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PART |
ITEM 1. BUSINESS

Forward-Looking Statements

When used in this Annual Report on Form 10-K (tRegort”), the words “believes,” “plans,” “estimate’ “anticipates,” “expects,”
“intends,” “allows,” “can,” “will” and similar expr essions are intended to identify forwdabking statements. These are statements
relate to future periods and include statementatiet) to our corporate strategies, the featureqatailities, performance, benefits, product
and availability of our products and technologiesy license with Intel Corporation, the anticipatddte of shipments of Intel Corporation-
based MCP products, the importance of design wilresimportance and benefits of certain relationshipur employees, market share,
research and development, our backlog, seasonafityur products, our expectations regarding contjmetiand our competitive positic
development of new products, entry into new prodegiments, intellectual property, intellectual pedy litigation, payment of divident
sufficiency of our facilities, revenue, revenue ,ntaxes, evaluation of repatriation of foreign emgs, PCl Express, our gross mairg
inventories, product life cycles, average sellimggs, our WMP business, acceptance of our teclgyodmd products, our critical accounti
policies, Xbox revenue, expenses, mix of expenap#al expenditures, cash balances, results ofaifmns, currency exchange rates,
impact of recent accounting pronouncements, busiesuisitions, and our reliance on a limited numbé customers. Forwartboking
statements are subject to risks and uncertainties tould cause actual results to differ materidilgm those projected. These risks
uncertainties include, but are not limited to, thogsks discussed below and under Item 7, “ManaggimeDiscussion and Analysisf
Financial Condition and Results of Operati-Business Risks,as well as unanticipated decreases in averagergefirices of a particule
product, our inability to decrease inventory purskacommitments in a meaningful time frame, redndtiademand for or market accepta
of our products or our customergtoducts, defects in our products, the impact ahpetitive pricing pressure, new product announcemel
introductions by our competitors, disruptions in rotelationships with Taiwan Semiconductor Manufaictg Company, Unite
Microelectronics Corporation, International Busireesvlachines Corporation, Chartered Semiconductor tacturing, and other ke
suppliers, fluctuations in general economic corudig, failure to achieve design wins, the seasgnaiftthe PC and our other prodi
segments, international and political conditionlse tconcentration of sales of our products to atihinumber of customers, unfores
reductions in demand for our products, our abitibysafeguard our intellectual property, delays e tdevelopment of new products, dela:
volume production of our products, and developmentnd expenses related to litigation. These fodalaoking statements speak only a
the date hereof. We expressly disclaim any obbgatr undertaking to release publicly any updatesevisions to any forwardeoking
statements contained herein to reflect any changmir expectations with regard thereto or any changevents, conditions or circumstar
on which any such statement is based.

In the sections of this Report entitled “Businesand “Managemens Discussion and Analysis of Financial ConditiorddResults ¢
Operation” all references to “NVIDIA,” “we,” “us,” “our” or the “Company” mean NVIDIA Corporation and its subsidiaries, exospere
it is made clear that the term means only the pacempany.

" ou

NVIDIA, GeForce, SLI, GoForce, NVIDIA Quadro, NV/OhForce, TurboCache, PureVideo and the NVIDIA lag®e our trademark
or registered trademarks in the United States attteiocountries that are used in this document. We aefer to trademarks of ot
corporations and organizations in this document.

Overview

NVIDIA Corporation is a worldwide leader in grapkiand digital media processors dedicated to crgatioducts that enhance
interactive experience on consumer and professoraputing platforms. We design, develop and magkaphics processing units, or GP
media and communications processors, or MCPs, egiseinedia processors, or WMPs, and related softWaneproducts are integral tc
wide variety of visual computing platforms, incladi enterprise personal computers, or PCs, consi@s: professional workstatio
notebook PCs, personal digital assistants, cellpfemes, game consoles and digital media centeeswéfe incorporated in California
April 1993 and reincorporated in Delaware in AptB98. Our objective is to be one of the most imgnartand influential technolo
companies in the world.

Original equipment manufacturers, or OEMs, origidakign manufacturers, or ODMs, addeard manufacturers, system builders
consumer electronics companies worldwide utilizelDIM digital media processors as a core componémheir entertainment and busin
solutions. Our award-winning GPUs deliver supeperformance and crisp visual quality for B&sed applications such as manufactu
science, e-business, entertainment and educationcr@cally-acclaimed MCPs perform highly demanding multimeatiacessing for sect
broadband connectivity, communications and breakitin audio capabilities. Our WMPs deliver a grdatial experience by accelerat
graphics and video applications while implementiiegign techniques that result in high performamzkwdtra-low power consumption.






Industry Environment and Our Business
GPU Business

Programmable DirectX 9 Shader Model 3.0 GPU%he combination of the programmable GPU with M#aft Corporatiors, ol
Microsoft’s, DirectX 9 highlevel shading language are known as DirectX 9 GHUs.flexibility and power of DirectX 9 GPUs canhamct
high-definition digital video, image processing agditing for digital photographs, as well as brangcinematic look”to computer graphic
Technology and market leadership in this generatio@PUs is a key element of our corporate stratéyyiscal 2005, our strategy was
regain architectural and technology leadershipelayling the industry with the first GPU to suppoirtebtX 9 Shader Model 3.0the GeForc
6 Series of GPUs. Beginning with the GeForce 6&0QHe enthusiast desktop segment, we introducaxirglete family of GeForce 6 GP!I
including the GeForce 6600 for the performance sagmand GeForce 6200 for the mainstream segmeivterbby next generation gan
such as id Software’s Doom 3 and Valve SoftwareadfHife 2, consumer awareness and demand grew foGetiorce 6 family throughc
our fiscal year. The GeForce 6 architecture is tisdfoundation for our most current notebook amdkstation GPU families.

