics processtiosyiag the development of numerous 3D applicatiand resulting in increased consumer
demand.

We believe that a substantial market opportuniigtexor providers of performance 3D graphics pssces, particularly as performance
3D graphics have become an increasingly imporeoirement and point of differentiation for PC OENI®nsumer PC users demand a
compelling visual experience and compatibility wétkisting and next-generation 3D graphics applicetiat an affordable price. Application
developers require high-performance, standardsdb@Bearchitectures with broad market penetratiancé&graphics is a key point of
differentiation, PC OEMs continually seek to incorgte leading-edge, cost-effective 3D graphicstania to build award-winning products.
We believe that providers of interactive 3D graphsolutions compete based on their ability to lagertheir technology expertise to
simultaneously meet the needs of end users, afiplicdevelopers and OEMs.

Our Solution

We design our GPUSs, platform processors and graginmcessors to enable PC OEMs, system buildetfiambward and add-in board
manufacturers to build award-winning products blveeing state-of-the-art interactive 3D graphiepability, while maintaining affordable
prices. We believe that by developing 3D graphatat®ns that provide superior performance and esilthe key requirements of the PC
market, we will accelerate the adoption of 3D giaegplthroughout this market. We combine scalablaitectural technology with mass mar
economies-of-scale to deliver a complete familpmfducts that spans workstations to low-cost v&iGs.

Our objective is to be the leading supplier of perfance GPUs, platform processors and graphicegsocs for a broad range of PCs,
workstations, laptops, video game consoles, Inteapgliances, handhelds and any future computingceeavith a display. Our current focus
is on the PC, workstation, mobile laptop and gaoresole markets, and we plan to expand into othekets Our strategy to achieve this
objective includes the following key elements:

Build Award-Winning, Architecturally-Compatible 3Braphics Product Families for the PC and DigitaltErtainment Platforms Oul
strategy is to achieve market share leadershipaPC and digital entertainment

3



platforms by providing award-winning performancesaéry price point. By developing 3D graphics solus that provide superior
performance and address the key requirements s¢ thlatforms, we believe that we will acceleratedboption of 3D graphics. As part of
our strategy, we have closely aligned our prodesetbpment with Direct3D and OpenGL, which we badienaximizes third-party software
support.

Target Leading OEMs and System BuildersOur strategy is to enable our leading OEM wrmajor system builder customers to
differentiate their products in a highly competitimarketplace by using our 3D graphics proces¥desbelieve that design wins with these
industry leaders provide market validation of otoqucts, increase brand awareness and enhanceilityrta penetrate additional leading
customer accounts. In addition, we believe thaelelationships with OEMs will allow us to bettetticipate and address customer needs
with future generations of our products. Our pradwae currently designed into products offeredinyally every leading branded PC OE
including Acer, Apple, Compagq, Dell, eMachines,itauj-Siemens, Gateway, HP, IBM, micronpc.com, NB&ckard Bell NEC, SGI and
Sony.

Sustain Technology and Roadmap Leadership in 3[pkca. We are focused on leveraging our advancecherging capabilities to
accelerate the quality and performance of 3D grapini PCs. A fundamental aspect of our strategy &ctively recruit the best 3D graphics
engineers in the industry, and we believe that ameelassembled an exceptionally experienced anatedl@ngineering team. We increased
the number of our employees engaged in researcHarelopment activities to 619 at January 27, X0@# 458 at January 28, 2001. Our
research and development strategy is to focus nouccently developing multiple generations of grigplprocessors using independent de
teams. As we have in the past, we intend to lewetiaig strategy to achieve new levels of graphéedures and performance, enabling our
customers to achieve award-winning performancéeir products.

Increase Market Share We believe that substantial market sharelglimportant to achieving success in the 3D grapbisiness. W
intend to achieve a leading share of the marketdwpting substantial resources to building awardrivig families of products for a wide
range of applications.

Leverage Our Expertise in Digital Multimedia We believe the synergy created by the comininatf 3D graphics and the Internet will
fundamentally change the way people work, learmroanicate and play. We believe that our expertisgD) graphics and system architec
positions us to help drive this transformation. 8¥e leveraging our expertise in the processingtmmission of high-bandwidth digital
media to develop products designed to addressethérements of high-bandwidth concurrent multimedia

Current Products

NVIDIA GeForce Desktop GPU Family

Model Target Market Transistors Process Technolog
GeForce4 Ti 460! Ultimate PC Enthusia: 63 million 0.1E-micror
GeForce4 Ti 4400 PC Enthusiast 63 million 0.15micror
GeForce4 Ti 4200 Performance 63 million 0.15:micror
GeForce4 MX 46( Performance Midrang 29 million 0.1E5-micror
GeForce4 MX 440 Midrange 29 million 0.15:micror
GeForce4 MX 420 Value Performance 29 million 0.15micror
GeForce3 Ti 50! Ultimate PC Enthusia: 57 million 0.1E-micror
GeForce3 Ti 200 Performance Enthusiast 57 million 0.15micror
GeForce3 Ultimate PC Enthusiast 57 million 0.15:micror
GeForce2 T Performanct 25 million 0.1&-micror
GeForce2 Ultra Performance 25 million 0.18:micror
GeForce2 GTS Performance Midrange 25 million 0.18micror
GeForce2 MX Midrange 19 million 0.1&-micror



NVIDIA GeForce Go Mobile GPU Family

Model

Target Market

Transistors

Process Technolog

GeForce4 440 G Performance 29 million 0.1E5-micron
GeForce4 420 Go Thin & Light High End 29 million 0.15-micron
GeForce4 410 Go Mainstream 29 million 0.15-micron
GeForce2 Gt Performance 19 million 0.1&-micron
GeForce2 Go 200 Thin & Light High End 19 million 0.18-micron
GeForce2 Go 100 Mainstream 19 million 0.18-micron

NVIDIA TNT2 Graphics Processor Famil
Model

Target Market

Transistors

Process Technolog

TNT2 M64 Value 15 million 0.2Zz-micron
Vanta Low Cost Value 15 million 0.22-micron
Vanta LT Low Cost 15 million 0.22-micron
NVIDIA Quadro Workstation GPU Family
Model Target Market Transistors Process Technolog
Quadro4 900 XGL High-End 3D 63 million 0.15-micron
Quadro4 750/700 XG Midrange 3D 63 million 0.1E5-micron
Quadro4 550/550 XGL Entry 3D 63 million 0.15-micron
Quadro4 400 NVS Professional 2D 63 million 0.15-micron
Quadro4 200 NV¢ Professional 2L 63 million 0.15-micron
Quadro DCC Digital Content Creation 57 million 0.15-micron
Quadro2 Pro Midrange 3D 25 million 0.18-micron
Quadro2 MXR/EX Entry 3D 19 million 0.1&-micron
Quadro2 Go Laptop Workstation 19 million 0.18-micron

NVIDIA nForce Platform Processor:
Model

Target Market

Transistors

Process Technolog

nForce 420 Mainstream 25/12 million 0.15-micron
nForce 22( Value 25/12 million 0.1E5-micron
nForce 415 Midrange/High-End 25/12 million 0.15-micron

Microsoft Xbox IGP and MCP

On March 5, 2000, we entered into an agreementMitinosoft in which we agreed, under certain teand conditions, to develop and
sell processors for use in the Xbox video game @en®©n February 14, 2001, we announced that ooxX®PU and Xbox media
communications processor were released to Taiwanceaductor Manufacturing Company, or TSMC, fortptgpe fabrication. These
processors are fabricated on a .15-micron proeessblogy and commercial shipment began in Jul 2B00April 2000, Microsoft paid us
$200.0 million under the agreement as an advanagi@stgprocessor purchases. This advance has bigentfiized due to purchases made by
Microsoft through the quarter ended April 28, 2@0@ Microsoft is currently paying in advance foogassor chipsets sold to it. Microsoft
submitted certain matters under the agreemennutiriy arbitration. See “Legal Proceedings”.

Sales and Marketing

Our worldwide sales and marketing strategy is apgaay of our objective to become the leading s@ppf performance 3D graphics
processors for PCs. Our sales and marketing teamsalosely with PC OEMs, system integrators, mdibard manufacturers, add-in board
manufacturers and industry trendsetters to defindyzct features, performance, price and timingeaf products. Members of our sales team
have a high level of technical expertise and prodad industry knowledge to support a competitive @omplex design win
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process. We also employ a highly skilled team g@liaption engineers to assist PC OEMs, system iategs, motherboard manufacturers and
add-in board manufacturers in designing, testirygualifying system designs that incorporate oodpcts. We believe that the depth and
quality of our design support are key to improviflg OEMSs, system integrators, motherboard manufastiand add-in board manufacturers
time-to-market, maintaining a high level of custarsatisfaction among PC OEMSs, system integratoatherboard manufacturers and add-in
board manufacturers and fostering relationshipseheourage customers to use the next generatioargfroducts.

In the 3D graphics market, the sales process iegobducating leading PC OEMs’, motherboard manurfext’ and add-in board
manufacturers’ graphics processor purchasing aewgiegarding our products, achieving key desigrs\aind supporting the product design
into high volume production. These design winsuimtinfluence the retail and system integrator clehthat is serviced by add-in board and
motherboard manufacturers. Our distribution strnaiedo work with a number of leading independeriteact equipment manufacturers, or
CEMSs, motherboard manufacturers, add-in board naawifers and stocking representatives that haséaeships with a broad range of
major PC OEMs and/or strong brand name recognitidhe retail channel. Currently, we sell a sigrafit majority of our graphics processors
directly to CEMs, motherboard manufacturers andiadibard manufacturers, which then sell boardé witr graphics processor to leading
OEMs, retail outlets and to a large number of systgegrators.

To encourage software title developers and puhissteedevelop 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 availablatmers prior to volume availability to encourage tlevelopment of software titles that
are optimized for our products.

Customers

A majority of our sales have been to a limited nemtif customers and sales are highly concentr&mles to Edom Technology Co.,
Ltd., accounted for 20%, sales to Micro-Star actedrfor 14% and sales to Atlantic Semiconductopanted for 10% of our total revenue
for fiscal 2002. Edom and Atlantic are independsatking representatives and Micro-Star is a CEM each purchase our products and
resell these products to PC OEMs. Although Edortaric and Micro-Star represent major customers.emal customers include Acer,
Apple, Compag, Dell, eMachines, Fujitsu-Siemenge@ay, HP, IBM, Micron, NEC, Packard Bell, SGI a&any.

Backlog

Our sales are primarily made pursuant to standarchase orders. The quantity of our products agtpalrchased by the customer as
well as shipment schedules are subject to revigimnaflect changes in the customers’ requiremantsmanufacturing availability. The
semiconductor industry is characterized by shed fgme orders and quick delivery schedules. Intlaf industry practice and experience, we
do not believe that backlog as of any particulde daindicative of future results.

Manufacturing

We have a “fabless” manufacturing strategy whengbyemploy world-class suppliers for all phaseshefrmanufacturing process,
including fabrication, assembly and testing. Thiategy leverages the expertise of industry-leadi@@-certified suppliers in such areas as
fabrication, assembly, quality control and assueaneliability and testing. In addition, we areetn avoid the significant costs and risks
associated with owning and operating manufactusipgrations. These suppliers are also responsiblgrécurement of most of the raw
materials used in the production of our productsaAesult, we can focus resources on product miesdglitional quality assurance, marketing
and customer support.



Our graphics processors are primarily fabricated 8)C and assembled and tested by Advanced SemictmdEngineering, ChipPA
Incorporated and Siliconware Precision Industriem@any Ltd. We receive semiconductor products foemsubcontractors, perform
incoming quality assurance and then ship them tbi§€Etocking representatives, motherboard andimddard manufacturer customers fr
our Santa Clara, California warehouse and thirdypaarehouses in Singapore and Hong Kong. Genethlyge manufacturers assemble and
test the boards based on our design kit and tesffagations, then ship the products to the retgistem integrator or OEM markets as
motherboard and add-in board solutions. Our hareaad software development teams work closely eéttification agencies, Microsoft
Windows Hardware Quality Labs and our OEM custonteensure that both our boards and software driaes certified for inclusion in the
OEMSs’ products.

Research and Development

We believe that the continued introduction of newl anhanced products designed to deliver leadingraphics performance and
features is essential to our future success. Gaareh and development strategy is to focus onurtemly developing multiple generations
graphics processors using independent design t€amnsesearch and development efforts are perfonmitinin specialized groups consisting
of software engineering, hardware engineering, lemge scale integration, or VLSI, design enginggrprocess engineering, and architecture
and algorithms. These groups act as a pipelingdedito allow the efficient simultaneous developnoémultiple generations of products.

A critical component of our product developmenbéffs our partnerships with leaders in the CADusity. We have invested significi
resources to develop relationships with industaglées, including Avant! Corporation, Cadence DeSlgstems, Inc., IKOS Systems, Inc. ¢
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 on a rapid basis tileeuieading-edge technology. We believe thisrapph assists us in meeting the new
design schedules of PC manufacturers.

We have substantially increased our engineeringeeithical resources and have 619 full-time emm@eysngaged in research and
development as of January 27, 2002, compared tedgBoyees as of January 28, 2001. During fiscaty/2002, 2001 and 2000, we incul
research and development expenditures of $1531Bmi$86.0 million and $46.9 million, respectively

Competition

The market for 3D graphics processors for PCstensely competitive and characterized by rapidrieldgical 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, pricgrajphics processors and total system costs ofrelddards or motherboards. We expect
competition to increase both from existing compesitand new market entrants with products that bealess costly than our 3D graphics
processors or may provide better performance dtieddl features not provided by our products.

Our primary source of competition is from comparfes provide or intend to provide 3D graphics siohs for the PC market. Our
competitors include the following:

 suppliers of graphics add-in boards that utilizgrtimternally developed graphics chips, such as Pachnologies Inc. and Matrox
Electronics Systems Ltc



» suppliers of integrated core logic chipsets thabiporate 2D and 3D graphics functionality as patheir existing solutions, such as
Intel, Silicon Integrated Systems and Via Techn@sginc.;

« suppliers of mobile graphics processors that inm@te 2D or 3D graphics functionality as part d@ittexisting solutions, such as ATI
Technologies, Trident Microsystems, Inc. and thetjeenture of a division of SONICblue Incorporageat Via Technologies; ar

» companies that have traditionally focused on tleégmsional market and provide high end 3D solutfon$Cs and workstations,
including 3Dlabs Inc. and ATI Technologie

If and to the extent we offer products outsidehaf 8D graphics processor market, we may face catimpetrom some of our existing
competitors as well as from companies with whichowaently do not compete. We cannot accuratelgiptéf we will compete successfully
in any new markets we may enter.

Patents and Proprietary Rights

We rely primarily on a combination of patents, #rathrks, trade secrets, employee and third-partdiaciosure agreements and
licensing arrangements to protect our intellecpwaperty. As of January 27, 2002, we owned 70 iddiigited States patents, 8 issued foreign
patents, and have 124 United States patent agphsapending and 10 foreign patent applicationgdpen Our issued patents have expiration
dates from September 4, 2007 to March 17, 201®fAanuary 27, 2002, our patents and pending pafiications related to technology
used by us in connection with our products, inalgddur graphics processors. Our pending patenicapipins and any future applications r
not be approved. In addition, any issued patenismoaprovide us with competitive advantages or inayhallenged by third parties. The
enforcement of patents by others may harm ourtahdiconduct our business. Others may indepengésitelop substantially equivalent
intellectual property or otherwise gain accessuotmde secrets or intellectual property. Oufailto effectively protect our intellectual
property could harm our business. We have licetsgthology from third parties for incorporationdar graphics processors, and expect to
continue to enter into license agreements for &ipupducts. These licenses may result in royalyyneats to third parties, the cross licensing
of technology by us or payment of other consideratif these arrangements are not concluded on ematly reasonable terms, our
business could suffer.

Employees

As of January 27, 2002 we had 1,123 employeespbtfom were engaged in research and developmen@h 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

We operate in a single industry segment:désign, development and marketing of 3D graphicsraadia communication processors
related software for PCs, workstations and digitabrtainment platforms. The information includediote 14 of the Notes to the
Consolidated Financial Statements is hereby incatpd by reference.

Management

The following sets forth certain information regiaglour executive officers, their ages and thesipons as of April 29, 2002:

Name Age Position

Jer-Hsun Huang 39 President, Chief Executive Officer and Direc
Jeffrey D. Fishe 43  Executive Vice President, Worldwide Sa
Mary Dotz 44  Chief Financial Office

Chris A. Malachowsk: 42  Vice President, Hardware Engineer
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Jen-Hsun Huango-founded NVIDIA in April 1993 and has served &sRresident, Chief Executive Officer and a mendfi¢he Board
of Directors since its inception. From 1985 to 19918. Huang was employed at LS| Logic Corporatiartomputer chip manufacturer, where
he held a variety of positions, most recently a®@bor of Coreware, the business unit responsile $1's “system-on-a-chipstrategy. Fron
1983 to 1985, Mr. Huang was a microprocessor desifym 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.

Jeffrey D. Fishehas been Executive Vice President, Worldwide Safl@$VIDIA since July 1994. He has 22 years of salad
marketing experience in the semiconductor indudtiy.Fisher holds a B.S.E.E. degree from Purduevéhsity and an M.B.A. degree from
Santa Clara University.

Mary Dotzwas appointed Chief Financial Officer in April 2002 an interim basis, after serving in senior fe@positions since joining
NVIDIA in October 2000, most recently as Corpor@entroller. From October 1998 to October 2000, Digtz served as a Divisic
Controller at Advanced Micro Devices, Inc. From 838 1998, Ms. Dotz served in various senior firapositions with Nissan Motor
Acceptance Corporation. Ms. Dotz holds a Bachel@aence degree in Business Administration wittbacentration in accounting from
Diego State University and an M.B.A. from the Uniity of Southern California.

Chris A. Malachowskgo-founded NVIDIA in April 1993 and has been ouc¥iPresident, Hardware Engineering since that tiream
1987 until April 1993, Mr. Malachowsky was a SenBiaff Engineer for Sun Microsystems, Inc., a sigopif enterprise network computing
products. From 1980 to 1986, Mr. Malachowsky wasaaufacturing design engineer at Hewlett-Packanah@my. Mr. Malachowsky was a
co-inventor of Sun Microsystems’ GX graphics arebitire and has authored 44 patents, most of whlakerto graphics. Mr. Malachowsky
holds a B.S.E.E. degree from the University of idlarand an M.S.C.S. degree from Santa Clara Urityers

ITEM 2. PROPERTIES

In April 2000, we entered into leases for our neadiquarters complex in Santa Clara, California. i@uw complex comprises four
buildings, representing approximately 500,000 tetplare feet. The first phase of two buildings &iimg of approximately 250,000 square
feet was completed in June 2001, and the secorgkpifaone building consisting of approximately 028, square feet was completed in July
2001. The last phase consisting of approximates;d@ square feet was completed in February 2002 Idases expire in 2012 and include
two sevenyear renewals at our option. Additionally, we lea5¢000 square feet in Santa Clara in one buildsgd as warehouse space, ul
a lease expiring in November of 2007. We also lsasee for three design centers: the first comgjsif approximately 25,000 square feet in
one building in Durham, North Carolina, under asske¢hat expires in December 2007; the second ¢omgsiE approximately 11,000 square
feet in one building in Beaverton, Oregon, undizage that expires in November 2004; and the tdurasisting of approximately 4,000 squ
feet in one building in Fort Collins, Colorado, @nd lease that expires in June 2004. In additi@lease design, sales and administrative
offices in Texas, Washington, Arizona, Massachas@gnnsylvania, South Carolina, France, Singafeaiigjan, Japan, Germany and the
United Kingdom to support our customers. We belignag we currently have sufficient facilities toncluct our operations for the next twelve
months, although we expect to lease additionalifi@si throughout the world as our business reguire

ITEM 3. LEGAL PROCEEDINGS

On May 19, 2000, we filed suit against Graphiquedridk, Inc. and Systemes Electroniques Matrox (ddllectively “Matrox”) in Sante
Clara County Superior Court alleging that Matroaforts to prevent its current and former employfees pursuing employment
opportunities with us constitute interference witbspective economic advantage and unfair competi®ur suit sought, among other thir
unspecified monetary



damages, a declaration that Matrox’s confidenyiaitd/or non-competition agreements are unenfoteeatdler California law and a
declaration that its use of those agreements drat tdctics constitutes unfair competition. On N2&y 2000, the case was transferred to the
San Jose Division of the United States District €éar the Northern District of California. On Juté, 2000, Matrox filed an answer denying
our claims and a counterclaim alleging trade seunisappropriation, intentional interference witmtractual relations and unfair competition.
Matrox’s California suit seeks unspecified monetdaynages and injunctive relief. We filed an anstwehis counterclaim on July 7, 2000,
denying all of Matrox’s claims. Since then, thetjga have settled all of the pending litigation teet between them. Pursuant to that
settlement, this lawsuit has been dismissed wigjudice by both parties without payment of any nyoteeMatrox by us.

On February 19, 2002 an NVIDIA stockholder, Domi@iastaldo, on behalf of himself and purportedlypehalf of a class of our
stockholders, filed an action in the United Stdédesdtrict Court for the Northern District of Califoia, or the Northern District, against
NVIDIA and certain NVIDIA officers, alleging viol&ns of the federal securities laws arising oub@f announcement on February 14, 2
of an internal investigation of certain accountmgtters. As of April 30, 2002, approximately 13 g@mactions were filed in the Northern
District, along with three related derivative aosoagainst us, certain of our executive officenrgatiors and our independent auditors, KPMG
LLP, in California Superior Court and in Delawarbabcery Court, collectively the Actions. The Acsaallege claims in connection with
various alleged statements and omissions to thicpaid to the securities markets and seek dantagesher with interest and reimbursen
of costs and expenses of the litigation. The déxigaactions also seek disgorgement of allegedtsrivbm insider trading by officers and
directors. The Actions are in the preliminary s&dé¢o discovery has been conducted. We are obtigatendemnify our officers and directc
in connection with the Actions and have insuramgestich individuals, to the extent of the limitstioé applicable insurance policies and
subject to potential reservations of rights. Weimt to vigorously defend these Actions. We are ledimwever, to predict the ultimate
outcome of the Actions. There can be no assuraeceilvbe successful in defending the Actions ande are unsuccessful we may be
subject to significant damages. Even if we are ssgful, defending the Actions is likely to be exgiga and may divert management’s
attention from other business concerns and harnbasiness.

The SEC staff informed us in January 2002 thahdt boncerns relating to certain accounting mattedsthat the SEC along with the L
Attorney’s Office for the Northern District of Cédirnia had authorized a private investigation istieh matters. In accordance with the
suggestion and advice of the SEC staff, we launeheiew of these matters. On April 29, 2002, weaunced that the Audit Committee of
our Board of Directors had, with assistance froml#w firm of Cooley Godward LLP and forensic aodstfrom the firm of KPMG LLP,
concluded its review and determined that it wag@mate to restate our financial statements faedi 2000, 2001 and the first three quarters
of fiscal 2002. The Audit Committee has worked @ogeration with the SEC and has provided the SEB extensive information and the
conclusions of the review. Further actions by tB€®r other governmental or regulatory agenciek véspect to us or our personnel arising
out of the restatement of our financial statemenisther matters may take significant time, maykgensive and may divert management'’s
attention from other business concerns and harnbasiness.

We have been engaged with Microsoft in discussielaed to pricing and volumes of the Xbox chips#t to them by NVIDIA. These
discussions and our agreement with Microsoft coptatad use of a third party to resolve matters@mdpril 23, 2002 Microsoft submitted
the matter to binding arbitration. Microsoft haguested that the arbitration panel require thaswgply chipsets in whatever quantities are
ordered by Microsoft. Microsoft has also askeddamages for alleged violations of the agreementenqdested that the arbitration panel
reduce chipset prices paid by Microsoft. We dobaieve we have a requirements obligation to Micfband we plan to submit our position
to the arbitration panel shortly. For sales of Xt®x media communication processor, we have dedameenue in an amount equal to the
difference between the price being paid by Micrbsofl the price Microsoft claims it should be payifihis amount was approximately $1
million as of January 27, 2002, the end of ourdi2002. We expect that we will continue to defgests
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amount on future sales of this processor untilltggm of the matter. The arbitration will be cortied in New York by a panel under the r
of the American Arbitration Association.

There can be no assurance that we will prevatiénarbitration or continue to supply graphics atietoprocessors for the Xbox. If we
not prevail, we may (i) be compelled to deliver Xh@wocessors at reduced pricing, resulting in redugross margins, or a loss, on such
processors; (ii) be required to reduce productimhdelivery of other products in order to satishjigations to Microsoft; (iii) be required to
pay significant damages to Microsoft; or (iv) béjsat to other remedies that could have a matadeérse impact on our business. Even i
do prevail, there can be no assurance that ounéssiwill not be materially harmed.

We are subject to other legal proceedings, butevedl believe that the ultimateitcome of any of these proceedings will have aena
adverse effect on our financial position or ovet@hds in results of operations. However, if afauarable ruling were to occur in any
specific period, there exists the possibility ahaterial adverse impact on the results of operatajrihat period.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable.
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PART Il

ITEM5. MARKET FOR REGISTRANT'S COMMON STOCK AN D RELATED STOCKHOLDER
MATTERS

Our common stock is traded on the Nasdaq Natioraakbt under the symbol NVDA. Public trading of @ammon stock began on
January 22, 1999. Prior to that, there was no pubérket for our common stock. As of January 2D20ve had approximately 367

stockholders of record, not including those shhidd in street or nominee name.

The following table sets forth for the periods icatied the high and low sales price for our comntocksas quoted on the Nasdaq

National Market;

Year ended January 26, 2003

Second Quarter (through May 10, 20
First Quarte

Year ended January 27, 2002

Fourth Quarte
Third Quartel
Second Quarte
First Quarte

Year ended January 28, 2001

Fourth Quarte
Third Quartel
Second Quarte
First Quarte

DIVIDEND POLICY

High Low
$35.8¢ $31.5(
$67.9¢ $30.3i
$71.71 $42.0(
$49.31 $23.8¢
$49.61 $33.9(
$43.4¢ $21.57
$40.0C $13.7¢
$43.1F $26.2¢
$44.0C $18.8¢
$375( $ 8.7

We have never paid any cash dividends on our constomk and do not expect to pay cash dividendthfaforeseeable future.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data should bedrgaconjunction with our financial statements &mel notes thereto, and with ltem 7,
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations.” The constédatatement of operations data for
the years ended January 27, 2002, January 28,&@DJanuary 30, 2000 and the consolidated baldresd data as of January 27, 2002 and
January 28, 2001 have been derived from and shmautdad in conjunction with our audited financtatements and the notes thereto
included herein. The consolidated statement ofaijmers data for the year ended January 31, 1989ntinth ended January 31, 1998 and the
year ended December 31, 1997 is derived from alidibe@solidated financial statements and the nb&®to not included in this Annu
Report on Form 10-K. The balance sheet data asmfaiy 30, 2000, January 31, 1999, January 31, 488®ecember 31, 1997 is derived
from audited consolidated financial statementstaechotes thereto not included in this Annual ReparForm 10-K. All of this information
reflects the restatement.

Year Ended
Month Ended Year Ended
January 27, January 28, January 30, January 31, January 31, December 31
2002 2001 2000 1999 1998 1997
(in thousands, except per share data)
(As restated— (As restated—
See Note 2) See Note 2)
Statement of Operations Data
Revenue
Product $1,369,47. $ 735226: $ 374,50' $151,41: $ 11,42 $ 27,28(
Royalty — — — 6,822 1,911 1,791
Total revenue 1,369,47. 735,26 374,50! 158,23° 13,33: 29,07
Cost of revenu 850,23: 462,38! 232,66 109,74¢ 10,07: 21,24
Gross profit 519,23t 272,87¢ 141,84. 48,49 3,26( 7,827
Operating expense
Research and developm 153,92( 86,04" 46,91« 25,07: 1,121 7,10¢
Sales, general and
administrative 97,18¢ 58,691 36,31: 18,90z 64C 4,18:
Amortization of goodwill and purchased
intangible assel 12,68 — — — — —
Acquisition related charge 10,03( — — — — —
Discontinued use of proper 3,681 — — — — —
Total operating expens 277,50¢ 144,74 83,22¢ 43,97t 1,761 11,28¢
Operating income (los! 241,73: 128,13! 58,61’ 4,51¢ 1,49¢ (3,459
Interest and other income (expense),
net 11,017 16,67 1,75¢ (29 (18) (130
Income (loss) before income tax
expense 252,74¢ 144,80¢ 60,37 4,487 1,481 (3,589
Income tax expens 75,82¢ 46,33¢ 19,41 357 134 —
Net income (loss $ 176,92« $ 9846¢ $ 40,95¢ $ 4,13( $ 1,347 $ (3,589
] L] L] ] | ]
Basic net income (loss) per shi $ 124  $ g5 $ 34 % .07 $ .02 $ (.07)
] L] L] ] | ]
Diluted net income (loss) per sh: $ 1.0 % 62 % 28 % .04 $ .01 $ (.07)
I L] L] L] L] L]
Shares used in basic per share computatio 143,01! 130,99¢ 119,48 58,26( 56,56¢ 50,70¢
Shares used in diluted per share computatio 171,07- 159,29« 144,39: 109,57. 104,40( 50,70¢



January 31,

January 27, December 31,
2002 January 28, 2001 January 30, 2000 1999 1998 1997
(As restated — see (As restated —
Note 2) see Note 2)
Balance Sheet Data:
Cash, cash equivalents, and marketabl
securities $ 79137 $ 67427 % 61,56( $50257 $798 % 6,551
Total asset 1,503,17. 1,016,90: 203,08! 113,330 30,17: 25,03¢
Capital lease obligations, less current
portion 5,861 37¢ 962 1,99 1,75¢€ 1,891
Deferred revenu 70,19:¢ 200,00 — — — —
Long-term debi 300,00t 300,00( 50C — — —
Total stockholder equity 763,81¢ 407,10° 127,42: 64,20¢ 8,61( 6,897

(1) Reflects a two-folene stock split effected in September 2!
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis should bel imaconjunction with our consolidated financiatsiments and notes thereto.
Effective January 31, 1998, we changed our fisearyend financial reporting period to a 52- or 58ewyear ending on the last Sunday in
January. We elected not to restate the previoustiag periods ending December 31. As a resultfiteeand fourth quarters of fiscal 1999
(year ended January 31, 1999) are 12- and 14-wexébds, respectively, with the remaining quartamf 13-week periods. All four quarters
of fiscal 2000, 2001 and 2002 (year ended Januarg@02) are 13-week periods.

Restatement

We conducted a review of our accounting recordsfauaghcial statements in response to an inquirynftbe SEC. Based on the results of
the review, we restated the financial statemendsralated disclosures for the first three quartéifsscal year 2002 and for the fiscal years
2001 and 2000. All information, discussions and parisons in this Form 10-K reflect the restatement.

The following discussion should be read in conjiorctvith the accompanying restated January 28, 20@1January 30, 2000
consolidated financial statements as of and fothhee years ended January 27, 2002. For additioftamation on the restatement, refer to
Notes 2 and 15 to the Consolidated Financial Stees:

Overview

We design, develop and market graphics and medisemication processors and related software faquel computers, or PCs,
workstations and digital entertainment platforms JVovide an architecturally compatible “top-totbat” family of award-winning
performance 3D graphics processors and GPUs thtesstandard for performance, quality and featfwe a broad range of desktop PCs,
from professional workstations to low-cost PCs arabile PCs, from performance laptops to thin-agtitlinotebooks. Our 3D graphics
processors are used for a wide variety of apptioatiincluding games, digital image editing, busgproductivity, the Internet and industrial
design. Our graphics processors are designed aochéecturally compatible backward and forwardasstn generations, giving our original
equipment manufacturers, or OEMs, customers andiseid a low cost of ownership.

We have five major product brands: GeForce, nFdef;orce Go, Quadro and TNT2. The GeForce famfyagents our desktop GP!
We are recognized for developing the world’s fpgigrammable GPUs, the GeForce4 and GeForce3. €rerGe4 and GeForce3 GPUs are
designed to deliver the highest performance aneheatic-quality for interactive entertainment, dijimage editing and digital video
playback applications through the use of highlygpammable processing elements. The nForce and X&@xand MCP are the industry’s
first highly-integrated platform processors to irmarate a comprehensive set of multimedia capasiisuch as 2D, 3D, DVD, HDTV, Dolby
Digital audio playback and fast broadband and ngking communications. Our mobile product family,ialinconsists of the GeForce 4 and
GeForce2 Go GPUs, are designed to deliver desktghies performance and features for multiple lpmionfigurations from desktop
replacements to thin-and-lights. The Quadro famiflyworkstation GPUs consists of an extensive rasfggoducts for the high-end, mid-
range, entry level, multi-display 2D and digitahtent creation markets. The NVIDIA TNT2 family ofegphics processors delivers high
performance 3D and 2D graphics at affordable priceging them the graphics hardware of choice f@ide range of applications for both
consumer and commercial use. Our entire producilyffgorovides superior processing and rendering pate€ompetitive prices and is
architected to deliver the maximum performance findustry standards such as Microsoft’s Direct30 ARd SGI's OpenGL API on
Windows operating systems and Linux platforms.

Currently, all of our product sales and our arrameets with third-party manufacturers provide facimg and payment in U.S. dollars.
We have not engaged in any foreign currency hedadtigities, although we may do so in the futuriecs the PC market is our core busin
our business would suffer if for any reason oupfies processors do not achieve widespread acapianhe PC market.
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A majority of our sales have been to a limited nemif customers and sales are highly concentréitledsell graphics processors to add-
in board and motherboard manufacturers, primarBsteK, and CEMs including Celestica, Mitac, Mi@tar, SCI and VisionTek. These
manufacturers incorporate our processors in thedsdaey sell to PC OEMs, retail outlets and systartegrators. The average selling prices
for our products, as well as our customers’ prosluciry by distribution channel. Our three largesttomers accounted for approximately
44% of revenues for fiscal 2002. Sales to Edom aaieam for 20%, sales to Micro-Star accounted féBhd sales to Atlantic accounted for
10% of our total revenue for fiscal 2002. For fis2@01, sales to Edom accounted for 25% and sal€ekestica accounted for 11% of total
revenue. For fiscal 2000, sales to Creative aceaufar 17%, sales to Edom and sales to Diamondgelmtch accounted for 15% and sales to
ASUSteK accounted for 10% of total revenue. AltHouge have major customers, our end customers iachegr, Apple, Compag, Dell,
eMachines, Fujitsu-Siemens, Gateway, HP, IBM, MicfdEC, Packard Bell, SGI and Sony.

As markets for our 3D graphics processors devehgpcampetition increases, we anticipate that prolifieccycles in the high end will
remain short and average selling prices will cargito decline. In particular, average selling griaad gross margins are expected to decline
as each product matures. Our add-in board and mathel manufacturers and major OEM customers tiipicaroduce new system
configurations as often as twice per year for tigh lend, typically based on spring and fall desigales. In order to maintain average selling
prices and gross margins, our existing and newymtsdmust achieve competitive performance levelstdesigned into new system
configurations and must be produced at low costsufficient volumes and on a timely basis, esplyorgth respect to our new products. We
currently utilize Taiwan Semiconductor Manufactgri@ompany, or TSMC, to produce semiconductor wadaswe utilize independent
contractors to perform assembly, testing and paolag

Substantially all of our sales are made on theshafgpurchase 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 resourcesatbarm our business. In addition, cancellationefedal of product orders could result in
our holding excess inventory, which could harm pafit margins and restrict our ability to fund optons. We may build memory and
component inventories during periods of anticipagemvth and in connection with selling workstatiomards directly to major OEMs. We
could be subject to excess or obsolete inventamnesbe required to take corresponding write-dowgsowth slows or if we incorrectly
forecast product demand. A reduction in demandccoabatively impact our gross margins and finan@aults. Product returns or delays or
difficulties in collecting accounts receivable aduésult in significant charges against income cwldould harm our business.

Critical Accounting Policies and Estimates

Management’s discussion and analysis of finan@ati@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 makeatsts and judgments that affect the reported amairassets, liabilities, revenues and
expenses, and related disclosure of contingentsaaed liabilities. On an on-going basis, we evi@waur estimates, including those related to
customer programs, revenue recognition, salesngtatlowance for doubtful accounts, inventoriasestments, intangible assets, income
taxes, financing operations and contingencies. @#e lour estimates on historical experience andadous other assumptions that are
believed to be reasonable under the circumstatioesesults of which form the basis for making jomgts about the carrying values of as
and liabilities that are not readily apparent frother sources. We have a relatively short operdtisigry on which to base judgments and
actual results may differ from these estimates uddierent assumptions or conditions.

We believe the following critical accounting poésiaffect our more significant judgments and edaésiased in the preparation of
consolidated financial statements.
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Revenue Recognition

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. Our policy on sales to distributors dadking representatives is to defer
recognition of sales and related cost of saled thatidistributors and representatives resell tioglpct. We record estimated reductions to
revenue for customer programs at the time revemuecognized. If market conditions decline, we r@ke actions to increase customer
incentive offerings possibly resulting in an inceamtal reduction of revenue at the time the incenisvoffered. We also record a reduction to
revenue for estimated product returns at the temenue is recognized based on historical retussrand analysis.

For all sales, we use a binding purchase ordeiraoértain cases we use a contractual agreemevidance of an arrangement. We
consider delivery to occur upon shipment provided &nd risk of loss have passed to the custoAtehe point of sale, we assess whethe
arrangement fee is fixed and determinable and velnethllection is reasonably assured. If we deteentfirat collection of a fee is not
reasonably assured, we defer the fee and recogrveraue at the time collection becomes reasonaisiyrad, which is generally upon receipt
of cash.

Allowance for Doubtful Accounts

We maintain allowances for doubtful accounts fainested losses resulting from the inability of @ustomers to make required
payments. Our reserve consists of an amount idethtiér specific customers and an amount basedrerath estimated exposure. If the
financial condition of our customers were to detexie, resulting in an impairment of their abilibymake payments, additional allowances
may be required which could adversely affect owgrafing results.

Inventory

We write down our inventory for estimated lowercost or market, obsolescence or unmarketable ioweeual to the difference
between the cost of inventory and the estimatedetaalue based upon assumptions about future daracthmarket conditions. If actual
market conditions are less favorable than thosgied by management, additional inventory write#ds may be required which could
adversely affect our operating results. If actuatkat conditions are more favorable, we will haighbr gross margins when products are
sold.

Tax Valuation Allowance

We record a valuation allowance to reduce defelarassets to the amount that is more likely thartanbe realized. While we have
considered future taxable income and ongoing prugied feasible tax planning strategies in asseshimgeed for the valuation allowance, in
the event we were to determine that we would be tbtealize deferred tax assets in the futurxdaess of net recorded amount, an
adjustment to the net deferred tax asset wouleas® net income in the period such determinatiemade. Likewise, should we determine
that we would not be able to realize all or pamef deferred tax asset in the future, an adjusttoeine deferred tax asset would be charg
income in the period such determination was made.
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Results of Operations

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

Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000
(As restatec (As restatec
—see Note 2 —see Note 2
Revenue 100.(% 100.(% 100.(%
Cost of revenu 62.1 62.¢ 62.1
Gross profit 37.¢ 37.1 37.¢
Operating expense
Research and developm 11.2 11.7 12.t
Sales, general and administrat 7.1 8.C 9.7
Amortization of goodwill and purchased intangibsets 0.6 — —
Acquisition related charge 0.7 — —
Discontinued use of proper 0.2 — —
Total operating expens 20.2 19.7 22.2
Operating incom: 17.7 17.4 15.7
Interest and other income, r 0.8 2.3 0.5
Income before income tax exper 18.t 19.7 16.2
Income tax expens 5.8 6.3 5.2
Net income 13.(% 13.%% 11.(%
] | |

Fiscal Years Ended January 27, 2002, January 2812and January 30, 2000
Revenue

Revenue was $1.37 billion in fiscal 2002, $735.8iami in fiscal 2001, and $374.5 million in fiscaD00. Product revenues increased by
86% from fiscal 2001 to 2002, and 96% from fisdad@ to 2001. The growth was primarily the resulingieased sales of our graphics
processors driven by the strong demand for ourymisdn the PC, workstation and mobile laptop merked the introduction of our graphics
processors into the game console market. Revenaedales outside of the United States accounte82fdr and 89% of total revenue for
fiscal 2002 and 2001, respectively. Geographicssate based on bill-to address and this decreaseémue from sales outside of the United
States is primarily attributable to sales of thapipics and media communication processors usdudilicrosoft Xbox product billed to
Microsoft in the United States. Revenue by geogigbinegion is allocated to individual countriesbd on the location to which the products
are initially billed even if the foreign CEMs’ aradid-in board and motherboard manufactuneréenue is attributable to end customers loc
in the United States. Although we achieved substhgitowth in product revenue from fiscal 2001 @02 and fiscal 2000 to 2001, we do not
expect to sustain this rate of growth in futureiges. In addition, we expect that the averagerggliirices of our products will decline over
lives of the products. The declines in averagergppirices of 3D graphics processors in general atzglerate as the market continues to
develop and competition increases.

Gross Profit

Gross profit consists of total revenue, net ofvailaces, less cost of revenue. Cost of revenuestsnmimarily of the cost of
semiconductors purchased from contract manufactirecluding assembly, testing and packaging), rfeturing support costs (including
labor and overhead associated with such purchdses)test yield fallout, inventory provisions astipping costs. Our gross profit margin
can vary in any period
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depending on the mix of types of graphics processold. Our gross profit margins were 37.9%, 37alfb 37.9% in fiscal 2002, 2001 and
2000, respectively. Gross profit increased 90% ffigigal 2001 to fiscal 2002 due to an increasenih shipments and the favorable impact of
the higher margin GeForce graphics processorsappioffset by increased sales of the lower maigiox graphics and media
communication processors. Gross profit increaséd B2m fiscal 2000 to 2001, primarily due to sigedéint increases in unit shipments and
the favorable impact of the higher margin GeFomaphics processors, partially offset by decliningfip margins in our older product
families. Although we achieved substantial growtlyioss profit in fiscal 2002, 2001 and 2000, wendbexpect to sustain these rates of
growth in future periods.

Operating Expenses

Research and Development Research and development expenses consalanies and benefits, cost of development tools and
software, cost of new product prototypes and cdastitosts. Research and development expenseasedréy $67.9 million, or 79%, from
fiscal 2001 to 2002 primarily due to a $31.9 millimcrease related to additional personnel, indgdiertain employees hired from 3dfx in
connection with our acquisition of certain of thessets as discussed below, a $13.5 million inerassociated with lab equipment, software
licenses, maintenance fees and depreciation cha@dsl.7 million increase related to engineeriogito develop our next generation
products, and a $10.8 million increase in fac#it@®sts due to the move into our new headquantetether expenses during the year.
Research and development expenses increased Hyrildon, or 83%, from fiscal 2000 to 2001, primigdue to the addition of personnel
and related engineering costs to support our nexéigtion products, such as depreciation chargesred on capital expenditures and
software license and maintenance fees.

We anticipate that we will continue to devote sahtal resources to research and development, aerekpect these expenses to incre
in absolute dollars in the foreseeable future dute increased complexity and the greater numbgroolucts under development. Research
and development expenses are likely to fluctuate fiime to time to the extent we make periodicéneental investments in research and
development and these investments may be indepeoflear level of revenues.

Sales, General and Administrative Sales, general and administrative expensesistgrimarily of salaries, commissions and bonuses
promotional tradeshow and advertising expensegltemd entertainment expenses and legal and atioguexpenses. Sales, general and
administrative expenses increased $38.5 milliol5686, from fiscal 2001 to 2002 primarily due to21$ million increase related to
additional personnel and commissions, a $6.2 milli@rease in tradeshow and product launch castsa#10.8 million increase in facilities
costs due to the move into our new headquarter®tnadl increases associated with general admitiistractivities, American Red Cross
donation associated with the events of Septembe201, and travel and entertainment expensess, 3gaeral and administrative expenses
increased by $22.4 million, or 62%, from fiscal 2a6 2001, primarily due to costs associated wattiittonal personnel, commissions on
sales of the NVIDIA TNT2 and GeForce families ofghic processors and bonuses.