MCP Business

MCPs. The NVIDIA nForce family of products represents ddCPs for Advanced Micro Devices, Inc., or AMbased deskto
notebook, workstation PCs and servditse NVIDIA nForce architecture is also the foundatfor our chipset that we sell to Microsoft foe
Microsoft Xbox gaming console. To date, the NVIDikorce family of MCPs has received hundreds ofoeidit recommendations, includi
more than 50 prestigious Editors’ Choice Awards.IDIM\ nForce2 products are designed to offer beatlass performance and feature
media and communications support for AMD Sempratfpims. NVIDIA nForce3 products, which consist of the NVIDIA nFecNVIDIA
nForce3 Professional and NVIDIA nForce3 Go, ardgiesi to complement the latest B4-CPUs while delivering innovative technolog
for networking, storage and system performamceOctober 2004, we introduced the NVIDIA nForce€£M a new family of performan
PCI Express MCPs for AMD64 computing environmeinisJanuary 2005, we introduced the NVIDIA nForcefBssional MCP family, tt
industry’s only PCI-Express core-logic solutions AAMD Opteron processdoased server and workstation platforms. The NVIDFRorce3
NVIDIA nForce4 and NVIDIA nForce Professional fare# are designed to provide h-speed system performance, unparalleled s
networking and advanced storage solutions for AMIDéded desktop, workstation and server platforms.Nomember 19, 2004, v
announced a broad, multi-year créisgense agreement with Intel Corporation, or InfEhe agreement spans multiple product lines
product generations, and includes a multi-year sgtipgreement that grants us a license to implemezits front-side bus technologyve
believe that this agreement opens a significaniodppity for us to bring our NVIDIA nForce brand the Intel segment. We expeci
commence shipments of our first Intel-based MCRIpeb during the first quarter of fiscal 2006.

WMP Business

WMPs. Since our acquisition of MediaQ in fiscal 2004, dNiVIDIA GoForce WMP family has grown to include shew WMPs
including the GoForce3D 4800, GoForce3D 4500, Gogd000, GoForce 3000, GoForce 2150 and GoForde. 20@ goal of every devi
in the NVIDIA GoForce product family is to providehighperformance, visually rich multimedia experiencecefiular phones and handh
devices. These products deliver a great visualrgeqpee by accelerating graphics and video appbaoatiwhile supporting the most demar
features and capabilities. GoForce media processgkement innovative design techniques, both iglte chips and at the system le
resulting in high performance and long battery. [ifeese technologies enhance visual display capebjlimprove connectivity and minimi
chip and system-level power consumption. With iratowe technologies, such as ultoav power digital media processors, we believeri
cellular phones will be able to receive televispmograms, record digital video like a camcordegl#e video phone calls and be a port
game player. We see an exciting opportunity toawseresources and expertise in digital media pisinggo offer products for the multime
handset era.




Our Products

We have three major product groups: GPUs, MCPs \&iPs. Our GPU and MCP product lines are primariigorporated int
traditional consumer and professional computindf@ies, including consumer PCs, notebook PCs, watkss, servers and video ge
consoles. Our WMP product line is primarily incorgied into multimediaich cellular phones. Each of our product linedésigned t
provide the advanced processing of a combinatiographics and higlefinition video, audio, communications, networkisgcurity an
storage. Our products are designed to support atided the maximum performance for the most curgandards as determined by €
industry segment, and to provide a comprehensivefsieatures that enhance the overall operatiah mpatibility of each platform th
support.

GPUs. Our GPU products support desktop PCs, notebookaP@sprofessional workstations. We have three nfajmilies of GPUs
GeForce, Go and NVIDIA Quadro.

GeForce. The GeForce family represents our desktop GPUsrariudes the GeForce 6, GeForce FX and GeFoaedliés. Our mo:
advanced GPU family is the GeForce 6 series. Ioged in July 2004, the GeForce 6 architecture is srcond generation fu
programmable cinematic GPU and is our first GPWupport the Microsoft DirectX 9 Shader Model 3.@nstard. Our GeForce 6800 U
GPU is one of the semiconductor indussryhost complex application specific integrated uwits; or ASICs. The GeForce 6800 Ultra C
contains over 230 million transistors and is theéustry’s only mainstream GPU to incorporate 32floitingpoint precision. The GeFor
6800 class of GPUs is designed for the enthusiasswmer segment. In August 2004, we introduced@kEorce 6600 GPU, which
designed for the performance consumer segmentjra@ttober 2004, we introduced the GeForce 6200 GRtich is designed for tl
mainstream consumer segmeini. December 2004, we launched our GeForce 6200 ®Rb TurboCache technology. TurboCa
technology is a new, patent pending hardware affilvae technology that we believe is redefining frice/performance metrics -
mainstream PCs. TurboCache technology allows thd ®Render directly to system memory instead afigidocal frame buffer memory
the graphics card, thereby lowering on-board memequirements and enabling OEMs and system builidedeliver entrylevel PCs wit|
advanced GPU features and performance levels fearigu to those of integrated graphidfie GeForceFX and GeForce4 currently deliy
balance of performance and features for the maastraccelerated graphics port-based, or AGP-bB§zdegments.

GeForce Go and NVIDIA Quadro Gdhe GeForce Go and NVIDIA Quadro Go families représour notebook GPUs and include
GeForce 6 Go, GeForce FX Go, GeForce4 Go, NVIDIAadaFX Go and NVIDIA Quadro4 Go GPUs. These GPldsdasigned to deliv
desktop graphics performance and features for p@ltiotebook configurations from desktop replacememultimedia notebooks and thin-
andlights to mobile workstations. The GeForce Go puatgiiare designed to serve the needs of both cdeparsd consumer users. -
NVIDIA Quadro Go products are designed to servertbeds of workstation professionals in the areprofluct design and digital cont
creation.

NVIDIA Quadro.The NVIDIA Quadro branded products are robust, fpghformance workstation solutions for the profesalaser the
are available for the high-end, mid-range, entieleand multidisplay product lines. The NVIDIA Quadro family, weh consists of tF
NVIDIA Quadro FX, NVIDIA Quadro4 and the NVIDIA Quo NVS workstation solutions are designed to ntleetneeds of a number
workstation applications such as industrial proddesign, digital content creation, nbnear video editing, scientific and medi
visualization, general purpose business and fimhitrgiding. NVIDIA Quadro products are fully ceitifl by several software developers fo
professional workstation applications, and aregtesi to deliver the graphics performance and gocigequired by professional applicatic

Other. In addition to the production launch of the GeFoécéamily during fiscal 2005, we also introducechamber of technolog
initiatives that are designed to extend the redabuo GPUs and expand the reach of the PC. We eddhe industry-standard mobile PCI-
Express module, or MXM, notebook GPU module, whilkdesigned to enable faster adoption of GPUs tebumks. We invented scala
link interface, or SLI, which brought extreme mu®PU graphics to enthusiasts and enabled a new dad3Cs called Gamir
Supercomputers. PureVideo technology is the PCsingg first programmable video architecture and bringasumer electronics qual
video to PCs. TurboCache technology introducediteeframe bufferless GPU, making modern GPUs more affordable gsaleburdene
with less dynamic random-access memory cost. E&t¢hege innovations are industry firsts and haweeired industrywide support ar
acclaim.




MCPs. Our MCP product family, known as NVIDIA nForce, gapts desktop PCs, notebook PCs, professional waiiies and servel
We also provide a derivative of the NVIDIA nForog#ipset for the Microsoft Xbox video game console.