We expect sales and marketing expenses to corttnnerease in absolute dollars as we continuepaied our operations and our sales.
General and administrative expenses are also ltkalycrease in absolute dollars as we continwexpand our operations and to be affected
by legal and accounting expenses incurred in cdimrewith our recent internal accounting review.

Discontinued Use of Property

Discontinued use of property consists of write-aff$3.7 million relating to our previous officeae in Santa Clara, California. Since
we relocated in June 2001, we have been unabkctoe a subtenant for our previous office spacetaltiee decrease in demand for
commercial rental space in Silicon Valley. The exilffs consist of all remaining costs related #® pireexisting lease, including rental
payments, capitalized leasehold improvements, amdtéire and fixtures.
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Amortization of Goodwill and Purchased Intangibles&ets

Amortization of goodwill and purchased intangib$sets consist primarily of goodwill and intangibksets from the asset purchase from
3dfx. The initial allocation of the purchase pnigas (a) $3.0 million to workforce in place, amaetizover two years; (b) $11.3 million to
patents and trademarks, amortized over five yeead;(c) $57.4 million to goodwill, amortized ovérd years. Additional consideration is
potentially payable to 3dfx, subject to 3dfx safiisfy certain conditions.

In accordance with Statement of Financial Accoupfitandards No. (“SFAS”) 142, “Goodwill and Othetangible Assets,” amounts
allocated to workforce will be reclassified intoagtwill and all goodwill will no longer be amortizdxabginning fiscal year 2003. These assets
will be assessed for impairment at least on an anvasis.

Acquisition Related Charges

Acquisition related charges are attributable toemges related to the acquisition of assets of Jdfgse charges primarily consisted of
bonuses for former 3dfx employees.

Interest and Other Income (Expense), Net

Interest income primarily consists of interest ed@ron cash, cash equivalents and marketable desultiiterest expense primarily
consists of interest incurred as a result of chjgtese obligations and interest on our convertitdbt. Interest income increased $6.4 million
from fiscal 2001 to 2002 due to higher average tmdhnces as a result of a $200.0 million advaeaceived from Microsoft in connection
with our agreement with Microsoft and the receifp$887.4 million from our 4%96onvertible subordinated note and common stockiafis,
which both closed in October 2000. Interest expémz@ased in fiscal 2002 compared to fiscal 2004 t the issuance of $300.0 million of
4%,% convertible subordinated notes in October 2000.

Income Taxes

We had income tax expense of $75.8 million, $46I8an and $19.4 million in fiscal 2002, 2001 an@(D respectively. Income taxes as
a percentage of pretax income were 30.0% in fd8aR, 32.0% in fiscal 2001 and 32.2% in fiscal 200e decrease in the effective tax rate
was primarily due to increased foreign income, Wwhictaxed at rates lower than the statutory riatéise United States.

Amortization of Stock-Based Compensation

With respect to stock options granted to employeesiecorded deferred compensation of $4.3 miilio£997 and $361,000 in the one
month ended January 31, 1998. These amounts wanizead over the vesting period of the individuptions, generally four years. We
amortized approximately $6,000 in fiscal 2002, $002 in fiscal 2001 and $662,000 in fiscal 2000tdbed compensation was fully
amortized in fiscal 2002.

Liquidity and Capital Resources

As of January 27, 2002, we had $791.4 million islga&ash equivalents and marketable securitieisicamase of $117.1 million from the
end of fiscal 2001. We historically have held oaslt balances in cash or cash equivalents, suclomsyrmarket funds. In August 2001, we
began to invest in marketable securities. Our pbotbf cash equivalents and marketable secuiigi@sanaged by several financial
institutions. Our investment policy requires theghase of top-tier investment grade securitiesdthersification of asset type and limits on
our portfolio duration.

20



Operating activities generated cash of $160.8 omI$267.9 million and $15.9 million during fis@002, 2001 and 2000, respectively.
The $267.9 million in fiscal 2001 includes the $ZDMMillion advance from Microsoft. The decreasarfriiscal 2001 to fiscal 2002 was due to
the draw down of the $200.0 million advance frontidsoft, offset by the increase in net income amhges in operating assets and
liabilities. Income tax benefit derived from thdfdience between the exercise price and the fhirevaf acquired stock in association with
employees’ exercise of stock options totaled $&&@lfon in fiscal 2002 compared to $63.2 millionfiscal 2001. The increase from fiscal
2000 to fiscal 2001 was due to a substantial irséanet income, offset by changes in operatisgtasand liabilities. Our accounts
receivable are highly concentrated. At Januar2R02, Micro-Star and Edom accounted for approxiigaté% and 14% of accounts
receivable, respectively. We may be required tdensff bad debts in the future, which could harm lousiness.

Our investing activities have consisted primarifyhe purchase of certain assets from various legsis, investments in marketable
securities, and purchases of property and equiparghteasehold improvements for our new facilitye Wcurred acquisition costs of $64.1
million during fiscal 2002, primarily due to purdeof assets from 3dfx. There were no significasefpurchase transactions in the prior
years. We purchased marketable securities totafpgoximately $472.9 million during fiscal 2002. \iieurred $97.0 million, $36.3 millio
and $11.6 million in capital expenditures in fis2@D2, 2001 and 2000, respectively, primarily htttable to our new facility as well as for
purchases of computer and emulation equipmentgpatiincreased research and development. We egapital expenditures to increase as
we further expand research and development inidatand as our employee base grows. The timinguarodint of future capital expenditures
will depend primarily on our future growth. We exp#o spend approximately $70.0 million to $80.0lion for capital expenditures in fiscal
2003, primarily for software licenses, emulatiomigenent, purchase of computer and engineering watikes, future phases of our enterp
resource planning system implementation, and tesmashieasehold improvements in our new headqudgeitity. In addition, we may
continue to use cash in connection with the actioisof businesses or assets.

In April 2000, we entered into leases for our na@adiquarters complex in Santa Clara, California. i@ complex comprises four
buildings, representing approximately 500,000 tetplare feet. The first phase of two buildings iimgy of approximately 250,000 square
feet was completed in June 2001, and the secorgkpifaone building consisting of approximately 028 square feet was completed in July
2001. Restricted cash deposits of $17.5 millioneweteased upon completion of the first and se@irades. The last phase consisting of
approximately 125,000 square feet was completégbruary 2002. The $7.0 million in restricted cealating to letters of credit in place for
the developer of the new facility is expected tadleased in May 2002. The leases expire in 2082razlude two seven-year renewals at our
option. The future minimum lease payments undesdluperating leases total approximately $224.3anitbver the terms of the leases.

Financing activities provided cash of $99.1 milliduring fiscal 2002 compared to $405.6 millioniscal 2001 and $7.0 million in fiscal
2000. On March 5, 2000, we entered into an agreemiém Microsoft in which we agreed, under cert@nms and conditions, to develop and
sell processors for use in the Xbox video game aens April 2000, Microsoft paid us $200.0 milliaunder the agreement as an advance
against processor purchases. This advance haglgemilized due to purchases made by Microsbfbtugh the quarter ended April 28, 2(
and Microsoft is currently paying in advance foogessor chipsets sold to it. We have been engaikedJicrosoft in discussions related to
pricing and volumes of the Xbox chipset sold tathgy NVIDIA. These discussions and our agreemettt Wiicrosoft contemplated use of a
third party to resolve matters and on April 23, 200icrosoft submitted the matter to binding arhitva. Microsoft has requested that the
arbitration panel require that we supply chipseta/atever quantities are ordered by Microsoft.leoft has also asked for damages for
alleged violations of the agreement and requesigikihe arbitration panel reduce chipset priced bgiMicrosoft. We do not believe we have
a requirements obligation to Microsoft and we glausubmit our position to the arbitration panelrsigoFor sales of the Xbox media
communication processor, we have deferred revanaa amount equal to the difference between thoe fr¢ing paid by Microsoft and the
price Microsoft claims it should be paying. Thisamt was approximately $13.2 million as of Januity2002, the end of our fiscal 2002.
We expect that we will continue to defer such antamfuture sales of this processor until resolutib the matter.
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Common Stock and Convertible Subordinated Notei@dfe

In October 2000, we sold 2,800,000 shares of oomeon stock and $300.0 million of convertible sutiatied notes due October 15,
2007 in a public offering. Proceeds from the ofigrivere approximately $387.4 million after dedugtimderwriting discounts, commissions
and offering expenses. Issuance costs relatectoftbring are being amortized to interest expamsa straight-line basis over the term of the
notes. Interest on the convertible subordinatedsatcrues at the rate of44 % per annum and is payable semiannually in ar@arspril
15 and October 15 of each year, commencing ApriRDB1. The convertible subordinated notes arearadéle at our option on or after
October 20, 2003. The notes are convertible apghien of the holder at any time prior to the clo$dusiness on the maturity date, unless
previously redeemed or repurchased, into sharesmfmon stock at a conversion price of $46.36 parestsubject to adjustment in certain
circumstances.

3dfx Asset Purchase

On April 18, 2001, we completed the purchase diagerassets of 3dfx, including patents and patpplieations. Under the terms of the
Asset Purchase Agreement, the cash considerat®atdhe closing was $70.0 million, less $15.0iomilthat was loaned to 3dfx pursuant
Credit Agreement dated December 15, 2000, betwsema 3dfx. Pursuant to the Asset Purchase Agraefodowing the closing, we are to
pay 3dfx additional consideration in the form afcit equal to two million shares of NVIDIA commorosk, subject to 3dfx satisfying certain
conditions. If the debts and liabilities of 3dfxnclhe satisfied for less than $25.0 million andéo@dance with the provisions as set forth in
the agreement, under some circumstances, 3dfx cecddve a post-closing advance from us of up @Gillion and this advance would
reduce the number of shares of NVIDIA common stoatentially payable to 3dfx by up to one milliorasés. In the event 3dfx cannot sat
all of its obligations for $25.0 million, NVIDIA vif not be obligated to pay any additional consitiera At this time, 3dfx has not satisfied
terms and conditions necessary to receive anyragenit consideration. Consequently, due to the pitisgiof contingent consideration, the
components of the final purchase price could diffem those presented in Note 3 of the Notes tosGlislated Financial Statements. The
transaction is accounted for under the purchashadeif accounting. As a result, this purchase @ratien has impacted our working capite
fiscal year 2002 and may have further impact ifatditional conditions are met by 3dfx.

Contractual Cash Obligations

The following summarizes our contractual obligai@nd commercial commitments as of January 27, 2882he effect such
obligations are expected to have on our liquiditg aash flow in future periods:

Contractual Cash Obligations Total 1 Year 2-3 Years 4-5 Years After 5 Years

(in thousands)

Interest on note obligation ( $ 8193t $ 1425( $28,50C $28500C $ 10,68t
3dfx pos-closing advance (Z 25,00( 25,00( — — —
Interest on capital lease obligatic 1,11¢ 70C 41¢€ — —
Operating lease 234,79 20,772 43,48¢ 44,86¢ 125,67:
Purchase obligations (: 540,95( 540,95( — — —
Royalty and maintenance commitme 3,36¢ 1,50¢ 1,60¢ 25C —
Other long term obligatior 97t 32t 65C — —
Total contractual cash obligatio $ 888,14t $60350¢ $74,66: $73,61¢ $ 136,36:

] ] | ] .|

(1) Our convertible subordinated notes due 2007 possésed interest rate of 4%:%. The amount of irkeabligation assumes that the notes
are held until maturity and not redeemed or comekitito
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shares of common stock at an earlier date. Theastibie subordinated notes are redeemable at dioropn or after October 20, 2003.
The notes are convertible at the option of the éxoid any time prior to the close of business emtlaturity date. As such, actual future
cash obligations may be significantly low
(2) If the debts and liabilities of 3dfx cannot be sfi¢id, under some circumstances, 3dfx could receipest-closing advance from us of up
to $25.0 million and this advance would reducertmber of shares of common stock potentially pay#&bBdfx by up to one million
shares
(3) Represents our noncancelable inventory purchasendaments at January 27, 20

Operating Capital and Capital Expenditure Requiremse

We believe that our existing cash balances andipated cash flows from operations, will be su#fitito meet our operating and capital
requirements for at least the next 12 months. Hewetere is no assurance that we will not needis® additional equity or debt financing
within this time frame. Additional financing may troe available on favorable terms or at all and mmylilutive 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 equipmanthases or research and development expenditunés) could harm our business. Factors
which could affect our cash used or generated fsperations and as a result, our need to seek adalitborrowings or capital include:

» decreased demand and market acceptance for ourgtsaghd/or our customensroducts
« inability to successfully develop and produce ifunee our nexigeneration product

e competitive pressures resulting in lower than etgubaverage selling prices; ¢

« new product announcements or product introductigngur competitor:

For additional factors see “Business Risk—Our ofiegaesults are unpredictable and may fluctuatd,ibour operating results are
below the expectations of securities analysts westors our stock price could decline.”

Recent Accounting Pronouncements

Information regarding recent accounting pronounagsis set forth in Note 1 of the Notes to Consaikd Financial Statements under
the subheading “New Accounting Pronouncements,tivinformation is hereby incorporated by reference.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSUR ES ABOUT MARKET RISK
Interest Rate Risk

We invest in a variety of financial instrumentsnsisting principally of investments in commerciajper, money market funds and hig
liquid debt securities of corporations, municigabtand the U.S. Government and its agencies. Tihesstments are denominated in U.S.
dollars.

We account for our investment instruments in acaocg with SFAS No. 115, “Accounting for Certaindstments in Debt and Equity
Securities.” All of the cash equivalents and maakét securities are treated as “available-for-satefer SFAS No. 115. Investments in both
fixed rate and floating rate interest earning mstents carry a degree of interest rate risk. Fiatel securities may have their market value
adversely impacted due to a rise in interest ratbge floating rate securities may produce leg®ine than expected if interest rates fall. Due
in part to these factors, our future investmenbdine may fall short of expectations due to changéstéerest rates or we may suffer losses in
principal if forced to sell securities that declinemarket value due to changes in interest réieaever, we reduce our interest rate risk by
investing cash primarily in instruments with shaaturities. As of January 27, 2002, a sensitivitglgsis was performed on our floating and
fixed rate financial investments. Parallel shiftghe yield curve of both +/-50 basis points wotdsgult in
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changes in fair market values for these investmeindpproximately $2.8 million. However, because debt securities are classified as
available for sale, no gains or losses are recegnimless such securities are sold. The averageggderiods until maturity of our cash
equivalents and marketable securities were apprteiyn 10 and 591 days, respectively. The princgpabunts and related weighted-average
interest rates for our investment portfolio werd®2 million and 1.8% for cash equivalents, and&45nillion and 4.6% for marketable
securities as of January 27, 2002.

Our convertible subordinated notes due 2007 possfised interest rate of 4%.% and are not subjeatterest rate fluctuations.
Exchange Rate Risk

We consider our exposure to foreign exchange hattuations to be minimal. Currently, sales anduagements with third-party
manufacturers provide for pricing and payment i .\dollars, and therefore are not subject to exghaate fluctuations. To date, we have
engaged in any currency hedging activities, altthowg may do so in the future. Fluctuations in cucyeexchange rates could harm our
business in the future.

Business Risks

In addition to the risks discussed in “Businessd &Management’s Discussion and Analysis of FinanCiandition and Results of
Operations,” our business is subject to the rigitgath below.

Risks Related to Our Operations

Our operating results are unpredictable and maydtuate, and if our operating results are below thgpectations of securities
analysts or investors our stock price could decline

Many of our revenue components fluctuate and dfiedt to predict, and our operating expenseslargely independent of revenue in
any particular period. It is therefore difficultrfas to accurately forecast revenue and profitesses. As a result, it is possible that in some
quarters our operating results could be below ¥peetations of securities analysts or investorsclwvhould cause the trading price of our
common stock to decline, perhaps substantially baleeve that our quarterly and annual results @rafions will be affected by a variety of
factors that could harm our revenue, gross prafit i@esults of operations.

Factors that have affected our results of operatioithe past, and could affect our results of af@ns in the future, include the
following:

« demand and market acceptance for our products modi@ustomersproducts

« the successful development and volume productiaregfgeneration produci

< new product announcements or product introductignsur competitor:

 our ability to introduce new products in accordanitts OEM design requirements and design cy

» changes in the timing of product orders due to peeted delays in the introduction of our custompreducts
« fluctuations in the availability of manufacturingpacity or manufacturing yielc

« declines in spending by corporations and consunedaited to perceptions regarding an economic dawrntuthe U.S. and
international economie

« competitive pressures resulting in lower than etgubaverage selling prict
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» product rates of return in excess of that forechsteexpected due to quality isst

« the rescheduling or cancellation of customer or,

« the loss of a key customer or the termination strategic relationshi

+ seasonal fluctuations associated with the PC

« substantial disruption in our suppliegperations, either as a result of a natural disastgiipment failure, terrorism or other ca

» supply constraints for and changes in the cost®bther components incorporated into our custorpesslucts, including memory
devices;

« our ability to reduce the manufacturing costs af moducts

« legal and other costs related to defending inteleqroperty and other types of lawst

* bad debt writenffs;

* costs associated with the repair and replacemedefettive product

* unexpected inventory writdewns; an

« introductions of enabling technologies to keep paitk faster generations of processors and coets

Any one or more of the factors discussed abovedcprdvent us from achieving our expected futur@mere or net income.

Our operating expenses are relatively fixed, and evrder materials in advance of anticipated custonteymand. Therefore, we have
limited ability to reduce expenses quickly in rese to any revenue shortfalls.

Most of our operating expenses are relatively fixethe short term, and we may be unable to adjoshding sufficiently in a timely
manner to compensate for any unexpected salefahd@ubstantially all of our sales are made amlihsis of purchase orders rather than
long-term agreements. As a result, we may comradurces to the production of products without hgviceived advance purchase
commitments from customers. Any inability to setbgucts to which we have devoted significant resesicould harm our business. In
addition, cancellation or deferral of product osdeould result in our holding excess inventory,chihéould adversely affect our profit marg
and restrict our ability to fund operations. We niajyld memory and component inventories duringqasiof anticipated growth and in
connection with selling workstation boards dire¢tymajor OEMs. We could be subject to excess eplgbe inventories and be required to
take corresponding write-downs if growth slowsfoxé incorrectly forecast product demand. A redutin demand could negatively impact
our gross margins and financial results.

We may be required to reduce prices in responsertpetition or to pursue new market opportunitiesew competitors, technological
advances by existing competitors or other competithctors require us to invest significantly gezaesources than anticipated in research
and development or sales and marketing effortspasiness could suffer. Accordingly, we believea theriod-to-period comparisons of our
results of operations should not be relied upoaraimdication of future performance. In additidme results of any quarterly period are not
indicative of results to be expected for a fultéibyear.

We need to develop new products and to manage prbttansitions in order to succeed.

Our business depends to a significant extent orability to successfully develop new products fug 8D graphics market. Our add-in
board and motherboard manufacturers and major OiStmers typically introduce new system configoradias often as twice per year,
typically based on spring and fall design cycles.
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Accordingly, our existing products must have coritjvet performance levels or we must timely introduew products with such
performance characteristics in order to be includatkw system configurations. This requires thatde the following:

 anticipate the features and functionality that comers will deman

« incorporate those features and functionality immdpicts that meet the exacting design requirenwf®C OEMs, CEMs and add-in
board and motherboard manufactur

« price our products competitively; &
« introduce the products to the market within thdtéh window for PC OEMs and add-board and motherboard manufactul

As a result, we believe that significant expendituior research and development will continue toelyired in the future. The success
of new product introductions will depend on sevéaators, including the following:

» proper new product definitio

« timely completion and introduction of new produesijns

« the ability of TSMC and any additional thighrty manufacturers to effectively manufacture mew products in a timely mann
« the quality of any new produc

« differentiation of new products from those of oompetitors

« market acceptance of our products and our customperducts; an

availability of adequate quantity and configuratia various types of memory produ

Our strategy is to utilize the most advanced sendootor process technology appropriate for our petsland available from
commercial third-party foundries. Use of advancemtpsses has in the past resulted in initial ypettblems. New products that we introduce
may not incorporate the features and functionalégnanded by PC OEMs, add-in board and motherboamdifacturers and consumers of 3D
graphics. In addition, we may not successfully dgyer introduce new products in sufficient volunvéghin the appropriate time to meet
both the PC OEMSs’ design cycles and market dem&fedhave in the past experienced delays in the dpaednt of some new products. Our
failure to successfully develop, introduce or aghiearket acceptance for new 3D graphics productddvharm our business.

Ouir failure to identify new product opportunitiesraevelop new products could harm our business.

As markets for our 3D graphics processors devehgpcampetition increases, we anticipate that prolifigccycles at the high end will
remain short and average selling prices will cargito decline. In particular, we expect averagknggbrices and gross margins for our 3D
graphics processors to decline as each productresaénd as unit volume increases. As a result, i@eed to introduce new products and
enhancements to existing products to maintain d¢herarage selling prices and gross margins. Ireiofdr our 3D graphics processors to
achieve high volumes, leading PC OEMs and add-axdand motherboard manufacturers must select@@raphics processor for design
into their products, and then successfully comple¢edesigns of their products and sell them. We bgaunable to successfully identify new
product opportunities or to develop and bring tokatin a timely fashion any new products. In aiddit we cannot guarantee that any new
products we develop will be selected for design R€ OEMs’ and add-in board and motherboard matwias’ products, that any new
designs will be successfully completed or that aey products will be sold. As the complexity of guoducts and the manufacturing process
for products increases, there is an increasingthiaskwe will experience problems with the perfonoa of products and that there will be
delays in the development, introduction or volumipment of our products. We may experience diffieslrelated to the production of
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current or future products or other factors maygehe introduction or volume sale of new prodwetsdeveloped. In addition, we may be
unable to successfully manage the production ttiansiisks with respect to future products. Failtoechieve any of the foregoing with
respect to future products or product enhancenuentis result in rapidly declining average sellingeps, reduced margins, and reduced
demand for products or loss of market share. litiatd technologies developed by others may rende3D graphics products non-
competitive or obsolete or result in our holdingess inventory, any of which would harm our busines

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

Products as complex as those offered by us mayitodéfects or failures when introduced or when mewgions or enhancements to
existing products are released. We have in thedissbvered defects and incompatibilities with oustrs’hardware in certain of our produ
and may experience delays or lost revenue to doargcnew defects in the future. Errors in new piaid or releases after commencement of
commercial shipments could result in loss of masketre or failure to achieve market acceptance p@ucts 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 congis for costs to repair or replace the affectedipets in the field. These costs could be
significant and could adversely affect our busiress operating results. The production and distidinuof defective products could harm our
business.

Failure to achieve expected manufacturing yields fexisting and/or new products would reduce our geomargins.

Semiconductor manufacturing yields are a functiotilof product design, which is developed largstub, and process technology,
which typically is proprietary to the manufacturBmce low yields may result from either desigmprocess 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,
and resolution of yield problems would require ca@pion by and communication between us and thaufaaturer.

The risk of low yields is compounded by the offghtmcation of most of our manufacturers, increasimggeffort and time required to
identify, communicate and resolve manufacturinddyproblems. Because of our potentially limitedesxto wafer fabrication capacity from
our manufacturers, any decrease in manufacturigigsicould result in an increase in our per urst€and force us to allocate our available
product supply among our customers. This couldrg@ty harm customer relationships as well as nexeand gross profit. Our wafer
manufacturers may be unable to achieve or maiatairptable manufacturing yields in the future. @ability to achieve planned yields frc
our wafer manufacturers could harm our businessaMfeface the risk of product recalls or prodettims resulting from design or
manufacturing defects that are not discovered dutie manufacturing and testing process. In thatesfea significant number of product
returns due to a defect or recall, our businesficsuffer.

Failure to transition to new manufacturing processchnologies could affect our ability to competdesitively.

Our strategy is to utilize the most advanced preteshnology appropriate for our products and abéél from commercial third-party
foundries. Use of advanced processes may haveegrésk of initial yield problems. Manufacturinggmess technologies are subject to rapid
change and require significant expenditures foeassh and development. We continuously evaluateehefits of migrating to smaller
geometry process technologies in order to impraréopmance and reduce costs. We currently use itemprocess technology for the
GeForce4, Quadro4, GeForce3, Quadro DCC, Xbox &odce families of graphics processors, and we belikat the transition of our
products to increasingly smaller geometries wililbportant to our competitive
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position. We are currently evaluating and qualifiythe .13 micron process technology for producis éine estimated to begin commercial
shipment later in our fiscal 2003. Other compamebe industry have experienced difficulty in nating to new manufacturing processes
and, consequently, have suffered reduced yieldayslén product deliveries and increased expensddeWe may experience similar
difficulties and the corresponding negative effebsreover, we are dependent on our relationshifis eur third-party manufacturers to
migrate to smaller geometry processes successtiilymay be unable to migrate to new manufacturioggss technologies successfully or
on a timely basis.

We may be unable to manage our growth and, as ailiesnay be unable to successfully implement ouasegy.

Our rapid growth has placed, and is expected ttirmom to place, a significant strain on our manadeoperational and financial
resources. As of January 27, 2002, we had 1,123ogegs as compared to 796 employees as of Jan8aR0A1. We expect that the number
of our employees will increase substantially over next 12 months. Our future growth, if any, wiépend on our ability to continue to
implement and improve operational, financial anchagement information and control systems on a jirhakis, as well as our ability to
maintain effective cost controls. Further, we Wil required to manage multiple relationships wahaus customers and other third parties.
Our systems, procedures or controls may not beuadedo support our operations and our managemaytm unable to achieve the rapid
execution necessary to successfully implement wategy.

We are dependent on key personnel and the lossieé¢ employees could harm our business.

Our performance is substantially dependent on éropmance of our executive officers and key empésy None of our officers or
employees is bound by an employment agreements@uodr relationships with these officers and emgésyare at will. We do not have “key
person” life insurance policies on any of our emples. The loss of the services of any of our exeeaifficers, technical personnel or other
key employees, particularly Jétsun Huang, our President and Chief Executive @fffizvould harm our business. Our success will de o
our ability to identify, hire, train and retain hiy qualified technical and managerial personneir failure to attract and retain the necessary
technical and managerial personnel would harm asiness.

We are subject to risks associated with interna@boperations which may harm our business.

Our reliance on foreign third-party manufacturingsembly, testing and packaging operations suhjedis a number of risks associated
with conducting business outside of the Unitedetaincluding the following:

« unexpected changes in, or impositions of, legigatir regulatory requiremen

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

* longer payment cycle
« imposition of additional taxes and penalt

« the burdens of complying with a variety of foreigws; ani

other factors beyond our control, including tersorj which may delay the shipment of our prodi

We also are subject to general political risksdnreection with our international trade relationshilm addition, the laws of certain
foreign countries in which our products are or rhaymanufactured or sold, including various coustiieAsia, may not protect our products
or intellectual property rights to the same extetlo the laws of the United States. This makepdksibility of piracy of our technology and
products more likely.

Currently, all of our arrangements with thipdrty manufacturers provide for pricing and paynieid.S. dollars, and to date we have
engaged in any currency hedging activities, althowng may do so in the future. Fluctuations in cacyeexchange rates could harm our
business in the future.
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Failure in operation or future enhancement or impheentation of our enterprise resource planning systeould harm our operations

We are heavily dependent upon the proper functgoirour internal systems to conduct our businggstem failure or malfunction m:
result in disruptions of operations and inabiliyprrocess transactions. Our results of operatinddinancial position could be harmed if we
encounter unforeseen problems with respect to isysfeerations or future implementations.

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 contpiovisions that could make it more difficult fottard party to acquire a majority of
our outstanding voting stock. These provisionsudelthe following:

« the ability of the board of directors to create @wlie preferred stock without prior stockholdegrapal;

« the prohibition of stockholder action by writtennsent

a classified board of directors; ¢
» advance notice requirements for director nominatiamd stockholder proposi

On March 5, 2000, we entered into an agreementMitiosoft in which we agreed to develop and selpdpics chips and to license
certain technology to Microsoft and its licenseamsuse in a product under development by Microdofthe event that an individual or
corporation makes an offer to purchase shares ¢égjaalgreater than 30% of the outstanding sharesiocommon stock, Microsoft has first
and last rights of refusal to purchase the stoble frovision could also delay or prevent a changmntrol of our company.

We may not be able to realize the potential finaaladr strategic benefits of business acquisitionsdathat could hurt our ability to
grow our business and sell our products.

In the past we have acquired and invested in dihginesses that offered products, services andaddaiies that we believed would help
expand or enhance our products and services orelipgnd our distribution channels. For any previmusiture acquisition or investment, 1
following risks could impair our ability to grow obusiness and develop new products and, ultimatelyld impair our ability to sell our
products:

« difficulty in combining the technology, operatioosworkforce of the acquired busine
« disruption of our ongoing business

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

« difficulty in maintaining uniform standards, congpprocedures and policies;

« possible impairment of relationships with employaed customers as a result of any integration of Imgsinesses and management
personnel

In addition, the consideration for any future asiion could be paid in cash, shares of our comstook, or a combination of cash and
common stock. If the consideration is paid with common stock, existing stockholders would be frtiluted.

Risks Related to Our Partners
We are dependent on a small number of customers esdare subject to order and shipment uncertainties

We have only a limited number of customers andsales are highly concentrated. We primarily setlpmoducts to add-in board and
motherboard manufacturers and CEMs, which incotpayeaphics products in the boards they sell ta@OBBMs and system builders. Sales to
add-in board and motherboard manufacturers and CEMprimarily dependent on achieving design wiith Weading PC OEMSs. The
number of add-in board
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and motherboard manufacturers, CEMs and leadin@PHs is limited. We expect that a small numberdif-&n board and motherboard
manufacturers and CEMs directly, and a small nurob&C OEMs indirectly, will continue to account f@ substantial portion of our rever
for the foreseeable future. As a result, our bissr@uld be harmed by the loss of business frofDBRIs or add-in board and motherboard
manufacturers and CEMs. In addition, revenue frdaitia board and motherboard manufacturers, CEM<PEDEMSs that have directly or
indirectly accounted for significant revenue intgaariods, individually or as a group, may not @wné, or may not reach or exceed historical
levels in any future period.

Our business may be harmed by instability in Asia tb the concentration of customers who are ldcatdave substantial operations in
Asia, including Taiwan. The People’s Republic ofif@hand Taiwan have in the past experienced sttailations. A worsening of these
relationships or the development of hostilitiesh®n the two could result in disruptions in Taiveard possibly other areas of Asia, which
could harm our business. In addition, if relatibesween the U.S. and The People’s Republic of Chétame strained, our business could be
harmed. While we believe political instability irsi has not harmed our business, because of égamaelon companies with operations in
Asia, continued economic and political instabilityAsia might harm it.

We rely on third-party vendors to supply us toots the development of our new products and we mayubable to obtain the tools
necessary to develop these products.

In the design and development of new products aoduzt enhancements, we rely on third-party softvwelevelopment tools. While we
currently are not dependent on any one vendohi®stipply of these tools, some or all of thesestowy 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 complexttdieas and functionalities of our products. The glesequirements necessary to meet
consumer demands for more features and greatetidnatity from 3D graphics products in the futurayrexceed the capabilities of the
software development tools available to us. Ifgbetware development tools we use become unavaitatfail to produce designs that meet
consumer demands, our business could suffer.

We may not be successful in producing the processorvolumes required for Microsoft's Xbox and, avé successful we may not
achieve profit margins consistent with managemerg’spectations.

Our Xbox IGP and MCP are new and complicated piarss Both processors have increased in complarityfeatures from what was
contemplated at the time we entered into the ageeemith Microsoft. There can be no assurancewkeaivill be able to produce these
processors in the volume necessary and withingheired time frames or that the payments for tipeseessors will be consistent with profit
margins achieved on our other products. Finallgrgtcan be no assurance that the Xbox progranaghieve long term commercial success,
given the high level of competition in the game smle market. If any of these risks occur, our bestnmay be harmed.

We may not prevail in the arbitration with Microsbbver pricing of the Xbox chipset and even if we prevail, there is no assurance
that our business will not be materially harmed.

We have been engaged with Microsoft in discussielaed to pricing and volumes of the Xbox chip3éese discussions and our
agreement contemplated use of a third party tdwvesoatters and on April 23, 2002 Microsoft subadtthe matter to binding arbitration.
Microsoft has requested that the arbitration pagglire that we supply chipsets in whatever quiastdre ordered by Microsoft. Microsoft
has also asked for damages for alleged violatibtiseoagreement and requested that the arbitrptioel reduce chipset prices paid by
Microsoft. We do not believe we have a requiremebigyation to Microsoft and we plan to submit qasition to the arbitration panel
shortly. For sales of the Xbox media communicafiomcessor, we have deferred revenue in an amouat &gjthe difference between the
price being paid by Microsoft and the price Micrfisziaims it should be paying. This amount was agjmately $13.2 million as of January
27, 2002, the end of our fiscal
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2002. We expect that we will continue to defer sagtount on future sales of this processor untdltg®n of the matter. The arbitration will
be conducted in New York by a panel under the rofédke American Arbitration Association.

There can be no assurance that we will prevatiénarbitration or continue to supply graphics atietoprocessors for the Xbox. If we
not prevail, we may (i) be compelled to deliver Xh@wocessors at reduced pricing, resulting in redugross margins, or a loss, on such
processors; (ii) be required to reduce productimhdelivery of other products in order to satishjigations to Microsoft; (iii) be required to
pay significant damages to Microsoft; or (iv) béjsat to other remedies that could have a matadeérse impact on our business. Even i
do prevail, there can be no assurance that ounéssiwill not be materially harmed.

We depend on foreign foundries and independent cantors to manufacture our products and these thipdrties may not be able to
satisfy our manufacturing requirements, which woultarm our business.

We do not manufacture the semiconductor wafers fovenlir products and do not own or operate a wialetication facility. Our
products require wafers manufactured with statérefart fabrication equipment and techniques. Wiz@TSMC to produce our
semiconductor wafers and utilize independent cotdra to perform assembly, testing and packaging.dépend on these suppliers to allc
to us a portion of their manufacturing capacityfisiént to meet our needs, to produce productsoéptable quality and at acceptable
manufacturing yields, and to deliver those prodtmtss on a timely basis. These manufacturers reaynlable to meet our near-term or long-
term manufacturing requirements. We obtain manufawj services on a purchase order basis and TSAQb obligation to provide us with
any specified minimum quantities of product. TSMiBricates wafers for other companies, includingadeiof our competitors, and could
choose to prioritize capacity for other users duee or eliminate deliveries to us on short notBecause the lead-time needed to establish a
strategic relationship with a new manufacturingper could be several quarters, there is no readdylable alternative source of supply for
any specific product. We believe that long-term keiacceptance for our products will depend orabddi relationships with TSMC and any
other manufacturers used by us to ensure adequataqgt supply to respond to customer demand.

Because of our reliance on TSMC, our business redyaomed by political instability in Taiwan, incind the worsening of the strained
relations between The People’s Republic of ChirthEaiwan, or if relations between the U.S. and Pheple’s Republic of China are
strained due to foreign relations events. Furtheemany substantial disruption in our suppliersigtions, either as a result of a natural
disaster, political unrest, economic instabilityugoment failure or other cause, could harm ouinass.

We are dependent primarily on TSMC and we expetitérfuture to continue to be dependent upon thandy manufacturers to do the
following:

» produce wafers of acceptable quality and with atd#p manufacturing yielc
« deliver those wafers to us and our independent@syeand testing subcontractors on a timely basis
« allocate to us a portion of their manufacturingamafy sufficient to meet our nee

Our wafer requirements represent a significantiporf the total production capacity of TSMC. Altigh our products are designed
using TSMC'’s process design rules, TSMC may be lertabachieve or maintain acceptable yields oneelsufficient quantities of wafers on
a timely basis and/or at an acceptable cost. Aafthtly, TSMC may not continue to devote resourogbé production of our products, or to
advance the process design technologies on whichh#mufacturing of our products are based. Anyadliies like these would harm our
business.

We are dependent on third parties for assemblytitgsand packaging of our products.

Our graphics processors are assembled and testsifidpnware Precision Industries Company Ltd.,gBtAC Incorporated and
Advanced Semiconductor Engineering. We do not hawvg-term agreements with
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any of these subcontractors. As a result of oueddence on third-party subcontractors for assensying and packaging of our products,
we do not directly control product delivery schedubr product quality. Any product shortages ofiguassurance problems could increase
the costs of manufacture, assembly or testing opoaducts and could harm our business. Due tatheunt of time typically required to
qualify assemblers and testers, we could experisigeéficant delays in the shipment of our prodiittge are required to find alternative th
parties to assemble or test our products or comysnAny delays in delivery of our products coudttrh our business.

Risks Related to Our Competition
The 3D graphics industry is highly competitive amée may be unable to compete.

The market for 3D graphics processors for PCs iithvive compete is intensely competitive and is ati@rized by rapid technological
change, evolving industry standards and decliniregage selling prices. We believe that the prinapanpetitive factors in this market are
performance, breadth of product offerings, accessistomers and distribution channels, backwardsod software support, conformity to
industry standard APIs, manufacturing capabilitieg;e of graphics processors and total systensadstdd-in boards and motherboards. We
expect competition to increase both from existiompetitors and new market entrants with produastiy be less costly than our 3D
graphics processors, or may provide better perfoocmar additional features not provided by our pais. We may be unable to compete
successfully in the emerging PC graphics market.

Our primary source of competition is from comparifest provide or intend to provide 3D graphics tiohs for the PC market. Our
competitors include the following:

« suppliers of integrated core logic chipsets thabiporate 2D and 3D graphics functionality as pétheir existing solutions, such as
Intel, Silicon Integrated Systems and Via Techn@sginc. or Via,

« suppliers of graphics add-in boards that utilizgrtinternally developed graphics chips, such as Pachnologies Inc. and Matrox
Electronics Systems Ltc

« suppliers of mobile graphics processors that inm@te 2D or 3D graphics functionality as part d@ittexisting solutions, such as ATI
Technologies, Trident Microsystems, Inc. and thietjeenture of a division of SONICblue Incorporaigormerly S3 Incorporated)
and Via Technologies; ar

» companies that have traditionally focused on tleégmsional market and provide high end 3D solutfon$Cs and workstations,
including 3Dlabs and ATI Technologies It

If and to the extent we offer products outsidehaf 8D graphics processor market, we may face catimpetrom some of our existing
competitors as well as from companies with whichowaently do not compete. We cannot accuratelgiptéf we will compete successfully
in any new markets we may enter.

We may not successfully compete with Intel in timeigrated chipset market.

It is projected by analysts that integrated chipsee likely to become a majority share of the P&plyics market. We have recently
introduced and begun shipment of the nForce platfmrocessor, an integrated 3D graphics chipsetnHoece platform processor is initially
designed to support microprocessors produced by Altel is the dominant supplier of integrated dapahics chipsets and has commenced
production of an integrated chipset for its Pentdumicroprocessor. Intel has significantly greagsources than we do, and the nForce
platform processor, or other 3D graphics produwds we may introduce, may not compete effectivglgimst Intel’s current chipset products
or its future products, either in terms of priceperformance.

In addition, due to the widespread industry acaeggaf Intel's microprocessor architecture andrfatee architecture, including its
accelerated graphics port architecture, or AGR| kexercises significant influence over the PC stduand over companies developing
products for such architecture. Any significant
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modifications by Intel to the AGP, the microproa@ssr core logic components or other aspects oPBianicroprocessor architecture could
result in incompatibility with our technology, wiiavould harm our business. In addition, any detathe public release of information
relating to modifications like this could harm dausiness.

In addition to its influence over the PC architeetuntel has asserted intellectual property rightgarious PC architecture interfaces.
example, as a result of patents held by Intelad &sserted that companies wishing to developmsehtompatible with the Pentium 4
microprocessor or similar microprocessors obtdinemse from Intel. We believe that the principairpetitive factors in this market are
performance, breadth of product offerings, accessistomers and distribution channels, backwardsod software support, conformity to
industry standard APIs, manufacturing capabilitigg;e of graphics processors and total systensadsidd-in boards and motherboards. In
September 2001 Intel filed a patent infringemeiittagainst Via with respect to a Via chipset fog thentium 4. We do not have a license 1
Intel for such a chipset.

We expect Intel to continue to do the following:

« invest heavily in research and development androaidevelopment of integrated 3D graphics prod
e maintain its position as the largest manufactufé® microprocessol

« use its intellectual property position with respcthe PC microprocessor and architecture to defisrposition in 3D graphics,
including the filing of patent infringement suitgaanst competitors

« follow business practices in its PC business, whichbngly encourage use of Intel integrated chg;
« increasingly dominate the PC platform;
« promote its product offerings through advertisiaghpaigns designed to engender brand loyalty am@ngsiers

Our failure to achieve one or more design wins wddiarm our business.

Our future success will depend in large part orieathg design wins, which entails having our exigtand future products chosen as the
3D graphics processors for hardware componentsh@assemblies designed by PC OEMs and add-in boardhatherboard manufacturers.
Our add-in board and motherboard manufacturersveajdr OEM customers typically introduce new systemfigurations as often as twice
per year, generally based on spring and fall desygfes. Accordingly, our existing products mustdnaompetitive performance levels or we
must timely introduce new products with such perfance characteristics in order to be included im sggstem configurations. Our failure to
achieve one or more design wins would harm oumassi. The process of being qualified for inclusioa PC OEM’s product can be lengthy
and could cause us to miss a cycle in the demarddfisers for a particular product feature, whisle could harm our business.

Our ability to achieve design wins also dependsairt on our ability to identify and ensure comptiarwith evolving industry standards.
Unanticipated changes in industry standards cander our products incompatible with products deyetl by major hardware manufactu
and software developers, including Intel and MioftsThis would require us to invest significamh& and resources to redesign our products
to ensure compliance with relevant standards. ffppaducts are not in compliance with prevailindustry standards for a significant period
of time, our ability to achieve design wins couldfer.
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Risks Related to Financial and Market Conditions
We are dependent on the PC market and the slowdowits growth may have a negative impact on our mess.

During fiscal 2002, we derived most of our revefraen the sale of products for use in the desktopiket, from professional
workstations to low-cost PCs. We expect to contitauderive most of our revenue from the sale arlge of products for use in the desktop
PC market in the next several years. The PC mélataracterized by rapidly changing technologyphéng industry standards, frequent n
product introductions and significant price comiiati. These factors result in short product lifeleg and regular reductions of average
selling prices over the life of a specific produstreduction in sales of PCs, or a reduction inghewth rate of PC sales, could reduce den
for our products. Moreover, changes in demand cbaltarge and sudden. Since PC manufacturers lbofitiéchinventories during periods of
anticipated growth, they may be left with excesemtories if growth slows or if they have incortgdbrecast product transitions. In these
cases, PC manufacturers may abruptly suspend stibfiyaall purchases of additional inventory frauppliers like us until the excess
inventory has been absorbed. It is possible tleatebent slowing of the economy in the U.S. anerirdtional regions, which has negatively
impacted some PC manufacturers and led to sometieds in the demand for PCs, could lead to redustin inventory purchases by PC
manufacturers. Any reduction in the demand for B&serally, or for a particular product that incagtes our 3D graphic processors, could
harm our business.

The acceptance of next generation products in besa PC 3D graphics may not continue to develop.