NVIDIA nForce.The NVIDIA nForce family represents our MCPs for Bvbased desktop PCs, notebook PCs, workstationseamdr:
includes the NVIDIA nForce2, NVIDIA nForce3, NVIDIAForce4 and NVIDIA nForce Professional. We definBICP as a singlehip ol
chipset that can offsad system functions, such as audio processingiatwdork communications, and perform these operatindependent
from the host central processing unit, or CPU. TWEDIA nForce2 integrates a comprehensive set oftimedia capabilities, such as two-
dimensional, or 2D, three-dimensional, or 3D, difitideo disc, or DVD, higldefinition television, or HDTV, Dolby Digital audiplaybacl
and fast broadband and networking communicationélDNA nForce2 is a twoehip solution, which includes either a System Bla
Processor, or SPP, or an Integrated Graphics Pacesr IGP, combined with a MCP. The NVIDIA nFdectamily is designed to |
compatible with AMDS Sempron microprocessors. The NVIDIA nForce2 cpnfition is determined by the OEM or system buildée
NVIDIA nForce3 and NVIDIA nForce4 families are sla-chip MCPs, designed to be compatible with AMD64d &@pteron 6&it CPUs. Th
NVIDIA nForce3 products which consist of the NVIDIAForce3, NVIDIA nForce3 Professional and NVIDIAarEe3 Go, are designed
complement the latest @it CPUs while delivering innovative technologies fnetworking, storage and system performance. N&
nForce4 products, which consist of NVIDIA nForcetld\NVIDIA nForce4 Professional, are designed tovgie SLI and PCI Express supf
for AMD64 and Opteron-based platforms.

Xbox. Our Xbox platform processor supports Microsoft'soxXbvideo game console. The Xbox platform processor features dual-
processing architecture, which includes our GPUgthesl specifically for the Xbox, or XGPU, and ouilC# to power the Xbog’ standot
graphics, audio and networking capabilities. ThePXiGis a programmable 3D processor that containe i@t 60 million transistors. T
MCP is based on two powerful digital signal processwith 4 billion operations per second dedicate@D audio and network processi
The MCP performs the processing for the broadbataarking functions and high-speed peripherals.

WMPs. Our WMP product family, known as GoForce, suppbdasdheld personal digital assistants, or PDAs cafidlar phones.

GoForce.The GoForce family represents our WMPs for a walege of cellular and handheld devices. The GoFai€® and 2150 a
two of the first WMPs to offer hardware acceleratiengines for 2D graphics to manufacturers thapsrtidiquid crystal display, or LCI
screen resolutions up to 320 x 240 pixels. The G#-&000 and 4000 offer a host of advanced featimesellular phones and PD/
including support for up to Begapixel image capture, accelerated graphics darigg, and motion Joint Photographic Experts Grau
JPEG, capture and playback. Our GoForce 3D 4003 45d 4800 WMPs are the first to provide progratim&D shaders, along with high-
quality multi-megapixel still image and video presing in a singlehip package. Using dedicated hardware acceleeaigines, the GoFor
family delivers high performance multimedia appiicas and drives highesolution displays, while extending handheld lvgttiée through i
variety of unique power management techniques.

Our Strategy

We design our GPUs, MCPs and WMPs to enable owetse of PC OEMs, ODMs, system builders, motheidb@ard addn boarc
manufacturers, and cellular phone and consumetretécs OEMs, to build award-winning products byliekring state-of-theart features
performance, compatibility and power efficiency lghinaintaining competitive prices. We believe thgtdeveloping 3D graphics, high-
definition video and media communications solutidhat provide superior performance and addreskélyerequirements of each of
product segments we serve, we will accelerate doptéon of highdefinition digital media platforms and devices tigbout these segmer
We combine scalable architectural technology withssnmarket economies-s€ale to deliver a complete family of products thpan
performance workstations to consumer PCs to mutltaagch cellular phones.
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Our objective is to be the leading supplier of parfance GPUs, MCPs and WMPs for a broad range sitale PCs, workstatior
notebooks, video game consoles, Internet appliat@sihelds and any future computing device witlisplay. Our current focus is on
desktop PC, workstation, notebook PC, servers,tmatliarich cellular phones and video game console prolilues, and we plan to expe
into other product lines. Our strategy to achidwve tbjective includes the following key elements:

Build Award-Winning, Architecturally-Compatible 3Braphics, High-Definition Video, Media Communicasoand Ultratow Powe
Product Families for the PC, Handheld and DigitahtErtainment Platform. Our strategy is to achieve market share lesilerin thes
platforms by providing award-winning performance eatery price point. By developing 3D graphics, hdgfinition video and med
communications solutions that provide superior grenance and address the key requirements of tHatferms, we believe that we w
accelerate the adoption of 3D graphics and richalignedia.

Target Leading OEMs, ODMs and System Builder®Our strategy is to enable our leading PC, haltdand consumer electror
OEMs, ODMs and major system builder customers ffemintiate their products in a highly competitimearketplace by using our digi
media processors. We believe that design wins thigke industry leaders provide market validationwfproducts, increase brand aware
and enhance our ability to penetrate additionadlitega customer accounts. In addition, we believe thase relationships with OEMs &
ODMs will allow us to better anticipate and addregsstomer needs with future generations of our yctsd

Sustain Technology and Product Leadership in 3DpBies and High-Definition Video, and Media Commatimns and Ultrakow
Power. We are focused on using our advanced engimgeeapabilities to accelerate the quality and perémce of 3D graphics and high-
definition video, media communications and ultva- power processing in PCs and handheld devicdandamental aspect of our strateg
to actively recruit the best 3D graphics and hdgfinition video, networking and communications ieegrs in the industry, and we beli
that we have assembled an exceptionally experieanddtalented engineering team. Our research avelafement strategy is to focus
concurrently developing multiple generations of GPMCPs and WMPs using independent design teamaeAsave in the past, we inte
to use this strategy to achieve new levels of geaspmetworking and communications features antbpaance and ultrésw power design
enabling our customers to achieve award-winninfoperance in their products.

Increase Market Share We believe that substantial market share lvélimportant to achieving success. We intend téeaeha leadin
share of the market by devoting substantial ressute building award-winning families of produats & wide range of applications.

Use Our Expertise in Digital Multimedia We believe the synergy created by the comininaif 3D graphics and higtiefinition videc
and the Internet will fundamentally change the ywagple work, learn, communicate and play. We belidnat our expertise in higiefinition
graphics and system architecture positions uslfodréve this transformation. We are using our ekipe in the processing and transmissic
high-bandwidth digital media to develop productsigeed to address the requirements of high-bantveidibcurrent multimedia.