Our success will depend in part upon the demangddiormance 3D graphics for business PC applicatibhe market for performance
3D graphics on business PCs has only recently begemerge and is dependent on the future developoficand substantial end-user and
OEM demand for, 3D graphics functionality. As auleshe market for business PC 3D graphics comgutiay not continue to develop or
may not grow at a rate sufficient to support owibess. The development of the market for perfoned@D graphics in business PCs will in
turn depend on the development and availability srge number of business PC software applicatiwaissupport or take advantage of
performance 3D graphics capabilities. Currentlgréhare only a limited number of software applmadilike this, most of which are games,
and a broader base of software applications madenxelop in the near term or at all. Consequeatlyroad market for full function
performance 3D graphics on business PCs may nela®vOur business prospects will suffer if the keafor business PC 3D graphics fails
to develop or develops more slowly than expected.

Our 3D graphics solution may not continue to be apted by the PC market.

Our success will depend in part upon continueddesoption of our 3D graphics processors for higliggmance 3D graphics in PC
applications. The market for 3D graphics proceshassbeen characterized by unpredictable and sm@etiapid shifts in the popularity of
products, often caused by the publication of coitipetindustry benchmark results, changes in dygaramndom memory devices pricing and
other changes in the total system cost of add-ardx) as well as by severe price competition anfildguent new technology and product
introductions. Only a small number of products haekieved broad market acceptance and such maxtegptance, if achieved, is difficult to
sustain due to intense competition. Since the Pf&keh& our core business, our business would sifffer any reason our current or future
3D graphics processors do not continue to achiedespread acceptance in the PC market. If we aablerio complete the timely
development of or successfully and cost-effectivenufacture and deliver products that meet theiregpents of the PC market, our
business would be harmed.

The semiconductor industry is cyclical in nature dran industry downturn could harm our business.
The semiconductor industry historically has beesratterized by the following factors:

« rapid technological chang

 cyclical market pattern
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significant average selling price erosi

fluctuating inventory level

alternating periods of overcapacity and capacityst@ints; an
« variations in manufacturing costs and yields agdificant expenditures for capital equipment anadpict developmer

In addition, the industry has experienced signiftaaconomic downturns at various times, charactdrizy diminished product demand
and accelerated erosion of average selling pritesmay experience substantial period-to-perioddiations in results of operations due to
general semiconductor industry conditions.

Our stock price may continue to experience signdfit short-term fluctuations.

The price of our common stock has fluctuated gyeathese price fluctuations have been rapid andrgevhe price of our common
stock may continue to fluctuate greatly in the fatdue to factors that are non-company specifich s$ the decline in the U.S. economy, or
due to a variety of company specific factors, idahg quarter to quarter variations in our operatiesults, shortfalls in revenue or earnings
from levels expected by securities analysts anather factors discussed above in these risk factorthe past, following periods of volatil
in the market price of a company’s stock, secugitiass action litigation has been initiated agaims issuing company. Since February 2002,
multiple securities class action lawsuits and sawvaerivative suits have been filed against us.@imect that this litigation, whether or not
resolved favorably, may result in substantial @st a diversion of managementttention and resources, which could harm owmees an
earnings. Any adverse determination in this liigiatcould also subject us to significant liabil#ieSee “Legal Proceedings” and Note 9 of the
Notes to Consolidated Financial Statements undesdibheadin“Litigation” for a description of this litigation.

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

For additional information regarding the sensitivaf and risks associated with the market valupastfolio investments and interest
rates, see ltem 7a “Quantitative and Qualitativec@isures About Market Risk—Interest Rate Risk.”

Risks Related to Intellectual Property, Litigationand Government Action

Our industry is characterized by vigorous protegtiand pursuit of intellectual property rights or itions that could result in
substantial costs to us.

The semiconductor industry is characterized by nage protection and pursuit of intellectual propeights and positions, which has
resulted in protracted and expensive litigatione BB graphics market in particular has been charaed recently by the aggressive pursuit
of intellectual property positions, and we expaat ompetitors to continue to pursue aggressial@dtual property positions. In addition,
from time to time we receive notices or are inctlidelegal actions alleging that we have infringgadents or other intellectual property rights
owned by third parties. We expect that, as the rrmobissued hardware and software patents incseasd as competition in our markets
intensifies, the volume of intellectual propertjringement claims may increase. If infringemenfiroare made against us, we may seek
licenses under the claimants’ patents or othellé@ttial property rights. However, licenses may bbeffered at all or on terms acceptable to
us, particularly by competitors. The failure toaihta license from a third party for technologydibg us could cause us to incur substantial
liabilities and to suspend the manufacture of ald sf one or more products, which could reducereuenues and harm our business.
Furthermore, we may initiate claims or litigatiagaénst third parties for infringement of our pragiary rights or to establish the validity of
our proprietary rights. We have agreed to indemedstain customers for claims of infringement agsout of sale of our products.
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Litigation against us or our customers concerningfringement would likely result in significant expese to us and divert the efforts
our technical and management personnel.

We are currently subject to patent infringementss@nd we may be subject to patent infringemeité suought by other parties in the
future. We do not believe that current suits wal/e a material impact on our business or finarmmabition. However, these lawsuits and any
future lawsuits could divert our resources andlteésuhe payment of substantial damages.

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, #rathrks, trade secrets, employee and third-partgdiaciosure agreements and
licensing arrangements to protect our intellecpwaperty. Our pending patent applications and ayré applications may not be approved.
In addition, any issued patents may not provideitts competitive advantages or may be challengethisgl parties. The enforcement of
patents by others may harm our ability to conductbusiness. Others may independently develop antislly equivalent intellectual
property or otherwise gain access to our tradesteor intellectual property. Our failure to efigety protect our intellectual property could
harm our business. We have licensed technology fhanth parties for incorporation in our graphice@essors, and expect to continue to enter
into license agreements for future products. Thiesases may result in royalty payments to thirdipa, the cross-licensing of technology by
us or payment of other consideration. If thesergyements are not concluded on commercially reasematms, our business could suffer.

Future actions by the SEC or other governmental regulatory agencies and resolution of related lifiion arising out of the
restatement of our financial statements or other treas could harm our business.

The SEC staff informed us in January 2002 thaad boncerns relating to certain accounting magtedsthat the SEC along with the L
Attorney’s Office for the Northern District of Cédirnia had authorized a private investigation istieh matters. In accordance with the
suggestion and advice of the SEC staff, we launeheiew of these matters. On April 29, 2002, weaunced that the Audit Committee of
our Board of Directors had, with assistance fromldw firm of Cooley Godward LLP and forensic aodstfrom the firm of KPMG LLP,
concluded its review and determined that it wag@miate to restate our financial statements fardl 2000, 2001 and the first three quarters
of fiscal 2002. The Audit Committee has worked @ogeration with the SEC and has provided the SEE &xtensive information and the
conclusions of the review. Further actions by tB€Sr other governmental or regulatory agenciek véspect to us or our personnel arising
out of the restatement of our financial statemenisther matters may take significant time, magkgensive and may divert management’s
attention from other business concerns and harnbasiness. In addition, a number of lawsuits haenifiled against us following our
announcement on February 14, 2002 of the inteenvaw. The defense of, and any resolution of saefsiiits may require significant
expenditures and materially impact our businessrasualts of operations.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The financial statements required by this itemsafemitted as a separate section of this Form 18e.Item 14.
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE

Not Applicable.
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PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF TH E REGISTRANT
Identification of Directors

Reference is made to the information regardingcttms appearing under the heading “Election of @oes” in the 2002 Proxy
Statement, which information is hereby incorpordigdeference.

Identification of Executive Officers

Reference is made to the information regarding etkee officers appearing under the heading “Managgihin Part | of this Annual
Report on Form 10-K, which information is herebgdrporated by reference.

Compliance with Section 16(a) of the Exchange Act

Reference is made to the information appearing uthdeheading “Section 16(a) Beneficial Ownershgp&ting Compliance” in the
2002 Proxy Statement, which information is hergiporporated by reference.

ITEM 11. EXECUTIVE COMPENSATION

Reference is made to the information appearing utdeheading “Executive Compensation” in the 280@xy Statement, which
information is hereby incorporated by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICI AL OWNERS AND MANAGEMENT

Reference is made to information appearing in B@22Proxy Statement under the heading “Security €@sip of Certain Beneficial
Owners and Management,” which information is henglogrporated by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRAN SACTIONS

Reference is made to information appearing in B@2Proxy Statement under the heading “Certain Saetions,” which information is
hereby incorporated by reference.
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ITEM 14.

(@)

(@)

(@)

(@)

PART IV

EXHIBITS, FINANCIAL STATEMENT SCHEDULE S AND REPORTS ON FORM 8-K

1

(i
(iii)

Consolidated Financial Statements (As Restate:

Report of KPMG LLP, Independent Auditc

Consolidated Balance Sheets as of January 27, @&@danuary 28, 20(

Consolidated Statements of Income for the yeareeddnuary 27, 2002, January 28, 2001 and Jan0ag080
Consolidated Statements of Stockholders’ Equitytlieryears ended January 27, 2002, January 28,&@D1
January 30, 200

Consolidated Statements of Cash Flows for the ye@aaled January 27, 2002, January 28, 2001 andrja3ia
2000

Notes to Consolidated Financial Stateme

Financial Statement Schedule
Schedule Il Valuation and Qualifying Accoul

Exhibits
The exhibits listed in the accompanying index thikits are filed or incorporated by reference gsua of this
annual report

Reports on Form 8-K

NVIDIA filed a Current Report on Form-K, dated April 29, 2002 and filed April 29, 2042, report the
restatement

NVIDIA filed a Current Report on Forr-K, dated April 23, 2002 and filed April 29, 2008, report arbitration
over pricing of the Xbox chipset with Microso

NVIDIA filed a Current Report on Forir-K, dated May 1, 2002 and filed May 1, 2002, toort@dditional
information regarding the restateme
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Exhibit Number

2.1(1)

3.1(2)
3.2(3)
3.3(4)
4.1

4.2(5)
4.3(6)

4.4(7)
4.5(8)

4.6(9)

10.1(10)
10.2(11)
10.3(12)
10.4(13)
10.5(14)
10.6(15)
10.7(16)
10.8(17)
10.9(18)
10.10(19)

10.11(20)

10.12(21)
10.13(22)
10.14(23)
10.15(24)
10.16(25)
10.17(26)
10.18(27)
21.1
23.1

EXHIBIT INDEX

Description of Document

Asset Purchase Agreement, dated as of Decemb&0@8, by and among NVIDIA Corporation, NVIDIA USvestment
Company and 3dfx Interactive, Ir

Amended and Restated Certificate of Incorporal

Certificate of Amendment of Amended and Restatedifi@ate of Incorporatior

Bylaws, as amende

Reference is made to Exhibits 3.1 and

Specimen Stock Certificat

Second Amended and Restated Investors’ Rights Aggat dated August 19, 1997 between the Companyhengarties
indicated thereto and First Amendment to Second dead and Restated Inves’ Rights Agreement, dated July 22, 19
Second Amendment to Second Amended and Restatestém’ Rights Agreement, dated April 12, 19¢

Indenture dated October 12, 2000 between NVIDIAgoation and Chase Manhattan Bank and Trust Compéatyonal
Association, as Truste

Supplemental Indenture No. 1, dated as of OctoPe2Q00 between NVIDIA Corporation and Chase MatamaBank and
Trust Company, National Association as Trus

Form of Indemnity Agreement between NVIDIA Corpasatand each of its directors and office

1998 Equity Incentive Plan, as amenc

Form of Incentive Stock Option Agreement underB88 Equity Incentive Plai

Form of Nonstatutory Stock Option Agreement untier1998 Equity Incentive Pla

1998 Employee Stock Purchase Plan, as ame

Form of Employee Stock Purchase Plan Offeringnasraled

1998 Nor-Employee Director' Stock Option Plar

Form of Nonstatutory Stock Option Agreement untier1998 No-Employee Director Stock Option Plan (Initial Grant
Form of Nonstatutory Stock Option Agreement untier1998 No-Employee Director Stock Option Plan (Annual Grar
Form of Nonstatutory Stock Option Agreement untier1998 Non-Employee Directors’ Stock Option Pl@orimittee
Grant).

Loan and Security Agreement, dated September &,1#9ween NVIDIA Corporation and Imperial Bank,aamsended by
letter agreement dated November 2, 1¢

Stock Purchase Agreement dated April 12, 1999 batvidVIDIA Corporation and Synopsys, Ir

Stock Repurchase Agreement dated June 9, 1999 d&retMMIDIA Corporation and Diamond Multimedia Sys&nnc.
Amendment to Loan and Security Agreement, dated 3wl 1999, between NVIDIA Corporation and ImpeBank
Lease dated April 4, 2000 between NVIDIA Corporatand Sobrato Interests 11l for Building

Lease dated April 4, 2000 between NVIDIA Corporatand Sobrato Interests 111 for Building

Lease dated April 4, 2000 between NVIDIA Corporatand Sobrato Interests 111 for Building

Lease dated April 4, 2000 between NVIDIA Corporataind Sobrato Interests 111 for Building

List of Registrar’s Subsidiaries

Consent of KPMG LLP
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(1) Previously filed as Exhibit 2.1 to our Annual Rejpan Form 10-K405, for the year ended January @814iled on April 27, 2001 (No.
00C-23985) and incorporated by reference hel
(2) Previously filed as Exhibit 4.1 to our Registrati®tatement on Form S-8 filed on March 23, 1999 (38R-74905) and incorporated by
reference hereir
(3) Previously filed as Exhibit 3.2 to our Quarterlyg®et on Form 10-Q, for the quarter ended July 2®12filed on September 10, 2001
(No. 00(-23985) and incorporated by reference het
(4) Previously filed as Exhibit 3.1 to our Quarterlyd®et on Form 10-Q, for the quarter ended July 2®1%iled on September 10, 2001
(No. 00(-23985) and incorporated by reference het
(5) Previously filed as Exhibit 4.2 to our Registrati®tatement on Form S-1 filed on March 6, 1998 (888-47495), as amended, and
incorporated by reference here
(6) Previously filed as Exhibit 4.3 to our Registrati®tatement on Form S-1 filed on March 6, 1998 388-47495), as amended, and
incorporated by reference here
(7) Previously filed as Exhibit 4.4 to our Quarterlyd®et on Form 10-Q, for the quarter ended May 2,9188d on June 15, 1999 (No. 000-
23985) and incorporated by reference hel
(8) Previously filed as Exhibit 4.5 to our Annual Rejpan Form 10-K405, for the year ended January 8814iled on April 27, 2001 (No.
00C-23985) and incorporated by reference hel
(9) Previously filed as Exhibit 4.6 to our Annual Repon Form 10-K405, for the year ended January @81diled on April 27, 2001 (No.
00C-23985) and incorporated by reference hel
(10) Previously filed as Exhibit 10.1 to our Registratidtatement on Form S-1 filed on March 6, 1998 @88-47495), as amended, and
incorporated by reference here
(11) Previously filed as Exhibit 99.1 to our Registratidtatement on Form S-8 filed on December 8, 2020 833-51520), and incorporated
by reference hereil
(12) Previously filed as Exhibit 10.3 to our Registratidtatement on Form S-1 filed on March 6, 1998 @88-47495), as amended, and
incorporated by reference here
(13) Previously filed as Exhibit 10.4 to our Registratidtatement on Form S-1 filed on March 6, 1998 @88-47495), as amended, and
incorporated by reference here
(14) Previously filed as Exhibit 99.4 to our Registratidtatement on Form S-8 filed on December 8, 200 833-51520), and incorporated
by reference hereil
(15) Previously filed as Exhibit 99.5 to our Registratidtatement on Form S-8 filed on December 8, 200 833-51520), and incorporated
by reference hereil
(16) Previously filed as Exhibit 10.7 to our Registratidtatement on Form S-1 filed on March 6, 1998 @88-47495), as amended, and
incorporated by reference here
(17) Previously filed as Exhibit 10.8 to our Registratidtatement on Form S-1 filed on March 6, 1998 @88-47495), as amended, and
incorporated by reference here
(18) Previously filed as Exhibit 10.9 to our Registrati®tatement on Form S-1/A filed on April 24, 198®( 333-47495), as amended, and
incorporated by reference here
(19) Previously filed as Exhibit 10.12 to our RegistatiStatement on Form S-1/A filed on April 24, 1988. 333-47495), as amended, and
incorporated by reference here
(20) Previously filed as Exhibit 10.14 to our RegistatiStatement on Form S-1/A filed on November 2@81@No. 33347495), as amende
and incorporated by reference her:
(21) Previously filed as Exhibit 10.13 to our QuarteRgport on Form 10-Q, for the quarter ended May9®91filed on June 15, 1999 (No.
00C-23985) and incorporated by reference het
(22) Previously filed as Exhibit 10.14 to our QuarteRgport on Form 10-Q, for the quarter ended May9®91filed on June 15, 1999 (No.
00C-23985) and incorporated by reference hel
(23) Previously filed as Exhibit 10.15 to our QuarteRgport on Form 10-Q, for the quarter ended Augu®29 filed on September 10,
1999 (No. 00-23985) and incorporated by reference hei
(24) Previously filed as Exhibit 10.1 to our Registrati®tatement on Form S-3/A filed on April 20, 200 ( 333-33560), as amended, and
incorporated by reference here
(25) Previously filed as Exhibit 10.2 to our Registratidtatement on Form S-3/A filed on April 20, 200 ( 333-33560), as amended, and
incorporated by reference here
(26) Previously filed as Exhibit 10.3 to our Registratidtatement on Form S-3/A filed on April 20, 200 ( 333-33560), as amended, and
incorporated by reference here
(27) Previously filed as Exhibit 10.4 to our Registrati®tatement on Form S-3/A filed on April 20, 200 ( 333-33560), as amended, and
incorporated by reference here
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders
NVIDIA Corporation:

We have audited the consolidated financial statésn&fiNVIDIA Corporation and subsidiaries (the “Cpamy”) as listed in the
accompanying index. In connection with our auditthe consolidated financial statements, we hase audited the financial statement
schedule as listed in the accompanying index. Thessolidated financial statements and financatkesbent schedule are the responsibilit
the Company’s management. Our responsibility exigress an opinion on these consolidated finastaa¢ments and financial statement
schedule based on our audits.

We conducted our audits in accordance with audiiagdards generally accepted in the United StdtAserica. Those standards
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 tildasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetagaferred to above present fairly, in all matenégpects, the financial position of
NVIDIA Corporation and subsidiaries as of Januarfy 2002 and January 28, 2001 and the results ofdperations and their cash flows -
each of the years in the three-year period endadadg 27, 2002, in conformity with accounting pipies generally accepted in the United
States of America. Also in our opinion, the relafiedncial statement schedule, when consideredlation to the consolidated financial
statements taken as a whole, presents fairly] imatierial respects, the information set forth éirer

As discussed in Note 2 to the accompanying cora@difinancial statements, the consolidated balaheet as of January 28, 2001 and
the related consolidated statements of income, fbasts and stockholders’ equity for each of thergda the two-year period then ended have
been restated.

/sl KPMG LLP

Mountain View, California
April 29, 2002
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NVIDIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

ASSETS
Current asset:
Cash and cash equivalel
Restricted cas
Marketable securitie
Accounts receivable, less allowances of $18,079%&x03 in 2002 and 2001, respectiv
Inventory
Prepaid expenses and other current a:
Prepaid and deferred tax

Total current asse
Property and equipment, r
Deposits and other assi
Prepaid and deferred tax
Goodwill and intangible assets, 1

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl
Accrued liabilities
Current portion of capital lease obligatic
Interest payable on convertible debent
Deferred revenu

Total current liabilities
Capital lease obligations, less current por
Long-term convertible debentu
Stockholder' equity:
Common stock, $.001 par value; 502,000,000 shart®azed; 149,553,130 and 136,915,234 sh:
issued and outstanding in 2002 and 2001, respéc
Additional paic-in capital
Deferred compensatic
Other comprehensive income, |
Retained earning

Total stockholder equity

See accompanying notes to consolidated financassients.
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January 27, January 28,
2002 2001

(As restated

—see Note 2)

$ 333,000 $ 674,27
7,00(C 24,50(
458,37 —
147,34¢ 104,98¢
213,87 90,38(
8,07¢ 8,35¢
66,42¢ 28,38¢
1,234,10! 930,88
120,12¢ 47,28(
11,89 10,90¢
55,92 4,03¢
81,11¢ 23,79

$ 1,503,17. $ 1,016,90:
— I
$ 214,01¢ $ 72,30:
141,21( 32,23:
3,89¢ 58¢
4,17¢ 4,29t
70,19:¢ 200,00(
433,49 309,41°
5,861 37¢
300,00( 300,00(
15C 137
456,62: 276,96(
— (6)

10€& —
306,94( 130,01¢
763,81¢ 407,10’

$ 1,503,17. $ 1,016,90:
— I



NVIDIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share data)

Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000

(As restated (As restated

—see Note 2) —see Note 2)

Revenue $ 1,369,47. $ 735,26« $ 374,50
Cost of revenue 850,23: 462,38! 232,66:.
Gross profit 519,23t 272,87 141,84

Operating expense

Research and developm 153,92( 86,04 46,91«
Sales, general and administrat 97,18t 58,69’ 36,31
Amortization of goodwill and purchased intangibsets 12,68¢ — —
Acquisition related charge 10,03( — —
Discontinued use of proper 3,687 — —
Total operating expens 277,50¢ 144,74« 83,22¢
Operating incom: 241,73: 128,13! 58,61

Interest incomi 27,88 21,531 2,071
Interest expens (16,177 (4,857) (332
Other, ne (697) (6) 15
Income before income tax exper 252,74¢ 144,80¢ 60,37:
Income tax expens 75,82t 46,33¢ 19,41:
Net income $ 176,92 $ 98,46¢ $ 40,95¢
] L] L]

Basic net income per she $ 1.2¢ $ .75 $ .34
I L] L]

Diluted net income per sha $ 1.0¢ $ .62 $ .28
] L] L]

Shares used in basic per share computi 143,01! 130,99¢ 119,48t
Shares used in diluted per share comput: 171,07- 159,29 144,39:.

See accompanying notes to consolidated financgdsients.

43



Balances, January 31, 1999

Sale of common stock under public
offering (over-allotment), net of
issuance costs of $0.6 million

Issuance of common stock in connect
with long-term software license

Repurchase of common stock in
settlement of accounts receivable

Issuance of common stock from stock
plans

Tax benefit from stock plans

Grant of common stock options for
consulting services

Amortization of deferred compensation

Net income as restatt

Balances, January 30, 2000 (1)

Issuance of common stock from stock
plans

Sale of common stock under public
offering, net of issuance costs of $9
million

Tax benefit from stock plans

Stock granted in exchange for
intangibles and services

Amortization of deferred compensation

Net income as restat¢

Balances, January 28, 2001(1)

Issuance of common stock from stock
plans

Tax benefit from stock plans

Amortization of deferred compensati

Issuance cost

Unrealized gain, net of tax

Cumulative translation adjustments

Net income

Balances, January 27, 2002

(1) As restated see Note :

NVIDIA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(in thousands, except share data)

Common Stock

Additional Deferred Other Total Total
Paid-in Compen- Retained Comprehensive Stockholders’ Comprehensive
Shares Amount Capital sation Earnings Income/(Loss) Equity Income

114,972,00 $ 11t $ 74,28¢ $ (780 $ (9,419 — $ 64,20¢
2,100,00t 2 5,73¢ — — — 5,741
975,60¢ 1 4,99¢ — — — 5,00(
(1,714,28) 2 (7,450 — — — (7,452)
8,067,30 8 7,66¢ — — — 7,671
— — 10,61: — — — 10,61:
— 15 — — — 15
— — — 662 — — 662

— — — — 40,95¢ — 40,95¢ 40,95¢

|
124,400,62 124 95,87: (11¢) 31,54 — 127,42
9,664,60! 10 19,90( — — — 19,91(
2,800,00! 3 96,66¢ — — — 96,66¢
— — 63,19¢ — — — 63,19¢
50,00( — 1,32¢ — — — 1,324
— — — 112 — — 112

— — — 98,46¢ — 98,46¢ 98,46¢

—
136,915,23 137 276,96( (6) 130,01¢ — 407,10°
12,637,89 13 90,83( — — — 90,84
— — 88,93: — — — 88,93:
— — — 6 — — 6
— — (102) — — — (102)

— — — — — 31¢ 31t 31¢

_ — — — — (207) (207) (207)

— — — — 176,92: — 176,92: 176,92:

149,553,13 $ 15C $ 456,62: $ — $306,94( $ 10¢ $ 763,81¢ $ 177,03:

— — —— — — — — —

See accompanying notes to consolidated financ#dsients.



NVIDIA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income

(in thousands)

Adjustments to reconcile net income to net caskigeal by (used in) operating activitie

Depreciation and amortization
Deferred income taxes
Stock based compensati
Amortization of deferred compensation
Bad debt expense
Tax benefit from employee stock plans
Changes in operating assets and liabilit
Accounts receivable
Inventory
Prepaid income taxe
Prepaid expenses and other current assets
Deposits and other assets
Accounts payabl
Accrued liabilities
Deferred revenue

Net cash provided by operating activi

Cash flows used in investing activities:
Purchases of marketable securities
Maturities of marketable securities
Purchase of certain assets from various busint
Purchase of property and equipment
Deposit and release of restricted cash

Net cash used in investing activit

Cash flows from financing activities:
Convertible debenture-net of issuance costs
Borrowings (payments) under line of cre
Common stock issued under employee stock plans
Sale of common stock under public offering, neissfiance costs
Long-term payable related to patent license agreel
Lease financing
Payments under capital leases

Net cash provided by financing activities

Change in cash and cash equivale
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Cash paid for interest

Cash paid for taxes

Non cash financing and investing activiti
Assets recorded under capital lease

Repurchase of common stock in settlement of acsoateivable

Issuance of common stock in connection with -term software licens

Liabilities assumed in connection with long-ternfiteare license

Issuance of common stock in exchange for an inkdegisset

Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000

(As restated (As restated

— see Note 2) —see Note 2)

$ 176,92: $ 98,46¢ $ 40,95¢
43,49: 15,72« 9,00¢
(51,919 (27,207 (4,999

364 5 15

6 112 662

1,44¢ 90¢ 2,39t

88,93: 63,19¢ 10,61
(43,80¢) (38,679 (56,43%)
(123,49) (51,919 (9,849
(38,01¢) (23,167 —
277 (6,819 (5,167)

(13,957 1,34¢ 1,98t
141,71 13,78¢ 21,577
108,64t 22,127 5,09«
(129,80 200,00( —
160,80t 267,90 15,87:
(472,91) — —
15,32( — —
(64,109 — —
(96,96¢) (36,329 (11,589

17,50( (24,500 _
(601,177) (60,829 (11,589
(75) 290,83 —
. — (5,000
90,47¢ 19,91( 7,677
(101) 96,66¢ 5,741
— — 50C
11,24¢ — —
(2,45%) (1,782 (1,897
99,09: 405,63! 7,021
(341,279 612,71! 11,30:
674,27! 61,56( 50,257
$ 333,00( $ 674,27! $ 61,56(
— — —
$ 14,83( $ 16C $ 332
— — —
$ 26,42¢ $ 23E $ 15,96¢
— — —
$ = $ = $ 1,264
— — —
$ — $ — $ 7,452
— — —
$ — $ — $ 5,00(¢
— — —
$ — $ — $ 5,00(
— — —
$ — $ 1,31¢ $ —
| | |

See accompanying notes to consolidated financgdsients.
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NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(1) Organization and Significant Accounting Policis
Organization

NVIDIA Corporation and subsidiaries (the “Compang8signs, develops and markets 3D graphics andancedimunication processors
and related software for PCs, workstations andalightertainment platforms. The Company operateme industry segment in the United
States, Asia and Europe. In April 1998, the Compaag reincorporated as a Delaware corporation.

Reclassifications
Certain prior year balance sheet balances werassitied to conform to the current period preséorat
Principles of Consolidation

The consolidated financial statements include twants of NVIDIA Corporation and its wholly ownsdbsidiaries. All material
intercompany balances and transactions have baeimaled in consolidation.

Use of Estimates

The preparation of financial statements in conféymiith generally accepted accounting principleguises management to make
estimates and assumptions that affect the recahedints of assets and liabilities and disclosumafingent assets and liabilities at the date
of the financial statements and the reported ansoofitevenues and expenses during the reportingdoekctual results could differ from
these estimates.

Cash and Cash Equivalents

The Company considers all highly liquid investmgmischased with a maturity of three months or &gbe time of purchase to be cash
equivalents. Total cash at January 27, 2002 insl$de0 million of restricted cash relating to lestef credit in connection with the
development of the Comparsyhew facility in Santa Clara, California. (See &l8tFinancial Arrangements, Commitments and Coatioggs)
Currently, the Company’s cash equivalents congi$tLld5.5 million invested in money market funds.

Marketable Securities

Marketable securities consist of highly liquid istraents with a maturity of greater than three memthen purchased. In accordance
with SFAS No. 115, “Accounting for Certain Investmt®in Debt and Equity Securities,” the Company&arketable securities have been
classified as available-for-sale and are carriadaket value. Unrealized gains and losses areterpas accumulated other comprehensive
income/(loss), net of tax, which is a separate aomapt of stockholders’ equity.

Inventories

Inventories are stated at the lower of cost on ighted average basis, or market. Write-downs tacedhe carrying value of obsolete,
slow moving and non-usable inventory to net realeaalue are charged to cost of revenues.

Property and Equipment

Property and equipment are stated at cost. Depi@tia computed using the straight-line methoceldasn 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 aeabaiver the shorter of the lease term or the astiduseful life of the asset.
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NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Software Development Costs

Software development costs are expensed as incuntédhe technological feasibility of the relatptbduct is established. After
technological feasibility is established, any aiddial software development costs are capitalizeatordance with SFAS No. 86,
“Accounting for the Costs of Computer Software ® 8old, Leased, or Otherwise Marketed”. Througludan27, 2002, the Company’s
process for developing software was completed awently with the establishment of technologicalsiédity and, accordingly, no software
costs have been capitalized to date. Software dprent costs incurred prior to achieving technalabfeasibility are charged to research
development expense as incurred.

Debt Financing Costs

In connection with its financing arrangements, se& 9, the Company incurred certain direct castm fthird parties who performed
services that assisted in the closing of the rélamnsaction. These costs are included in otteta®n the balance sheet and are amortized o
a straight line basis over the term of the finagcin

Stock Split

In August 2001, the Company’s Board of Directorpraped a two-for-one stock split of the Companydsenon stock for stockholders
of record on August 28, 2001, effected in the fafia 100% stock dividend. The transfer agent distdd the shares resulting from the split
on September 17, 2001. All share and per-share etgrontained herein reflect this stock split.

Revenue Recognition

The Company recognizes revenue from product sates\wersuasive evidence of an arrangement existgproduct has been delivered,
the price is fixed and determinable and collect®oreasonably assured. The Company’s policy orsgaldistributors and stocking
representatives is to defer recognition of salesratated cost of sales until the distributors esqtesentatives resell the product. The
Company records estimated reductions to revenueustomer programs at the time revenue is recodnitee Company also records a
reduction to revenue for estimated product retatrtbe time revenue is recognized.

For all sales, the Company uses a binding purchiaier and in certain cases uses a contractualragréeas evidence of an arrangement.
The Company considers delivery to occur upon shifirpeovided title and risk of loss have passed&dustomer. At the point of sale, the
Company assesses whether the arrangement feedsaind determinable and whether collection is reasly assured. If the Company
determines that collection of a fee is not reashnadsured, the Company defers the fee and recegnixenue at the time collection becol
reasonably assured, which is generally upon recéigash.

Concentration of Credit Risk

Financial instruments that potentially subject@@mpany to concentrations of credit risk consignprily of cash equivalents,
marketable securities and trade accounts receivabieCompany historically invested primarily in ney market funds. In August 2001, the
Company began to invest in marketable securitigsare placed with several financial institutionsrder to limit the amount of exposure at
any one financial institution. Two customers acdedrfor approximately 30% of the Company’s accouetgivable balance at January 27,
2002. The Company performs ongoing credit evalaatif its customers’ financial condition and maimgéaan allowance for potential credit
losses.
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NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Accounting for Stock-Based Compensation

The Company uses the intrinsic value method towtcior its stockbased employee compensation plans. Deferred comfi@msirising
from stock-based awards is amortized in accordaiteFinancial Accounting Standards Board Interatien No. 28, which generally
accelerates the compensation expense as compatezidtraight-line method.

Impairment of Long-Lived Assets

The Company'’s long-lived assets consist primarilg@odwill and other intangible assets, propertgt aquipment and long-term
investments. The Company reviews long-lived adeetenpairment whenever events or changes in cistantes indicate that the carrying
amount of such an asset may not be recoverabld. wmts or circumstances include, but are notditnio, significant decrease in the fair
value of the underlying business, a significantrdase in the benefits realized from the acquiresiness, or a significant change in the
operations of the acquired business.

Recoverability of long-lived assets is measureddmparison of the carrying amount to future undisted net cash flows the assets are
expected to generate. Those cash flows includstimated terminal value based on a hypothetical sbhn acquisition at the end of its
goodwill amortization period. If assets are consdeo be impaired, the impairment to be recognigedeasured by the amount by which the
carrying amount of the long-lived asset exceedfaitssalue. Fair value is determined on thesetaassing the discounted cash flow method.

Income Taxes

The Company records income taxes using the asddiadnility method. Deferred tax assets and lidiei are recognized for the
estimated future tax consequences attributabléferehces between the financial statement carrgimgpunts of existing assets and liabilities
and their respective tax bases. Deferred tax aasdtfiabilities are measured using enacted tasriat effect for the year in which those
temporary differences are expected to be recordedtted. The effect on deferred tax assets atilities of a change in tax rates is
recognized in income in the period that includesghactment date.

Fair Value of Financial Instruments

The carrying value of cash, cash equivalents, ntabke securities, accounts receivable, accountalpp@ynd accrued liabilities
approximate fair value due to the short maturityhafse instruments. The fair value of the Compangisvertible subordinated notes based on
quoted market prices as of January 27, 2002 wa2.@4#8illion.

New Accounting Pronouncements

On June 29, 2001, the Financial Accounting StarglBahrd (“FASB”), voted unanimously to approve 8ta¢nt of Financial
Accounting Standards (“SFAS”) No. 141, “Businessrinations” and SFAS No. 142, “Goodwill and Othefahgible Assets.” SFAS No.
141 will require the purchase method of accountingll transactions initiated after June 30, 200d. the pooling of interests method will no
longer be allowed. SFAS No. 142 will require thabdwill and all identifiable intangible assets thave an indeterminable life, be recogni
as assets, but not amortized. These assets wakkdmssed for impairment at least on an annual bdsittifiable intangible assets that have a
determinable life will continue to be segregatemrfrgoodwill and amortized over their useful livéhese assets will be assessed for
impairment pursuant to guidance in
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NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

SFAS No. 144. Companies will be required to mamticumentation of their impairment testing adgtand include significant disclosure
in filings in the event of an impairment charge o@will and other intangible assets arising fromuasitions completed after July 1, 2001
(previously recognized goodwill and intangible aspwill be accounted for in accordance with thevisions of SFAS No. 142 beginning
January 28, 2002. Pursuant to SFAS No. 142, thepaasnwill test its goodwill for impairment upon gatmn and, if impairment is indicated,
record such impairment as a cumulative effect ocbanting change. The Company is currently evalgatie effect that the adoption may
have on its consolidated results of operation amahtial position.

In October 2001, the FASB issued SFAS No. 143, tArtting for Asset Retirement Obligations.” SFAS Nd3 requires that the fair
value of retirement obligations be recognized haldlity when they are incurred and that the agsed retirement costs be capitalized as a
long-term asset and expensed over its usefulTliie.provisions of SFAS No. 143 will be effective fiscal years beginning after June 15,
2002. The Company does not expect that the adopfi®FAS No. 143 will have a significant effect ibmfinancial position or results of
operations.

In October 2001, the FASB issued SFAS No. 144, tArting for the Impairment or Disposal of Long-LivAssets.” SFAS No. 144
supercedes SFAS No. 121, “Accounting for the Impaint of Long-lived Assets and Assets to be Dispad&ednd the accounting and
reporting provisions of Accounting Principles Bo&aginion No. 30, “Reporting the Results of Openasie-Reporting the Effects of Disposal
of a Segment of a Business, and Extraordinary, Usluend Infrequently Occurring Events and Transasti’ SFAS No. 144 establishes a
single accounting model for impairment or dispdsakale of long-lived assets. The provisions of SF¥o. 144 are effective for fiscal years
beginning after December 15, 2001. The Company doesxpect that the adoption of SFAS No. 144 hale a significant effect on its
financial position or results of operations.
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Net Income Per Share

Basic net income per share is computed using thghtezl average number of common shares outstaldingg the period. Diluted net
income per share is computed using the weightethgeenumber of common and dilutive common equivatbares outstanding during the
period, using either the as-if-converted methodi@andatorily convertible notes and the treasurgkstoethod for options and warrants. The
following is a reconciliation of the numerators atehominators of the basic and diluted net incopreshare computations for the periods
presented. Income and per share amounts refldateasent, see Note 2.

Income Shares Per Share
(Numerator) (Denominator) Amount

(in thousands, except per share data)

Year ended January 27, 200;

Basic net incom: $ 176,92: 143,01 $ 1.24

Effect of dilutive securities
Stock options outstandir — 28,05¢ —
Diluted net income¢ $ 176,92: 171,07« $ 1.0
| .| |

Year ended January 28, 200:

Basic net incom: $ 98,46¢ 130,99¢ $ 0.7¢

Effect of dilutive securities
Stock options outstandir — 28,29¢ —
Diluted net income $ 98,46¢ 159,29: $ 0.62
| .| |

Year ended January 30, 200!

Basic net incom: $ 40,95¢ 119,48 $ 0.34
Effect of dilutive securities
Stock options outstandir 24,01:
Warrants 284
Common stock issuable in connection with I-term software licens — 60¢ —
Diluted net incomt $ 40,95¢ 144,39 $ 0.2¢
| .| |

For fiscal 2002, instruments excluded from the cotapon of diluted earnings per share were opttorecquire 2,504,100 shares of
common stock with a weighted average exercise pifi§4.62 and the assumed conversion of convertibbt into 6,471,793 shares of
common stock at a conversion price of $46.36. Isoaf 2001, instruments excluded from the compaotedif diluted earnings per share were
options to acquire 4,476,500 shares of common stattka weighted average exercise price of $30ntlthe assumed conversion of
convertible debt into 6,471,793 shares of commooksat a conversion price of $46.36. There weramtalilutive instruments outstanding in
fiscal 2000. These instruments were excluded fioencomputation of diluted earnings per share bectneseffect would be antidilutive.
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(2) Restatement

In January 2002, NVIDIA’s Audit Committee initiatedreview at the request of, and in cooperatioh wite staff of the SEC. Based on
findings of the review, the financial statementstfe first three quarters of fiscal year 2002 fordhe fiscal years 2001 and 2000 are restatec
in this Form 10-K. Restated financial statementiecethe following adjustments during the pasethfiscal years:

* In fiscal 2002, adjustments to revenues reflecabyear adjustments in the recording of deferreémaes and adjustments in the
accrual of certain customer programs. Adjustmentost of revenues reflect primarily inter-yeanestinents in recording of
manufacturing costs, as well as the timing of ineenwrite-downs. Adjustments to operating expensélect primarily inter-year
adjustments in the timing of the recording of aatst

« In fiscal 2001, adjustments to revenues were lidniteintra-year adjustments involving deferred rexes. Adjustments to cost of
revenues reflect primarily inter-year adjustmentghie recording of certain manufacturing costsyal as the timing of inventory
write-downs. Adjustments to operating expenses reflaégtapily inter-year adjustments in the timing of the recordingadruals

« In fiscal 2000, adjustments to revenues were lidhiteintra-year adjustments involving accrualsdstimated product returns.
Adjustments to cost of revenues reflect primariliei-year adjustments in the recording of certagmufiacturing costs, as well as the
timing of inventory write-downs. Adjustments to ogtng expenses reflect primarily inter-year adjusts in the timing of recording
of accruals
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As a result of the foregoing factors, the Compafiyiancial statements for the first three quartdriscal year 2002 and for fiscal years
2001 and 2000 have been restated from amountsopidyireported. See Note 15 for a summary of thestdents for these periods on a
quarterly basis. The principal effects of thesaisitjents on the accompanying financial statemeastset forth below:

Consolidated Income Statements
For the Years Ended

January 28, 2001 January 30, 2000

As As
As Previously As Previously
Restated Reported Restated Reported
(in thousands, except per share data)

Revenue $735,26: $ 735,26« $374,50! $ 374,50!

Cost of revenue 462,38! 460,09¢ 232,66. 235,57

Gross profit 272,87 275,16¢ 141,84 138,93
Operating expense

Research and developmt 86,04’ 86,43¢ 46,91« 47,43¢

Sales, general and administrat 58,69’ 58,43: 36,31: 37,07¢

Total operating expens 144,74 144.,87! 83,22¢ 84,51¢

Operating incom: 128,13 130,29: 58,61" 54,41:

Interest incomi 21,53 21,53 2,071 2,071

Interest expens (4,857) (4,852 (332 (332

Other, ne (6) (6) 15 15

Income before tax expen 144,80¢ 146,96« 60,37 56,16¢

Income tax expens 46,33¢ 47,02] 19,41 18,06¢

Net income $ 98,46¢ $ 99,937 $ 40,95¢ $ 38,09¢

L] | L] |

Basic net income per she $ e $ 7€ $ .34 $ .32

Diluted net income per sha $ .62 $ .63 $ 28 $ .2€

Shares used in basic per share computi 130,99¢ 130,99¢ 119,48 119,48t

Shares used in diluted per share comput: 159,29: 159,29 144,39: 144,39:.
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Consolidated Balance Sheet
As of January 28, 2001

As As Previously
Restated Reported

(in thousands, except share data)

ASSETS
Current asset:
Cash and cash equivalel $ 674,27 $ 674,27!
Restricted cas 24.,50( 24,50(
Marketable securitie — —
Accounts receivable, n 104,98t 104,98t
Inventory 90,38( 89,90¢
Prepaid expenses and other current a: 8,35¢ 8,35¢
Prepaid and deferred tax 28,38t 28,38¢
Total current asse 930,88 930,40¢
Property and equipment, r 47,28( 47,28(
Deposits and other assi 10,90¢ 10,90¢
Prepaid and deferred tax 4,03« 4,034
Goodwill and intangible assets, 1 23,79¢ 23,79t

$1,016,90: $ 1,016,42

L] |
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 72,30 $ 72,24(
Accrued liabilities 32,23 33,21
Current portion of capital lease obligatic 58¢ 58¢
Interest payable on convertible debent 4,29t 4,29t
Deferred revenu 200,00( 200,00(
Total current liabilities 309,41 310,33!
Capital lease obligations, less current por 37¢ 37¢
Long-term convertible debentu 300,00( 300,00t
Stockholder' equity:
Common stock, $.001 par value; 400,000,000 shartt®azed; 136,915,234 shares issued anc
outstanding in 200 137 137
Additional paic-in capital 276,96( 276,96(
Deferred compensatic (6) (6)
Other comprehensive income, | — —
Retained earning 130,01¢ 128,62:
Total stockholder' equity 407,10° 405,71«

$1,016,90: $ 1,016,42

(3) Business Combination

During fiscal year 2002, the Company completedptiinehase of certain assets from various busineisgdsding 3dfx Interactive, Inc.
(“3dfx”) and other acquisitions, for an aggregateghase price of approximately $79.1 million. Thasquisitions have been accounted for
under the purchase method of accounting. Excluttieg@dfx transaction, the aggregate purchase foical other acquisitions are immaterial
to the consolidated financial statements of the Qamy.