Sales and Marketing

Our worldwide sales and marketing strategy is apgay of our objective to become the leading sppf performance GPUs, MCPs i
WMPs for PCs, handheld devices and consumer etéctrglatforms. Our sales and marketing teams vetokely with each industry’
respective OEMs, ODMSs, system integrators, motrendananufacturers, add-board manufacturers and industry trendsetteriéeatively
our Channel, to define product features, perforreapeice and timing of new products. Members of saies team have a high leve
technical expertise and product and industry kndgdeto support a competitive and complex designpratess. We also employ a hig
skilled team of application engineers to assistGhannel in designing, testing and qualifying syst#esigns that incorporate our prodt
We believe that the depth and quality of our desigpport are key to improving the Channel’s timararket, maintaining a high level
customer satisfaction within the Channel and fasgerelationships that encourage customers toheseéxt generation of our products.

In the GPU and MCP segments we serve, the salegggadnvolves achieving key design wins with legd@EMs and major syste
integrators and supporting the product design high volume production with key ODMs, motherboardmafacturers and add-boarc
manufacturers. These design wins in turn influetheeretail and system integrator channel that igiced by addn board and motherboe
manufacturers. Our distribution strategy is to waith a number of leading independent contract aeint manufacturers, or CEMs, ODI
motherboard manufacturers, aiidboard manufacturers and distributors each ofchviias relationships with a broad range of majoM&
and/or strong brand name recognition in the retaéinnel. In the WMP segments we serve, the sabeggs primarily involves achieving k
design wins directly with the leading handheld OEMm®l supporting the product design into higlume production. Currently, we sel
significant majority of our digital media processatirectly to distributors, CEMs, ODMs, motherboandnufacturers and add-boarc
manufacturers, which then sell boards and systeitts ur products to leading OEMSs, retail outletdaon a large number of syst
integrators. Although a small number of our cust@represent the majority of our revenue, their emstomers include a large numbe
OEMs and system integrators throughout the world.




As a result of our Channel strategy, our saledanesed on a small number of customers. Sales ¢mnEfechnology Co., Ltd., or Edo
accounted for 18% and sales to Microsoft accouftted3% of our total revenue for fiscal 2005. Edsnan independent distributor.

To encourage software title developers and pubfishe develop games optimized for platforms utiligiour products, we seek
establish and maintain strong relationships ingb#tware development community. Engineering andketarg personnel interact with &
visit key software developers to promote and diseaus products, as well as to ascertain produatiregpents and solve technical proble
Our developer program makes products availablet@ldpers prior to volume availability in orderd@ncourage the development of softv
titles that are optimized for our products.

Backlog

Our sales are primarily made pursuant to standardhpse orders. The quantity of products purchdsedur customers as well
shipment schedules are subject to revisions thkdctechanges in both the customerstuirements and in manufacturing availability.
semiconductor industry is characterized by sha fgme orders and quick delivery schedules. Intlaf industry practice and experience,
believe that only a small portion of our backlogh@n-cancelable and that the dollar amount assatiaith the norcancelable portion is n
significant. We do not believe that a backlog aarof particular date is indicative of future result

Seasonality

Our industry is largely focused on the consumedpeats market. Due to the seasonality in this mamkettypically expect to see stron
revenue growth in the second half of the calendar yelated to the back-to-school and holiday seaso

Manufacturing

We do not directly manufacture semiconductor wafesed for our products. Instead we utilize whatkiown as a “fabless”
manufacturing strategy for all product-line opergtsegments whereby we employ wocldss suppliers for all phases of the manufact
process, including wafer fabrication, assemblytiigsand packaging. This strategy uses the expedisndustryleading suppliers that ¢
certified by the International Organization for ifardization, or I1SO, in such areas as fabrica@msembly, quality control and assura
reliability and testing. In addition, this strategjows us to avoid many of the significant cosid aisks associated with owning and operz
manufacturing operations. Our suppliers are alsparsible for procurement of most of the raw materused in the production of «
products. As a result, we can focus our resourngzaduct design, additional quality assuranceketarg and customer support.

We utilize Taiwan Semiconductor Manufacturing Cagimn, or TSMC, International Business Machinesrg@oation, orIBM,
Chartered Semiconductor Manufacturing, or Charteasatl United Microelectronics Corporation, or UMG, produce our semiconduc
wafers. We then utilize independent subcontradmmerform assembly, testing and packaging of codycts.

Our GPUs, MCPs and WMPs are assembled, testedaahkeged by Advanced Semiconductor Engineering, Arilkehnology, STAT
ChipPAC Incorporated and Siliconware Precision bidas Company Ltd. We receive semiconductor prisd@om our subcontracto
perform incoming quality assurance and then shemtio CEMs, distributors, motherboard and addeard manufacturer customers from
Santa Clara, California warehouse and tlgisgity warehouse in Hong Kong. Generally, these rizaturers assemble and test the boards |
on our design kit and test specifications, and tt@p the products to retailers, system integrabtor® EMs as motherboard and aiddsoarc
solutions.




Inventory and Working Capital

Our management focuses considerable atteriormanaging our inventories and other working{edypélated items. We mane
inventories by communicating with our customers #rmeh using our industry experience to forecastatehon a product-bgroduct basi:
We then place manufacturing orders for our prodties are based on this forecasted dem@hd.quantity of products actually purchase:
our customers as well as shipment schedules arecsuio revisions that reflect changes in both tustomers’requirements and
manufacturing availability. We generally maintairbstantial inventories of our products because semiconductor industry is character
by short lead time orders and quick delivery schesiu

Research and Development

We believe that the continued introduction of newd @nhanced products designed to deliver leadingrdphics, high definition vide
audio, ultralow power communications, storage, and secure mktag performance and features is essential tofoture success. O
research and development strategy is to focus nouceently developing multiple generations of GPM§&Ps and WMPs using indepenc
design teams. Our research and development efioetperformed within specialized groups consistifigoftware engineering, hardw
engineering, very large scale integration, or VLd&sign engineering, process engineering, architeetnd algorithms. These groups act
pipeline designed to allow the efficient simultanga@evelopment of multiple generations of products.

A critical component of our product developmenbeffis our partnerships with leaders in the compatded design, or CAD, indust
We invest significant resources in the developmantelationships with industry leaders, includingdgnce Design Systems, Inc.,
Synopsys, Inc., often assisting these companid®iproduct definition of their new products. Wdidee that forming these relationships
utilizing nextgeneration development tools to design, simulatevemify our products will help us remain at thegfvont of the 3D graphit
market and develop products that utilize leadige technology on a rapid basis. We believe thigaach assists us in meeting the
design schedules of PC manufacturers.