On April 18, 2001, the Company completed the pusetaf certain assets of 3dfx, including patentsgatdnt applications. Under the
terms of the Asset Purchase Agreement, the caslidewation due at the closing was $70.0 millioss|815.0 million that was loaned to 3dfx
pursuant to a Credit Agreement dated December(®),2
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between the Company and 3dfx. Pursuant to the Aasehase Agreement, following the closing, the @Gany is to pay 3dfx additional
consideration in the form of stock equal to twolimil shares of the Company’s common stock, sultjeBtfx satisfying certain conditions. If
the debts and liabilities of 3dfx can be satisfiedless than $25.0 million and in accordance \ligh provisions set forth in the agreement,
under some circumstances, 3dfx could receive agosing advance from the Company of up to $25Mianiand this advance would reduce
the number of shares of the Company’s common gioténtially payable to 3dfx by up to one milliorasbs. In the event 3dfx cannot satisfy
all of its obligations for $25.0 million, NVIDIA Wi not be obligated to pay any additional consitiera At this time, 3dfx has not satisfied
terms and conditions necessary to receive anyragenit consideration. Consequently, due to the pitisgiof contingent consideration, the
components of the final purchase price could diffem those presented below. In addition, followthg asset purchase, the Company and
3dfx filed a stipulation to dismiss with prejudittee patent litigation between the parties. Thgdition was dismissed on April 26, 2001,
pursuant to a judicial order.

As of January 27, 2002, the 3dfx asset purchase pfi$70.0 million and direct transaction cost$4#2 million were allocated based on
fair values as follows:

Straight-Line

Amortization
3dfx Period

(in thousands) (years)
Property and equipme $ 2,43¢ 1-2
Workforce in place 3,00(¢ 2
Patents and trademar 11,31( 5
Goodwill 57,41¢ 5
Total $ 74,16

The final allocation will depend upon the compasitof 3dfx assets acquired and the Company’s etratuaf the fair value of the net
assets. Consequently, the actual allocation optiiehase price could differ from that presentedsabo

Pro Forma Results of Operations (Unaudited)

The following summary, prepared on a pro formadgsiesents the results of operations as if 3dfgtasvere purchased as of the
beginning of the periods presented. Pro formanmegime includes the effects of amortization of goilidthhe compensation cost of 3dfx
employees who transferred to NVIDIA and the relasedeffects.

Years Ending
January 28,
January 27, 200z 2001 January 30, 200C
(As Restated’ (As Restated)
(in thousands, except per share data)
Pro forma revenu $ 136947 $ 73526: $ 374,50!
Pro forma net incom $ 17468. $ 76,327 $ 18,91(
Pro forma basic net income per sh $ 12z $ 05¢ $ 0.1¢€
Pro forma diluted net income per sh $ 1.0z $ 04t % 0.1z

The pro forma information is based on estimatesamsdmptions and may not necessarily be indicafivéhat the Company’s results of
operations or financial position would have beed thee transaction been in effect as of and fop#réods presented, nor is such information
necessarily indicative of the Company’s resulteérations or financial position for any futureipdror date.
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(4) Marketable Securities

The following is a summary of cash equivalents aradketable securities at January 27, 2002:

Amortized Unrealized Estimated
Cost Gain/(Loss) Fair Value

(in thousands)

Asse-backed securitie $121,61: $ 19t $ 121,80
Commercial pape 53,23¢ — 53,23¢
Obligations of the U.S. government and its ager 179,70¢ 303 180,01:
U.S. Corporate notes, bonds and obligat 282,88t 28 282,91
Certificate of deposi 15,06( 1 15,06!
Money marke 145,50¢ — 145,50:
Total $798,01( $ 525 $ 798,53!
] ] ]

Classified as
Cash equivalent $ 340,15t
Marketable securitie 458,37"
$ 798,53!
L]

The following table summarizes maturities of caghiealents and marketable securities at Januar@12:

Amortized Cost Estimated Fair Value

(in thousands)

Less than one ye: $ 41591 $ 415,96
Due in 1- 5 years 382,10( 382,56¢
Total $ 798,01 $ 798,53!
| I

The Company commenced investing activities begopingust 2001 and therefore there was no actiwifjsical 2001.
(5) Discontinued Use of Property

The Company moved into its new headquarters in 200& and is still obligated to pay rent for a ortof its previous office space.
Since relocating, the Company has been unablectosa subtenant for its previous office spacetdube decrease in demand for
commercial rental space as a result of the degiadonomy. The Company recorded a loss of apprdzign@3.7 million during fiscal 2002
for the remaining costs related to the preexist#ge, including rental payments, capitalized lealskimprovements, and furniture and
fixtures, as the leased property or improvemente im substantive future use or benefit. In Decerab81, we filed a complaint against
Extreme Networks Inc., the sublessor of the prgpereking repayment of lease payments and otbeepy charges for the period of July
2001 through December 2001 and seeking a declarti# the Company is not liable for any futurempants under the lease. No trial date
has been set and there is no assurance that theaDgmwill be successful in this matter.
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(6) Balance Sheet Components

Certain balance sheet components are as follows:

January 27, 2002 January 28, 2001

(As restated —see Note 2)
(in thousands)

Inventory:

Raw materia $ 13,367 $ 22,90¢

Work in-process 77,13( 12,05(

Finished good 123,38 55,42+
Total inventory $ 213877 $ 90,38(

At January 27, 2002, the Company had noncanceiabdatory purchase commitments totaling $541.0iamill

January 28,
January 27, 2002 2001
(in thousands)

Property and Equipment:
Purchased engineering softwi $ 33,717 % 25,64
Test equipmer 32,33( 13,34:
Computer equipmet 40,16¢ 24,69¢
Leasehold improvemen 36,72¢ 2,11C
Construction in proces 14,74* 8,57¢
Office furniture and equipme 12,88( 1,87:
170,56¢ 76,24¢
Accumulated depreciation and amortizat (50,447 (28,965
Property and equipment, r $ 120,12t $ 47,28(

Assets recorded under capital leases includedopguty and equipment were $12,467,000 and $4,9058®f January 27, 2002 and
January 28, 2001, respectively. Accumulated amaditin thereon was $4,249,000 and $3,979,000 asnofaly 27, 2002 and January 28,
2001, respectively.

January 27, January 28,
2002 2001

(As restated — see Note 2)
(in thousands)

Accrued Liabilities:

Accrued customer prograr $ 55627 $ 11,30:
Taxes payabl 62,92: 11,02¢
Accrued payroll and related expen: 16,38¢ 9,391
Other 6,272 514

Total accrued liabilitie: $ 14121 $ 32,23
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(7) Stockholders’ Equity
Common Stock Offering

In October 2000, the Company sold an additionad@,800 shares of its common stock to the publicy&drproceeds of approximately
$96.7 million, after deducting underwriting discésircommissions and expenses of the offering.

Convertible Preferred Stock

As of January 27, 2002, there are no shares oépesf stock outstanding and the Company has nerdyptans to issue any of the
authorized preferred stock except in referenc@ecagreement with Microsoft entered into on MarcB@0. The Company entered into an
agreement with Microsoft pursuant to which the Campagreed to develop and sell graphics chips@lideanse certain technology to
Microsoft and its licensees for use in the Xboxedadjame console under development by Microsothérevent that an individual or
corporation makes an offer to purchase shares ¢égjaalgreater than thirty percent (30%) of thestariding shares of the Company’s
common stock, Microsoft has first and last rightsedusal to purchase the stock.

2000 Nonstatutory Equity Incentive Plan

On August 1, 2000, the Company’s Board of Direcegproved the 2000 Nonstatutory Equity IncentivenRthe “2000 Plan”) to
provide for the issuance of the Company’s commooksto employees and affiliates who are not dinestofficers or 10% stockholders. The
2000 Plan provides for the issuance of nonstatugtwyk options, stock bonuses and restricted giaokhase rights. Options generally expire
in 10 years. The Compensation Committee appoingatidoBoard of Directors has the authority to amiérd2000 Plan and to determine the
option term, exercise price and vesting periodaafhegrant. Options generally vest ratably ovena-feear period, with 25% becoming vested
approximately one year from the date of grant &edrémaining 75% vesting on a quarterly basis theenext three years. A total of
16,939,202 shares were authorized for issuancer timel000 Plan. There were 64,210 shares availabfature issuance as of January 27,
2002.

1998 Equity Incentive Plan

The Equity Incentive Plan (the “1998 Plan”) was jtéd by the Company’s Board of Directors on Felyrdar, 1998 and was approved
by the Company’s stockholders on April 6, 1998 mammendment and restatement of the Company'’s thisting Equity Incentive Plan
which had been adopted on May 21, 1993. The 1988 provides for the issuance of the Company’s comstack to directors, employees
and consultants. The 1998 Plan provides for theaisse of stock bonuses, restricted stock purchglstsrincentive stock options or
nonstatutory stock options. On the last day of desdlal year, starting with the year ending Janigiry1999, the aggregate number of shares
of common stock that are available for issuanceaatematically to be increased by a number of shageial to five percent (5%) of the
Company’s outstanding common stock on such datkjdimg on an as-if-converted basis preferred stouk convertible notes, and
outstanding options and warrants, calculated usiadreasury stock method. There are a total 82166 shares authorized for issuance
and 9,352,045 shares are available for future issuas of January 27, 2002.

Pursuant to the 1998 Plan, the exercise pricenfritive stock options is at least 100% of therfarket value on the date of grant or
employees owning in excess of 10% of the voting groo¥ all classes of stock, 110% of the fair maskadtie on the date of grant. For
nonstatutory stock options, the exercise priceigens than 85% of the fair market value on the dégrant.
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Options generally expire in 10 years. Vesting pisiare determined by the Board of Directors. Howeabe initial options granted
generally vest ratably over a four year periodhv#5% becoming vested approximately one year fierdate of grant and the remaining -
vesting on a quarterly basis over the next threesyeSubsequent grants generally vest quarterlyaf@ur year period. Options granted prior
to December 1997 could be exercised prior to feiting. Any unvested shares so purchased werecsubja repurchase right in favor of the
Company at a repurchase price per share that wes ®qthe original per share purchase price. Tdi# to repurchase at the original price
would lapse at the rate of 25% per year over the-year period from the date of grant. As of January2D02, there were no shares subje
repurchase.

1998 Non-Employee Directors’ Stock Option Plan

In February 1998, the Board adopted the 1998 Nopi&yee Directors’ Stock Option Plan (the “Direct®an”) to provide for the
automatic grant of options to purchase shareseo€tbmpany’s common stock to directors of the Compamo are not employees or
consultants of the Company or of an affiliate &f @ompany. Under the Directors Plan, whereby nopl@yee directors who are elected or
appointed for the first time are automatically deah200,000 non-qualified stock options (“Initiala@t”). On the day following each annual
meeting, non-employee directors shall be granteopdion to purchase 80,000 shares of common stedleach noremployee director who
a member of a Committee shall be granted an optigrurchase 20,000 shares of common stock (“An@Guaht”); however, if the person has
not been serving on the Board or committee sinegtlor year annual meeting, then the number afeshgranted will be reduced pro rata for
each full quarter prior to the date of grant dunivitich such person did not serve as an non-empldiyeetor.

Initial Grants vest monthly over a four-year perat become exercisable on the fourth anniverdathyeodate of grant. Options under
the Annual Grant vest monthly over a one year pplegiod become exercisable on the one-year anniyevé#ite date of grant if the director
has attended at least 75% of the regularly schdduketings. If the director fails to attend at te&6 of the regularly scheduled meetings,
then options will vest annually over four yeardduling the date of grant at the rate of 10% perr yeathe first three years and 70% for the
fourth year and the entire option will become eigalsle on the four-year anniversary of the datgraht. The exercise price for such options
is at least 100% of the fair market value on thie dé grant. No option granted under the DirecRlen may be exercised after the expiration
of 10 years from the date it was granted.

The Compensation Committee administers the Direddan. A total of 1,200,000 shares have been dmtltband issued under the
Directors Plan of which none is available as ofudam 27, 2002. In July 2000, the Board of Directmgended the 1998 Plan to incorporate
the automatic grant provisions of the DirectorsPFRuture grants will be made out of the 1998 Plan.

Employee Stock Purchase Plan

In February 1998, the Board approved the 1998 Eyel®&tock Purchase Plan (the “Purchase Plan"ure 1999, the plan was
amended to increase the number of shares resawes$fiance automatically each year at the endeo€ompany’s fiscal year for the next 10
years (commencing at the end of fiscal 2000 anéhgntD years later in 2009) by an amount equaPtoo? the outstanding shares of -
Company on each such date, including on an asni«eted basis preferred stock and convertible neies outstanding options and warrants,
calculated using the treasury stock method; pralittiat the maximum number of shares of common saweKable for issuance from the
Purchase Plan could not exceed 26,000,000 sharese @re a total of 12,098,527 shares authorizeidgoance. At January 27, 2002,
1,499,548 shares have been issued under the Pereleasand 10,598,978 shares are available fdrduissuance.
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The Purchase Plan is intended to qualify as an leyep stock purchase plan” under Section 423 ofXbeée. Under the Purchase Plan,
the Board has authorized participation by eligérieployees, including officers, in periodic offerinfpllowing the adoption of the Purchase
Plan. Under the Purchase Plan, separate offeringdseshall be no longer than 27 months. Undectheent offering adopted pursuant to the
Purchase Plan, each offering period is 12 months;hwis divided into two purchase periods of 6 nant

Employees are eligible to participate if they amptyed by the Company or an affiliate of the Compdesignated by the Board.
Employees who patrticipate in an offering generaiipy have up to 10% of their earnings withheld pamsto the Purchase Plan and applied,
on specified dates determined by the Board, tgthiehase of shares of common stock. The Board nw@gase this percentage at its
discretion, up to 15%. The price of common stocichased under the Purchase Plan will be equakttother of the fair market value of the
common stock on the commencement date of eactirgfperiod or 85% at the fair market value of tbenmon stock on the relevant
purchase date. Employees may end their participatithe offering at any time during the offeringripd, and participation ends
automatically on termination of employment with thempany and in each case their contributionseftended.

Stock-Based Compensation

The Company accounts for the 1998 Plan and 2000WRliag the intrinsic value method. As such, conspéion expense is recorded if
on the date of grant the current fair value perssiofithe underlying stock exceeds the exercisgeer share. With respect to certain options
granted during 1997 and the one month ended JaB1ai998, the Company recorded deferred compemsati$4,277,000 and $361,000,
respectively, for the difference at the grant datveen the exercise price per share and thedhieper share, based upon independent
valuations and management’s estimate of the féirevaf the Company’s common stock on the varioasgdates of the common stock
underlying the options. This amount was amortizegr the vesting period of the individual optionsngrally four years, and has been fully
amortized in fiscal year 2002.

As permitted under Statement of Financial Accoun@tandards No. 123, the Company has electedlawféiccounting Principles
Board Opinion No. 25 and related Interpretationadoounting for stock-based awards to employeesipéasation cost for the Company’s
stock-based compensation plans as determined tamtsigith SFAS No. 123, would have decreased reatnire to the pro forma amounts
indicated below:

Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000
(As Restated) (As Restated)

(in thousands, except per share data)

Net income $ 176,920 $ 98,46¢ $ 40,95¢
Net incom—pro forma $ 49,39 $ 53,277  $ 33,25¢
Basic net income per she $ 122 % 0.7t  $ 0.34
Basic net income per sh—pro forma $ 03 $ 041 $ 0.2¢
Diluted net income per sha $ 1.0 % 0.6z $ 0.2¢
Diluted net income per shepro forma $ 02¢ % 03: % 0.2
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For the purpose of the proforma calculation thevalue of shares purchased under the PurchaséhBéapeen estimated at the date of
purchase using the Black-Scholes option pricing ehadth the following assumptions:

Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000
Weighted average expected life (in mont 6 8 5
Risk free interest rai 4.7% 6.2% 5.1%
Volatility 83% 85% 70%

Dividend yield — — —

For the purpose of the proforma calculation thegivisd-average fair value of shares purchased uhdd?urchase Plan during the year
ended January 27, 2002, January 28, 2001 and JaB@a2000 was approximately $8.79, $7.04 and $2eXbectively.

For the purpose of the pro forma calculation, eievalue of options granted under the Companysksbption plans has been estimated
at the date of grant using the Black-Scholes optigeing model with the following assumptions:

Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000
Weighted average expected life (in ye: 4 4 5
Risk free interest rai 4.3% 5.7% 5.8%
Volatility 83% 85% 70%

Dividend yield — — —

For the purpose of the pro forma calculation, tleéghted-average per share fair value of optionatgchduring the years ended January
27, 2002, January 28, 2001 and January 30, 200@p@eximately $23.94, $13.02 and $6.77, respdygtive

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

Balances, January 31, 19
Authorized
Repurchase
Granted
Exercisec
Cancellec

Balances, January 30, 20
Authorized
Granted
Exercisec
Cancellec

Balances, January 28, 20
Authorized
Granted
Exercisec
Cancellec

Balances, January 27, 20

60

Number Weighted

Available of Shares Undet Average Price Per

for Grant Option Share
11,190,80 36,225,68 $ 1.2¢
7,723,84: — —
180,00( — —
(13,558,40) 13,558,40 5.4C
— (7,157,87) 8¢
3,243,401 (3,243,40) 1.57
8,779,65! 39,382,80 2.7
24,487,91 — —
(21,854,75) 21,854,75 20.2(C
— (9,020,611 1.8¢
1,667,58. (1,667,58) 7.37
13,080,40 50,549,35 10.3(
9,954,18: — —
(15,159,70) 15,154,70 38.1¢
— (12,282,95) 6.87
1,541,36! (1,541,36) 13.9(C
9,416,25! 51,879,72 $ 19.1¢

I ——
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In July 1998, the Board of Directors adopted altggm allowing employees to exchange some or fatheir existing unexercised
options to purchase common stock of the Compangpgtions having an exercise price of $1.58 pereshine repriced options retain the
same vesting schedule as the originally issueaogtibut the repriced options did not become esabbté until July 1999. Options to purch
approximately 5,014,000 shares of common stock wegrgced under this program. Stock options heléxsgcutive officers and directors
were not eligible for such repricing.

During fiscal 2000, the Company granted commonkstqations within the 1998 Plan to consultants fnvices rendered. The fair value
of all option grants to non-employees has beemestid using the Black-Scholes option pricing maéhg the following assumptions:
dividend yield—none; expected life—contractual terisk free interest rates—6.0% to 6.5%; volat#it$0%. The estimated fair value of
these options was $22,000 in fiscal 2000.

The following table summarizes information abowicktoptions outstanding as of January 27, 2002:

Options Outstanding Options Exercisable

Weighted Weighted Weighted
Average Average Average
Number Remaining Exercise Number Exercise

Range of Exercise Prices Outstanding Contractual Life Price Exercisable Price
$ 0.09— $ 0.09 590,82¢ 51 $ 0.0¢ 590,82t $ 0.0¢
0.33— 0.33 442 ,65( 56 $ 0.3¢ 442,65( $ 0.3t
0.66— 0.79 979,77¢ 58 $ 0.7t 979,77¢ $ 0.7t
1.04— 1.38 454 41¢ 6.C $ 1.3¢ 342,64: $ 1.31
1.58— 225 8,768,00: 6.4 $ 1.77 5,880,380 $ 1.7¢
4.09— 5.88 6,789,25! 7€ $ 4.8¢ 2,124,900 $ 4.5Z
8.66— 9.34 2,484,68: 8C $ 9.14 575,94¢ $ 9.1¢
1497 — 22.34 10,605,98 8.7 $16.8¢ 1,466,60. $ 16.6(C
24.63— 36.88 17,340,12 9.2 $32.7i 1,815,64. $ 30.0¢
39.53— 53.61 2,326,90! 9.6 $43.5¢ 25C $39.5:
65.47 — 65.47 1,097,10I 10.C $65.4i 0 —
$ 0.09— $65.47 51,879,72 82 $19.14 14,219,63 $ 7.44

I I

(8) 401(K) Plan

The Company has a 401(K) Plan (the “Plan”) covesulgstantially all of its United States employddsder the Plan, participating
employees may defer up to 20 percent of their @xeetirnings, subject to the Internal Revenue Seamual contribution limits.

(9) Financial Arrangements, Commitments and Contingncies
Convertible Subordinated Notes

In October 2000, the Company sold $300 million ¥R4 convertible subordinated notes (the “Notes”) @atober 15, 2007. Proceeds
net of issuance costs were $290.8 million. Issuaonsés are being amortized to interest expensestraight-line basis, which approximates
the interest rate method over the term of the ndtésrest on the Notes accrues at the rate of $¥2annum and is payable semiannually in
arrears on April 15 and October 15 of each yeanmencing April 15, 2001. The Notes are redeemaitieeaCompany’s option on or after
October 20, 2003. The Notes are convertible abfiimn of the holder at any time prior to the clo$dusiness on the maturity date, unless
previously redeemed or repurchased, into sharesrmamon stock at a
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conversion price of $46.36 per share, subject pjoshaient in certain circumstances. In the evera ftindamental change, as defined in the
Notes indenture, each holder of the Notes hasighé subject to certain conditions and restricsiolo require the Company to repurchase
Notes, in whole or in part, at a repurchase price08% of the principal amount, plus accrued irgete the repurchase date. In connec
with its debt financing arrangement, the Comparmyired certain direct, incremental costs from tipiadties who perform services that
assisted in the closing of the related transactibhsse costs totaling $9.2 million are includedéposits and other assets on the balance
and amortized using the straight line method olertérm of the financing.

Lease Obligations

In April 2000, the Company entered into leasestfonew headquarters complex in Santa Clara, GaldoThe first phase of two
buildings was completed in June 2001, and the skphase of one building was completed in July 200k last phase consisting of
approximately 125,000 square feet was completégbruary 2002. The $7.0 million in restricted cealating to letters of credit in place for
the developer of the new facility is expected tadleased in May 2002. The leases expire in 2082raziudes two seveyear renewals at tf
Company’s option. Future minimum lease payment&utitese operating leases total approximately $22dlion over the terms of the
leases and are included in the future minimum leakedule below.

In addition to the commitment of the new headquartthe Company has other office facilities undegrating leases expiring through
2016. Future minimum lease payments under the Coypaoncancelable capital and operating leases$ danuary 27, 2002, are as follows:

Year ending January Operating Capital

(in thousands)

2003 $ 20,77: $ 4,597
2004 21,65( 4,17t
2005 21,83¢ 2,10¢
2006 22,05 —
2007 22,81 —
2008 and thereaftt 125,67: —
Total $ 234,79 10,87:
L]
Less amount representing interest, at rates rariging 8% to 10% (1,119
Present value of minimum lease payme 9,751
Less current portio 3,89¢
Long term portior $ 5,86
L]

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

January 27, January 28,
2002 2001

(in thousands)
Classes of Property and Equipment:

Computer equipmer $  4,34¢ $ 3,36¢
Test equipmer 6,89/ 80¢%
Software and othe 1,22t 73€
12,467 4,90t

Accumulated depreciation and amortizat (4,249 (3,979
Leased property and equipment, $ 821¢ $ 92€
| |
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Rent expense for the years ended January 27, 280dary 28, 2001 and January 30, 2000 was apprteinii 3,832,000, $3,127,000
and $2,501,000, respectively.

Litigation

On May 19, 2000, the Company filed suit againstpBigues Matrox, Inc. and Systemes Electroniquesdwdttd. (collectively
“Matrox”) in Santa Clara County Superior Court glleg that Matrox’s efforts to prevent its currentidormer employees from pursuing
employment opportunities with the Company congtiinterference with prospective economic advangagkeunfair competition. The
Company’s suit sought, among other things, unsjgecihonetary damages, a declaration that Matraxrsidentiality and/or norcompetition
agreements are unenforceable under California taleadeclaration that its use of those agreemewt®ther tactics constitutes unfair
competition. On May 26, 2000, the case was traresfieio the San Jose Division of the United Statistribt Court for the Northern District of
California. On June 14, 2000, Matrox filed an ansdenying the Compang’claims and a counterclaim alleging trade secigappropriatior
intentional interference with contractual relati@ml unfair competition. Matrox’s California suiteks unspecified monetary damages and
injunctive relief. The Company filed an answerhstcounterclaim on July 7, 2000, denying all oftM&’s claims. Since then, the parties
have settled all of the pending litigation matteesween them. Pursuant to that settlement, thisudawas been dismissed with prejudice by
both parties without payment of any money to Matogxhe Company.

On February 19, 2002 an NVIDIA stockholder, Domi@iastaldo, on behalf of himself and purportediybehalf of a class of Company
stockholders, filed an action in the United Stadéestrict Court for the Northern District of Califoia, or the Northern District, against the
Company and certain officers of the Company, atiggiiolations of the federal securities laws agsiut of the Compang’announcement ¢
February 14, 2002 of an internal investigation@tain accounting matters. As of April 30, 2002pepximately 13 similar actions were filed
in the Northern District, along with three relatgtivative actions against the Company, certaiitsafxecutive officers, directors and its
independent auditors, KPMG LLP, in California SupeCourt and in Delaware Chancery Court, colleginthe Actions. The Actions allege
claims in connection with various alleged statermamd omissions to the public and to the secuntiakets and seek damages together with
interest and reimbursement of costs and expengéeg difigation. The derivative actions also se@gdrgement of alleged profits from insic
trading by officers and directors. The Actions iaréhe preliminary stages. No discovery has beerdaoted. The Company is obligated to
indemnify its officers and directors in connectisith the Actions and have insurance for such irdliais, to the extent of the limits of the
applicable insurance policies and subject to p@krgservations of rights. The Company intendgigorously defend these Actions. The
Company is unable, however, to predict the ultinatieome of the Actions. There can be no assurdrec€ompany will be successful in
defending the Actions and if the Company is unsssitg the Company may be subject to significantalges. Even if the Company is
successful, defending the Actions is likely to Bpansive and may divert management’s attention fotmer business concerns and harm our
business.

The SEC staff informed the Company in January 28@82it had concerns relating to certain accountivagters and that the SEC along
with the U.S. Attorney’s Office for the Northernddiict of California had authorized a private invgation into such matters. In accordance
with the suggestion and advice of the SEC staéf,Gbmpany launched a review of these matters. Qih 2¢ 2002, the Company announced
that the Audit Committee of the Board of Directbesl, with assistance from the law firm of Cooleyd@ard LLP and forensic auditors from
the firm of KPMG LLP, concluded its review and deténed that it was appropriate to restate the Camsdinancial statements for fiscal
2000, 2001 and the first three quarters of fis€8l2 The Audit Committee has worked in cooperatiith the SEC and has provided the SEC
with extensive information and the conclusionsh&f teview. Further actions by the SEC or other gawental or regulatory agencies with
respect to the Company or its personnel arisingbtlte restatement of its financial statementstber matters may take significant time, r
be expensive and may divert management'’s attefriom other business concerns and harm the Companugisess.
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The Company has been engaged with Microsoft irudsions related to pricing and volumes of the Xtlipset. These discussions and
the Company'’s agreement contemplated use of aphity to resolve matters and on April 23, 2002 fgéoft submitted the matter to binding
arbitration. Microsoft has requested that the eabiagn panel require that the Company supply chpsewhatever quantities are ordered by
Microsoft. Microsoft has also asked for damagesaftaged violations of the agreement and requébtathe arbitration panel reduce chipset
prices paid by Microsoft. The Company does notdyeliit has a requirements obligation to Microsoff @lans to submit its position to the
arbitration panel shortly. For sales of the Xboxdimecommunication processor, the Company has d@efeavenue in an amount equal to the
difference between the price being paid by Micrbaofl the price Microsoft claims it should be payilhis amount was approximately $1
million as of January 27, 2002, the end of the Canyfs fiscal 2002. The Company expects that it eaihtinue to defer such amount on
future sales of this processor until resolutiothef matter. The arbitration will be conducted innlNgork by a panel under the rules of the
American Arbitration Association.

There can be no assurance that the Company wilhpria the arbitration or continue to supply gragghand other processors for the
Xbox. If it does not prevail, the Company may @ dompelled to deliver Xbox processors at reduciing, resulting in reduced gross
margins, or a loss, on such processors; (ii) beired to reduce production and delivery of otharduicts in order to satisfy obligations to
Microsoft; (iii) be required to pay significant dages to Microsoft; or (iv) be subject to other reies that could have a material adverse
impact on the Company’s business. Even if the Complmes prevail, there can be no assurance tHatisisess will not be materially
harmed.

The Company is subject to other legal proceedibgsdoes not believe that the ultimate outcomengfaf these proceedings will have a
material adverse effect on its financial positioroeerall trends in results of operations. Howeifean unfavorable ruling were to occur in ¢
specific period, there exists the possibility ahaterial adverse impact on the results of operatadrihat period.

Management currently believes that resolving thneatters will not have a material adverse impadhenCompany’s financial position
or its results of operations. As of January 27,280d January 28, 2001, no accruals for thesergmaricies have been recorded. In additic
the above litigation, from time to time the Compasgubject to claims in the ordinary course ofibess, none of which is viewed to have a
material adverse impact on the Company’s busineisancial position if resolved unfavorably.

(10) Income Taxes

The components of income tax expense (benefithsifellows:

Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000
(As Restated) (As Restated)
(in thousands)
Current:
Federa $ — $ — $ 12,75
State 134 20t 1,041
Foreign 38,67< 10,13¢ —
Total current 38,801 10,34: 13,79:
Deferred:
Federa (43,739 (15,86¢€) (3,929
State (8,176 (11,339 (1,070
Foreign — — —
Total deferrec (51,919 (27,209 (4,999
Charge in lieu of taxes attributable to employecktoption plan: 88,93: 63,19¢ 10,61:
Total income taxe $ 75,82t $ 46,33¢ $ 19,41
| .| |
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Income before income taxes consist of the following

Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000
(As Restated) (As Restated)
(in thousands)
Domestic $ 39,61: $ 105,14 $ 60,37!
Foreign 213,13¢ 39,661 —
$ 252,74¢ $ 144,80t $ 60,37:
— — —

The provision for income taxes differs from the amtbcomputed by applying the federal statutory medax rate of 35% to income

before taxes as follows:

Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000
(As Restated) (As Restated)
(in thousands)

Tax expense (benefit) computed at Federal StatiRatg $ 88,46: $ 50,68 $ 21,13
State income taxes, net of federal tax bet (537) 2,547 1,672
Foreign tax rate differentii (7,489 (3,74%) —
Research and experimental cre (4,736 (3,279 (1,389
Change in valuation allowan: — — (4,789
Other 11¢ 13C 2,78¢
Total income taxe $ 75,82t $  46,33¢ $ 19,410
L] L} L]

The tax effect of temporary differences that giies to significant portions of the deferred tazeds are presented below:

January 27,
2002

January 28,
2001

(in thousands)

Net operating loss carryforwar $ 141,88 $ 3,21¢
Accruals and reserves, not currently deductibledgmpurpose 20z 10,00¢
Property, equipment and intangible as: 22¢ 9,82(
Research and other tax credit carryforwe 46,06( 9,37¢
Total gross deferred tax ass 188,37( 32,42(
Less valuation allowanc (104,036 —
Net deferred tax asse $ 84,33 $ 32,42

| |

A valuation allowance was not established for figear ended January 28, 2001 as management betliewas more likely than not th
future operations would generate sufficient taxamd®me to realize the deferred tax assets. Foalfigear ended January 27, 2002, the
Company established a valuation allowance on deddax assets attributable to certain net oper&isgyand tax credit carryforwards
resulting from the exercise of employee stock omid he tax benefit of these net operating losstaxdredit carryforwards, when realized,
will be accounted for as a credit to stockholderlity.

The Company has not established a deferred taiktyadin a cumulative total of approximately $236élllion of undistributed earnings
as of January 27, 2002 for certain non-U.S. suaisah, as the Company intends to reinvest thesgngarindefinitely in operations outside
the United States.
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As of January 27, 2002, the Company had FederaCafitbrnia net operating loss carryforwards of epgmately $372.8 and $114.0
million, respectively. The federal net operatingd@arryforward will expire in fiscal year 2022dahe California net operating loss
carryforward will expire in fiscal year 2012. As @dnuary 27, 2002, the Company has federal resaactbxperimentation tax credit
carryforwards of approximately $18.7 million thathexpire in fiscal year 2022, California reseaiid experimentation tax credit
carryforwards of approximately $26.0 million thaaybe carried over indefinitely, and other Califarstate tax credit carryforwards of
approximately $1.3 million that will expire in fiatyear 2010. Utilization of net operating lossed tax credit carryforwards may be subject
to limitations due to ownership changes and otingitdtions provided by the Internal Revenue Codé similar state provisions. If such a
limitation applies, the net operating loss anddiedit carryforwards may expire before full utilizan.

(11) Microsoft Agreement

On March 5, 2000, the Company entered into an aggaewith Microsoft in which the Company agreeddencertain terms and
conditions, to develop and sell processors forimgiee Xbox video game console. On February 141286 Company announced that its
Xbox IGP and Xbox media communications processoeweeased to Taiwan Semiconductor Manufacturiagp@any, or TSMC, for
prototype fabrication. These processors are fateican a .15-micron process technology and comuesbipment began in July 2001. In
April 2000, Microsoft paid the Company $200.0 naitliunder the agreement as an advance against poogeschases. This advance has
been fully utilized due to purchases made by Micfohrough the quarter ended April 28, 2002 ang@rigkoft is currently paying in advance
for processor chipsets sold to it.

The Company has been engaged with Microsoft inudsions related to pricing and volumes of the Xtlipset. These discussions and
the Company'’s agreement contemplated use of aphity to resolve matters and on April 23, 2002 fgéoft submitted the matter to binding
arbitration. Microsoft has requested that the eabiagn panel require that the Company supply chipsewhatever quantities are ordered by
Microsoft. Microsoft has also asked for damagesafteged violations of the agreement and requdkizithe arbitration panel reduce chipset
prices paid by Microsoft. The Company does notdyeliit has a requirements obligation to Microsoff @lans to submit its position to the
arbitration panel shortly. For sales of the Xboxdimecommunication processor, the Company has d@efeavenue in an amount equal to the
difference between the price being paid by Micrbaofl the price Microsoft claims it should be payihis amount was approximately $1
million as of January 27, 2002, the end of the Canyfs fiscal 2002. The Company expects that it aaihtinue to defer such amount on
future sales of this processor until resolutiothef matter. The arbitration will be conducted innlNgork by a panel under the rules of the
American Arbitration Association.

(12) Long-term Software Licensing Agreement

On April 12, 1999, the Company entered into a $hailllon five-year software licensing agreementtwét supplier in the electronic
design automation industry. Under this agreeméet$t0.0 million was due in two installments. Thistfinstallment was settled in June 1999
for 975,608 shares of the Company’s common stottkedsat $5.0 million. The second installment watiesg in cash on March 31, 2000.

(13) Stock Repurchase Agreement

In June 1999, the Company repurchased 1,714,288ssbhthe Company’s common stock from a majorarast in settlement for a
portion of then outstanding accounts receivabléhénamount of $7.5 million.
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(14) Segment Information

The Company operates in a single industry segntfemidesign, development and marketing of 3D grapaic media communication
processors and related software for PCs, worksistmd digital entertainment platforms. The Compsaalief operating decision maker, the
Chief Executive Officer, reviews financial inforn@t presented on a consolidated basis for purpafsesmking operating decisions and
assessing financial performance. The followingdatlmmarizes information pertaining to the Compsuayperations in different geographic
areas as follows:

Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000
(in thousands)
Revenue:
U.S. and North Americ $ 24369 $ 77,80¢ $ 103,60¢
Asia Pacific 1,071,721 556,08t 208,83:
Europe 54,04¢ 101,36° 62,06¢
Total revenus $ 1,369,47. $ 73526: $ 374,50!
| | |
Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000
(in thousands)
Long-lived assets:
U.S. and North Americ $ 26827. $ 86,07 $ 44,45
Asia Pacific 462 73
Europe 1,25¢ 54t —
Total lon¢-lived asset: $ 26999 $ 86,690 $ 44,45]
| | |

Revenues to significant customers, those repreggapproximately 10% or more of total revenue far tespective periods, are

summarized as follows:
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Year Ended Year Ended Year Ended
January 27, January 28, January 30,
2002 2001 2000
Revenue:

Customer A 14% 4% 3%
Customer E — — 15%
Customer C — 5% 17%
Customer C 10% 5% —
Customer E 20% 25% 15%
Customer F 7% 9% 10%
Customer C 7% 11% 5%



Accounts Receivable:
Customer A
Customer E
Customer C
Customer C
Customer E
Customer F
Customer C

NVIDIA CORPORATION AND SUBSIDIARIES
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(15) Quarterly Summary (Unaudited)

See Note 2 for nature of adjustments.

Statement of Operations
Data:

Revenue:

Cost of revenue

Gross profit

Net income

Basic net income
per share

Diluted net income
per share

Statement of Operation
Data:

Revenue!

Cost of revenue

Gross profit

Net income

Basic net income
per share

Diluted net income
per share

As of January 27, 2002

As of January 28, 2001

Fiscal 2002
Quarters Ended

16%

9%
14%
7%
6%

4%
1%
3%
18%
7%
16%

Jan. 27, QOct. 28, July 29, April 29,
2002 2001 2001 2001
1) As Restated As Reported As Restated As Reported As Restated As Reported
(in thousands, except per share data)
$503,68¢ $36497¢ $ 370,24. $259,87% $ 260,25¢ $240,93. $ 240,93
314,37 231,50¢ 231,69¢ 157,63t 156,57: 146,71: 149,29!
189,31: 133,46¢ 138,54 102,23¢ 103,68t 94,22( 91,63
76,03: 41,31t 44,66 32,92¢ 33,57¢ 26,65( 25,861
$ 52 % 2¢ % 31 $ 22 % 24  $ A $ A8
$ 43 $ 24 % 2€  $ A $ 2 % A€ $ 1€
Fiscal 2001
Quarters Ended
Jan. 28, QOct. 29, July 30, April 30,
2001 2000 2000 2000
As As As As As As As As
Restated Reported Restated Reported Restated Reported Restated Reported
(in thousands, except per share data)
$219,79¢  $218,21¢ $197,66° $198,16' $169,31¢ $170,39¢ $148,48. $148,48:
136,31: 135,84¢ 123,77! 124,64 105,33« 106,63: 96,96+ 92,97t
83,48 82,36¢ 73,89: 73,52 63,98¢ 63,761 51,51¢ 55,50¢
31,817 31,06( 28,32( 28,06¢ 23,631 22,52: 14,69¢ 18,28
$ 23 % 23 % 21 % 21 % A8 % A7 08 A2 3 14
$ 20 % A9 08 A8 8 A7 0% A8 3 A4 08 08 9 A2
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Fiscal 2000
Quarters Ended

Jan. 30, Oct. 31, Aug. 1, May 2,
2000 1999 1999 1999
As
Restated As Reportec As Restate( As Reportec As Restate( As Reportec )
(in thousands, except per share data)
Statement of Operations Data
Revenue! $128,45! $128,45¢ $ 97,01¢ $ 97,01¢ $ 78,017 $ 78,017 $71,01¢
Cost of revenue 80,74« 79,80¢ 56,741 60,19¢ 49,22t 49,62t 45,94¢
Gross profit 47,71 48,64¢ 40,26¢ 36,82( 28,79: 28,39: 25,07
Net income 14,59: 14,58 13,02¢ 10,56 7,071 6,68¢ 6,261
Basic net income per she $ A2 0% A2 0 $ A1 0% 0 3 .06 $ 0€E $ .05
Diluted net income per sha $ AC 0% AC % 0 3 07 % 0t % 08 $& .04

(1) As compared to the amounts announced by the Conqafgbruary 14, 2002, revenue for the quarteréddauary 27, 2002 was
increased by $3.750 million, cost of revenue wasiced by $1.615 million, net income was increase#i3070 million and diluted net
income per share increased by $0.02 per s

(2) For the quarter ended May 2, 1999, there were aagés from previously reported amou
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SCHEDULE [I—VALUATION AND QUALIFYING ACCOUNTS

Description

Year ended January 27, 2C
Allowance for sales returns and allowan

Allowance for doubtful accoun

Year ended January 28, 2C
Allowance for sales returns and allowan

Allowance for doubtful accoun

Year ended January 30, 2C
Allowance for sales returns and allowan

Allowance for doubtful accoun

(in thousands)

Balance Balance
Beginning Charged to at End
Of Period Additions (3) Other Accounts Deductions of Period
$ 7,09 $ 17,17 — $ 867i(1) $15,58¢
| | | | |
$ 1311 $ 2,62¢ — $ 1,44€2) $ 2,49:
— — — —— —
$ 409 $ 12,43¢ — $ 943¢1) $ 7,09z
| | | | |
$2351 $ 1,98t — $ 3,0252) $ 1,311
— — — —— —
$ 2621 $ 4,54¢ — $ 3,08)(1) $ 4,09z
— — — —— —
$ — $ 23 — $ 442 $ 2,351
— — — —— —

(1) Represents amounts written off against the allowdacsales returr

(2) Uncollectible accounts written @

(3) Allowances for sales returns are charged to revehllmvances for doubtful accounts are chargedxmease:
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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 undersigrt thereunto duly authorized, on May 14, 2002.

NVIDIA Corporation

By: /sl 8N-H sunH uaNG

Jen-Hsun Huang
President and Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each persn whose signature appears below constitutes and apipts Jen-
Hsun Huang and Mary Dotz, and each or any one of #m, his true and lawful attorney-in-fact and agentwith full power of
substitution and resubstitution, for him and in hisname, place and stead, in any and all capacitigs, sign any and all amendments
(including posting effective amendments) to this R®ort, and to file the same, with all exhibits theréo, and other documents in
connection therewith, with the Securities and Exchage Commission, granting unto said attorneys-in-fas and agents, and each of
them, full power and authority to do and perform each and every act and thing requisite and necessatg be done in connection
therewith, as fully to all intents and purposes ake might or could do in person, hereby ratifying ad confirming all that said
attorneys-in-fact and agents, or any of them, or tkir or his substitutes or substitutes, may lawfullydo or cause to be done by virtue
hereof.

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

Signature Title Date

/sl JEN-H sunH uaNG President, Chief Executive Officer and Director May 14, 2002
(Principal Executive Officer)

Jen-Hsun Huang

/sl MARy D 071z Chief Financial Officer (Principal Financial and May 14, 2002
Accounting Officer)
Mary Dotz
/sl TENCHC OXE Director May 14, 2002
Tench Coxe
/sl JaMES C. GAITHER Director May 14, 2002

James C. Gaither

/sl HARVEY C. JONES Director May 14, 2002

Harvey C. Jones

/sl WiLLIAM J. MILLER Director May 14, 2002

William J. Miller

/sl A. BROOKES EAWELL Director May 14, 2002

A. Brooke Seawell

/sl MARK A. STEVENS Director May 14, 2002

Mark A. Stevens
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EXHIBIT 21.1
LIST OF REGISTRANT’'S SUBSIDIARIES



Percentage Owned By NVIDIA Corporation Country of Organization

NVIDIA Canada, Inc Canade

100%

NVIDA US Holding Company United State:
100%

NVIDA International, Inc. Cayman Island
100%

Percentage Owned By NVIDIA Holding Company

NVIDIA US Investment Compan United State:
100%

Percentage Owned By NVIDIA International, Inc.

NVIDIA Singapore Pte Lt Singapore
100%

NVIDIA Pty Limited Australia

100%

NVIDIA Ltd. United Kingdom
100%

Percentage Owned By NVIDIA Ltd.

NVIDIA GmbH Germany
100%

EXHIBIT 23.1
CONSENT OF INDEPENDENT AUDITORS

The Board of Directors
NVIDIA Corporation:

We consent to incorporation by reference in théstegfion statements on Form S-8 (Nos. 333-51538;231905 and 333-74868), on
Form S-3 (Nos. 333-74326, 333-33560, 333-47102,;450), and on Form S-4 (No. 333406) of NVIDIA Corporation of our report dai
April 29, 2002, relating to the consolidated bakasbeets of NVIDIA Corporation and subsidiarie®fdanuary 27, 2002 and January 28,
2001 and the related consolidated statements ofrie¢ stockholders’ equity, and cash flows for eafctine years in the three-year period
ended January 27, 2002, and the related scheduieh weport appears in the January 27, 2002 amrepalt on Form 10-K of NVIDIA
Corporation.

/sl KPMG LLP

Mountain View, California
May 14, 2002

End of Filing
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