We have substantially increased our engineeringtectthical resources from fiscal 2004, and hav811fall-time employees engagec
research and development as of January 30, 20@fared to 1,057 employees as of January 25, 200dndfiscal 2005, 2004 and 20!
we incurred research and development expenditd$335.1 million, $270.0 million and $224.9 milliprespectively.

Competition
The market for GPUs, MCPs and WMPs for PCs, hanidhahd consumer electronics is intensely competaivd is characterized

rapid technological change, evolving industry stadd and declining average selling prices. We beltbat the principal competitive fact
in this market are performance, breadth of prodiftdrings, access to customers and distributiomiobks, backwarderward softwar

support, conformity to industry standard APls, nfaoturing capabilities, price of digital media pessors and total system costs of audd-

boards or motherboards. We expect competitiondrease both from existing competitors and new nmarkeants with products that may
less costly than ours, or may provide better perforce or additional features not provided by oodpcts. In addition, it is possible that r
competitors or alliances among competitors coulérgm and acquire significant market share.

We expect substantial competition from Inggbublicized focus on moving to selling platforniugimns dominated by Intel products, s
as the Centrino platform. An additional significaaturce of competition is from companies that mtever intend to provide GPU, MCP ¢
WMP solutions for the PC, consumer electronicslaanatiheld segments. Our competitors include thewviatig:

« suppliers of MCPs that incorporate a combinatior8Df graphics, networking, audio, communications émgut/Output, or 1/C
functionality as part of their existing solutiorssich as ATl Technologies, Inc., or ATI, Broadconrfwation, or Broadcom, Inti
Silicon Integrated Systems, Inc. and VIA Technadsgilnc., or VIA,

« suppliers of standalone desktop GPUs that incotpdd® graphics functionality as part of their exigt solutions, such as A"
Creative Technology, Matrox Electronics Systems httl XGI Technology, Inc.;
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« suppliers of standalone notebook GPUs that incatpoBD graphics functionality as part of their &rig solutions, such as A
Silicon Motion Corporation, and the joint ventuogrhed by SONICblue Incorporated (formerly S3 Inawgted) and VIA; and

« suppliers of WMPs for handheld devices that incoaie advanced graphics functionality as part oir teisting solutions, such
ATI, Renesas Technology, Broadcom and Seiko-Epson.

If and to the extent we offer products outsidehaf PC, consumer electronics and handheld segmemtsay face competition from so
of our existing competitors, as well as from comparwith which we currently do not compete. We aanaccurately predict if we w
compete successfully in any new segments we may.ent

Patents and Proprietary Rights

We rely primarily on a combination of patents, gathrks, trade secrets, employee and thady nondisclosure agreements and licer
arrangements to protect our intellectual propemtythie United States and internationally. Our isspatents have expiration dates fi
September 4, 2007 to December 11, 2022. We havenmws patents issued and pending in the Unite@$Staid in foreign countries. C
patents and pending patent applications relatediontlogy used by us in connection with our prosluacluding our digital media process:
We also rely on international treaties and orgaiupna and foreign laws to protect our intellectpedperty. We continuously assess whe
and where to seek formal protection for particiterovations and technologies based on such faetmrthe commercial significance of
operations and our competitorsperations in particular countries and regions; lt@tion in which our products are manufacturedt,
strategic technology or product directions in dif@ countries; and the degree to which intelldghwaperty laws exist and are meaningf
enforced in different jurisdictions.

Our pending patent applications and any futureiegtbns may not be approved. In addition, anyedsispatents may not provide us v
competitive advantages or may be challenged byl thérties. The enforcement of patents by others hzayn our ability to conduct a
business. Others may independently develop sulatgnéquivalent intellectual property or otherwigain access to our trade secret
intellectual property. Our failure to effectivelygbect our intellectual property could harm ouribass. We have licensed technology f
third parties for incorporation in our digital medirocessors, and expect to continue to entetiggnse agreements for future products. T
licenses may result in royalty payments to thirdtipa, the cross licensing of technology by us ayment of other consideration. If th
arrangements are not concluded on commerciallyredde terms, our business could suffer.

Employees

As of January 30, 2005 we had 2,101 employees,11g23vhom were engaged in research and developarahi870 of whom we
engaged in sales, marketing, operations and admaitive positions. None of our employees are cavénecollective bargaining agreeme
and we believe our relationships with our employaesgood.

Financial Information by Business Segment and Geogphic Data

During the second quarter of fiscal 2005, our clipérating decision maker, the Chief Executive €@ffj began reviewing financ
information presented on an operating segment f@sjzurposes of making operating decisions andsaésg financial performance. We r
report three produdine operating segments: the GPU business, whidonsposed of products that support desktop PCshnok PCs ar
professional workstations; the MCP business, wihéclskomposed of NVIDIA nForce and Xbox products; ahd WMP business, whi
supports handheld personal digital assistants atlidlar phones. In addition to these operating sags) we have the “All Otherdategonr
that includes human resources, legal, finance, rgémaeiministration and corporate marketing expenkaswe do not allocate to our ot
operating segments. “All Otheglso includes the results of operations of othescellaneous operating segments that are neithatidodlly
reportable, nor aggregated with another operataggnent. Revenue in the “All Othecategory is primarily derived from sales of mem
The information included in Note 15 of the Notedhe Consolidated Financial Statements is heretxyrporated by reference.
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Executive Officers of the Registrant

The following sets forth certain information regiagiour executive officers, their ages and thesithons as of January 30, 2005:

Name Age Position

Jen-Hsun Huang 41  President, Chief Executive Officer and Director
Marvin D. Burkett 62  Chief Financial Officer

Jeffrey D. Fisher 46  Executive Vice President, Worldwide Sales
David M. Shannon 49  Vice President, General Counsel

Di Ma 52  Vice President, Operations

Daniel F. Vivoli 44  Executive Vice President, Marketing

Jen-Hsun Huango-founded NVIDIA in April 1993 and has served asHtgesident, Chief Executive Officer and a membehefBoard ¢
Directors since its inception. From 1985 to 1993, Muang was employed at LS| Logic Corporationpeputer chip manufacturer, where
held a variety of positions, most recently as Oimeof Coreware, the business unit responsibld_®ifs “system-on-a-chip’strategy. Frot
1983 to 1985, Mr. Huang was a microprocessor desifpr Advanced Micro Devices, a semiconductor canyp Mr. Huang holds a B.S.E
degree from Oregon State University and an M.S.&egree from Stanford University.

Marvin D. Burkettoined NVIDIA as Chief Financial Officer in Septesb2002. From February 2000 until joining NVIDIA,rMBurket
was a financial consultant and served as Chiefrigiaa Officer of Arcot Systems, a security softwa@mpany. From 1998 to 1999, M
Burkett was the Executive Vice President and Chkiaefncial Officer of Packard Bell NEC. Mr. Burketlso previously spent 26 year
Advanced Micro Devices, Inc., or AMD, where he haldiariety of positions including Chief FinanciaffiCer, Senior Vice President a
Corporate Controller. Mr. Burkett holds B.S. andB\MA. degrees from the University of Arizona.

Jeffrey D. Fishehas been the Executive Vice President, WorldwidesSaf NVIDIA since July 1994. He has over 20 yeafrsales an
marketing experience in the semiconductor indusd¢hy. Fisher holds a B.S.E.E. degree from Purduevéisity and an M.B.A. degree frc
Santa Clara University.

David M. Shannoipined NVIDIA in August 2002 as Vice President gadneral Counsel. From 1993 to 2002, Mr. Shannoa Vesiiou:
counsel positions at Intel, including the most réqeosition of Vice President and Assistant Gen€alinsel. Mr. Shannon also practicec
eight years in the law firm of Gibson Dunn and Chetr, focusing on complex commercial and higbhnology related litigation. Mr. Shanr
holds B.A. and J.D. degrees from Pepperdine Unityers

Di Ma was Vice President of Operations from July 200@ulgh January 30, 2005. On January 31, 2005, Dr.cbtecluded hi
employment at NVIDIA. From 1990 to 2000, Dr. Ma wagh Standard Microsystems, most recently sendgaghe Senior Vice Presiden
Operations. Previously, Dr. Ma held managementtioosi in engineering at Motorola Inc., or Motorcdend was an adjunct professor at ¢
University of New York. Dr. Ma holds a B.S. in Pigsfrom the National Taiwan University and an Mdegree and a Ph.D. in Electri
Engineering from the State University of New York.

Daniel F. Vivolihas been Executive Vice President of MarketingesiDecember 1997. From 1988 to December 1997, MiolVheld
management positions, most recently as Vice PrasidieProduct Marketing, at Silicon Graphics, Ing.computing technology compa
From 1983 to 1988, Mr. Vivoli held various marketipositions at HewletRackard Company. Mr. Vivoli holds a B.S.E.E. dedreen the
University of lllinois at Champaign-Urbana.

Available Information

Our Annual Report on Form 10-K, quarterly repontskmrm 10-Q, current reports on FornkK&nd, if applicable, amendments to tr
reports filed or furnished pursuant to Section L3(fathe Exchange Act are available free of chawgeor through our Internet webs
http://www.nvidia.com, as soon as reasonably prabte after we electronically file such materiathwior furnish it to, the Securities ¢
Exchange Commission. Our website and the informationtained therein as connected thereto is nehd#d to be incorporated into
Annual Report on Form 10-K.




ITEM 2. PROPERTIES

Our headquarters complex is located on a leasedrsBanta Clara, California and is comprised wé fiuildings. Additionally, we lea
three other buildings in Santa Clara with one usgdvarehouse space and the other two used asdaé. sputside of Santa Clara, we ¢
space in Austin, Texas; Berkeley, California; Betae, Oregon; Bedford, Massachusetts; Bellevue,Aason; Chandler, Arizona; Durha
North Carolina; Greenville, South Carolina; Fortli®s, Colorado; Honolulu, Hawaii; and Redmond, \Magton. These facilities are usec
design centers and/or sales and administrativeefi

Outside of the United States, we lease space igapore; Taipei, Taiwan; Hsin Chu, Taiwan; Yokohadapan; Seoul, Korea; Beijir
China; Shanghai, China; Wanchai, Hong Kong; Bamgaltndia; Paris, France; Moscow, Russia; Munickri@any; and Theale, Engla
These facilities are used primarily to support customers and operations and as sales and adtiivistoffices. In addition, we lease sp
in Wurselen, Germany, which is used primarily aesign center.

We believe that we currently have sufficient fdigh to conduct our operations for the next twetwenths, although we expect to le
additional facilities throughout the world as owsess requires. For additional information regeyabligations under leases, see Note :
the Consolidated Financial Statements under thieeading “Lease Obligations,” which information eréby incorporated by reference.

ITEM 3. LEGAL PROCEEDINGS
3dfx

On December 15, 2000, NVIDIA Corporation and on®@wif indirect subsidiaries entered into an agreérepurchase certain grapr
chip assets from 3dfx. The 3dfx asset purchasedlos April 18, 2001. In May 2002, we were servath\wa complaint filed by the landlo
of 3dfx’s San Jose, California commercial real estate ldas@ctober 2002, 3dfx filed for Chapter 11 bargkny protection in the Unite
States Bankruptcy Court for the Northern DistritiGalifornia. In December 2002, we were served witbomplaint filed by the landlord
3dfx’s Austin, Texas commercial real estate ledde landlords’complaints both assert claims for, among othergthinnterference wi
contract, successor liability and fraudulent transThe landlordsare seeking to recover, among other things, amawésl on their leases
the aggregate amount of approximately $10 millionMarch 2003, we were served with a complaintdfi®y the Trustee appointed by
Bankruptcy Court to represent the interests of3ti&x bankruptcy estate. The Trustee€omplaint asserts claims for, among other th
successor liability and fraudulent transfer. Theistees complaint seeks additional payments from us,afmeunt of which has not be
quantified. The landlordsictions have been removed to the Bankruptcy Coum the Superior Court of California and consokdhbtvith the
Trustee’s action for purposes of discovery. Discgvs currently proceeding and no triaflate has been set. We believe the claims as
against us are without merit and we will contino@e¢fend ourselves vigorously.

Opti Incorporated

On October 19, 2004, Opti Incorporated, or Opledia complaint for patent infringement against BA in the United States Distri
Court for the Eastern District of Texas. Opti ass#hnat unspecified NVIDIA chipsets infringe fivenlted States patents held by Opti. (
seeks unspecified damages for our conduct, atterfems and triple damages for alleged willful infégment by NVIDIA. NVIDIA filed ¢
response to this complaint in December 2004. Disgptias not begun and no trial date has been sebalieve the claims asserted again
are without merit and we will continue to defendsmives vigorously.

American Video Graphic:

In August 2004, a Texas limited partnership namedefican Video Graphics, LP, or AVG, filed three aegte complaints for pate
infringement against various corporate defendamsificluding NVIDIA) in the United States Distri€ourt for the Eastern District of Tex
AVG initially asserted that each of the approxinhathirty defendants sells products that infringee@mr more of seven separate patents
AVG claims relate generally to graphics procesdingtionality. Each of the three lawsuits targegedifferent group of defendants; one «
involves approximately twenty of the leading pemaromputer manufacturers, the PC Makers Casecaseinvolves the three leading vi
game console makers, the Game Console Case, andasaenvolves approximately ten of the leadingewidjame publishers, the Ge
Publishers Case. In November 2004, NVIDIA sought aas granted permission to intervene in two ofttiree pending AVG lawsuits, t
PC Makers Case and the Game Console Case. NV#diémplaint in intervention alleges both that tléepts in suit are invalid and that
the extent AVGS claims target NVIDIA products, the asserted patamne not infringed. Two other leading suppliefg@phics processil
products, Intel and ATI, have also intervened ia tases, ATI in both the PC Makers and Game CorGaée, and Intel in the PC Mak
Case.
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After some consensual reconfigurations proposethéywarious parties, in January 2005, the distetrt judge entered Docket Con
and Discovery Orders in the three lawsuits. The NP&kers case now involves four separate patentsisamdrrently scheduled for tr
beginning on September 11, 2006. The Game Consde {Dvolves a single patent and is currently saleeldfor trial beginning on Decemt
4, 2006. We believe that, to the extent Ag@ifringement allegations target functionalitytthaay be performed by NVIDIA products, th
claims are without merit, and we will continue ®fehd ourselves and our products vigorously.

We are subject to other legal proceedings, buteveal believe that the ultimate outcome of anyheke proceedings will have a mate

adverse effect on our financial position or ovetedihds in results of operations. However, if afiauarable ruling were to occur in &
specific period, there exists the possibility ghaterial adverse impact on the results of operatadrthat period.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of our sectdtgers during the fourth quarter of fiscal 2005.
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PART Il

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

Our common stock is traded on the Nasdaqg Natioredkbt under the symbol NVDA. Public trading of @ammon stock began
January 22, 1999. Prior to that, there was no pullarket for our common stock. As of March 4, 200& had approximately 4
stockholders of record, not including those shhidd in street or nominee name.

The following table sets forth for the periods iwatied the high and low sales price for our commogksas quoted on the Nasi
National Market:

High Low

Year ended January 29, 2006

First Quarter (through March 4, 2005) $29.60 $22.60
Year ended January 30, 2005

Fourth Quarter $24.96 $13.14
Third Quarter $15.89 $9.30
Second Quarter $24.11 $14.40
First Quarter $27.35 $20.63
Year ended January 25, 2004

Fourth Quarter $25.88 $17.08
Third Quarter $21.47 $15.26
Second Quarter $27.75 $13.55
First Quarter $14.83 $9.33

Dividend Policy
We have never paid and do not expect to pay casthedids for the foreseeable future.
Equity Compensation Plan Information
Information regarding our equity compensation plamduding both stockholder approved plans and-stogkholder approved plans, v

be contained in our definitive Proxy Statement wibpect to our Annual Meeting of Stockholders urtle caption "Compensatidbguity
Compensation Plan Information,” and is incorpordtgdeference into this report.
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Issuer Purchases of Equity Securities

On August 9, 2004, we announced a stock repurghaggam under which we may purchase up to $300l@mobf our common stoc
over a three year period through August 2007. Epeinchases will be made in the open market oriiagaly negotiated transactions, fr
time to time, in compliance with Rule 1A under the Securities Exchange Act of 1934, stilife market conditions, applicable le
requirements and other factors. Our stock repuschasgram does not obligate us to acquire anyquaati amount of common stock and r
be suspended at any time at our discretion. Tharcbpses will be funded from our available workicapital. During fiscal 2005, v
repurchased 2.1 million shares for a total cospgroximately $24.6 million. We did not repurchasg shares during the fourth quarte
fiscal 2005.

Total Number
of Shares

Approximate
Dollar Value of

Purchased as Shares that

Part of Publicly May Yet Be

Total Number Announced Purchased
of Shares Average Price Plans of Under the Plans

Period Purchased Paid per Share Programs or Programs
July 26, 2004 through August 22, 2004 1,075,000 $ 10.57 1,075,000 $ 288,642,28
August 23, 2004 through September 19, 2004 819,25! $ 12.8: 819,25! $ 278,133,05
September 20, 2004 through October 24, 2004 190,10( $ 14.61 190,10 ¢ 275,356,21

Total 2,084,35 $ 11.82 () 2,084,35:

(1) Represents average price paid per share dtmnthird quarter of fiscal 2005.

ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data should bedreaconjunction with our financial statements ahe notes thereto, and with ltenr
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operation3fie consolidated statement of income data fc
years ended January 30, 2005, January 25, 200damdry 26, 2003 and the consolidated balance slaégtas of January 30, 2005
January 25, 2004 have been derived from and shHmuletad in conjunction with our audited consoliddiaancial statements and the n
thereto included herein. The consolidated statemintcome data for the years ended January 272 28d January 28, 2001 is derived f
audited consolidated financial statements and thesnthereto which are not included in this Anrieaport on Form 1@. The consolidate
balance sheet data as of January 26, 2003, JagtaPP02 and January 28, 2001 is derived from addibnsolidated financial statements
the notes thereto which are not included in thisal Report on Form 10-K.
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Year Ended
January 30, January 25, January 26, January 27, January 28,
2005 2004 (A, B) 2003 (C,D) 2002 (E,F) 2001
(in thousands, except per share data)

Consolidated Statement of Income Data:
Revenue $ 2,010,03 $ 1,822,994 $ 190944 $ 1,369,47. $ 735,26¢
Gross profit $ 649,48¢ $ 528,87¢ $ 576,01: $ 519,23¢ $ 272,87¢
Income from operations $ 113,59 $ 90,157 $ 143,98t $ 241,73. $ 128,13!
Income before income tax expense $ 125,44 $ 86,67 $ 150,55 $ 252,74¢ $ 144,80t
Income tax expense $ 25,08¢ $ 12,25 $ 59,75¢ $ 75,82F $ 46,33¢
Net income $ 100,35¢ $ 74,41¢ $ 90,79¢ $ 176,92

$

$

Basic net income per share 0.6(

98,46¢

0.4¢ 0.5¢ $ 1.24 0.7t

B B B

$ $
$ $

Diluted net income per share 0.57 0.4z 0.54 $ 1.0 0.62
Shares used in basic per share computation 166,06. 160,92- 153,51: 143,01t 130,99¢
Shares used in diluted per share computation 176,55¢ 172,70° 168,39: 171,07 159,29«

January 30, January 25, January 26, January 27, January 28,
2005 2004 2003 2002 2001
(in thousands)

Consolidated Balance Sheet Data:

Cash, cash equivalents and marketable securities 670,04! $ 604,04: $ 1,02841 $ 791,37 $ 674,27"
Total assets 1,628,531 $ 1,399,34. $ 1,617,01' $ 1,503,17-$ 1,016,90:
Capital lease obligations, less current portion - $ 85€ $ 4,880 $ 5,861 $ 37¢
Deferred revenue 11,50( -- - $ 70,19 $ 200,00(

& B

@

Deferred income tax liability $ 20,75¢ $ 8,60¢ - - -
Long-term debt - - $ 300,00( $ 300,00( $ 300,00(
Long-term liabilities $ 8,35¢ $ 4,58 = - -
Total stockholders’ equity $ 1,178,260 $ 1,051,18 $ 932,68 $ 763,81¢ $ 407,10°

Cash dividends declared per common share - = = - -

(A) Fiscal 2004 included a charge of $3.5 milli@hated to the write-off of acquired research angettioment expense from the purchase of
MediaQ, Inc. that had not yet reached technolodaagibility and has no alternative future use.

(B) Fiscal 2004 included a charge of $13.1 milliortonnection with our convertible subordinatedeatgire redemption.

(C) Fiscal 2003 included $40.4 million in additibmavenue related to our settlement of our arbaratvith Microsoft regarding Xbox
pricing.

(D) Fiscal 2003 included a charge for stock opgachange expenses of $61.8 million related to persloassociated with cost of revenue
(for manufacturing personnel), research and devedop and sales, general and administrative of $6lon, $35.4 million and $20.2
million, respectively.

(E) Fiscal 2002 included $10.0 million of acquisiticharges attributable to expenses related taayuisition of assets from 3dfx.

(F) Fiscal 2002 included a charge of $3.7 milliefated to our relocation from our previous headguar
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations should &adrin conjunction with Selecte
Financial Data”, our consolidated financial statatseand related notes thereto, and the “BusinesissRSection at the end of this Item 7
well as other cautionary statements and risks destelsewhere in this Annual Report, before dagdo purchase, hold or sell shares of
common stock.

Overview
Our Company

NVIDIA Corporation is a worldwide leader in grapkiand digital media processors dedicated to crgaiioducts that enhance
interactive experience on consumer and professmoraputing platforms. We design, develop and magkaphics processing units, or GP
media and communications processors, or MCPs, egiseinedia processors, or WMPs, and related softWaneproducts are integral tc
wide variety of visual computing platforms, incladi enterprise personal computers, or PCs, consi@st professional workstatio
notebook PCs, personal digital assistants, cellpfemes, game consoles and digital media centeeswéfe incorporated in California
April 1993 and reincorporated in Delaware in AptB98. Our objective is to be one of the most imgnartand influential technolo
companies in the world.

Recent Developments
Sony Computer Entertainment Inc.

In December 2004, we announced that Sony Computtartainment Inc., or SCEI, and NVIDIA are jointligveloping a custom GF
incorporating our next-generation GeForce GPU a@dtIS$ system solutions for SCEI's next generatidayBtation.The collaboratio
includes licensing and royalties for the next gatien PlayStation as well as all derivatives, idahg next generation digital consur
electronics devices. In addition, we are licendsm@CEI software development tools for creatingdsiha and advanced graphics capabili
For fiscal 2006, we expect to recognize revenuappioximately $30 million from development and saiite license fees associated with
collaboration. Depending on the ultimate successhisf next generation platform, we expect to getegrstarting in fiscal 2007, rever
ranging from $50 million to $100 million annuallyom technology license fees and royalties overua §@ar period, with the possibility
additional royalties for several years thereafidre additional royalty stream will depend on the asd success of our technology in fu
digital consumer electronics devices such as digitavisions and media servers.

Intel Crost-license Agreement

On November 19, 2004, NVIDIA and Intel announcedttthe companies signed a broad, multi-year patesgslicense agreeme
spanning multiple product lines and product gefemat Additionally, the companies signed a my#ar chipset agreement granting NVIL
a license to implement Intel's frogide bus technology. We believe that this agreeropehs a significant opportunity for us to bring
NVIDIA nForce brand to the Intel segment. We exgeatommence shipments of our first li-based MCP product during the first quarte
fiscal 2006.

GeForce 6 Series

In April 2004, we announced our latest flagship G&chitecture, the GeForce 6 series. The GeForseriés offers a number of n
features, including a faster architecture than®eForce FX series, compliance with many of thestageftware standards and ohip videc
processors for high-definition encoding and decgdind direct-tdelevision playback. The GeForce 6 series offersenfiexibility for game
designers and graphic artists, while increasindopeance over our previous t@md product, the GeForce FX 5950. During the se
quarter of fiscal 2005, we launched the producsbipment of the GeForce 6800 Ultra, 6800 GT andO6&83e industrys first GPUs t
support Microsofts DirectX 9 Shader Model 3.0. During the third deaof fiscal 2005, we launched the production stept of the GeFor:
6600 GT and 6600, which are intended for the megast market, and the GeForce 6200, which deliversSeForce 6 Series architecture
performance to the value PC segment. In Decemht, 2@e introduced a version of the GeForce 6200 WitrboCache technology. NVID
TurboCache technology is a new, patent pendingwenel and software technology, which allows a GPtketaler directly to system mem
instead of using local memory on the graphics ciftany of the world's leading PC OEMs, system buitjeand addn card partners ha
announced plans to build systems and graphics cailidsng the GeForce 6200 with TurboCache tecbgyl
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In December 2004, we announced NVIDIA PureVidedbetogy, which brings consumer electronics qualigeo to PCs. PureVidi
technology eliminates the need for separate hawlwarchipsets and takes the load off the PC’s mpuitpose CPU. New notebooks
media centers powered by GeForce 6 with PureVidelrology are expected to be introduced to the etadon.

Peripheral Component Interconnect Express, or PXPrEss

The transition to PCI Express was central to outJ&nd MCP objectives during fiscal 2005. Industdogtion of PCl Express w
slower than expected during our fiscal 2005.

In February 2004, we announced a top-to-bottomIfaofiPCI Express GPUs. By using a PCI Express 4sigied interconnect, or H
which is a complex piece of networking technololgttperforms high-speed Hirectional interconnect protocol conversion, waeavable ti
transform our GeForce family of GPUs into PCI Exgsreompatible GPUs. In June 2004, we executed pstmiegy to deliver a full line
GPUs ready to support PCI Express chipsets. Osir BCl Express graphics solutions, the GeForce B&ks, were released for retail
during the second quarter of fiscal 2005. In Sepem2004, we announced the GeForce 6600 GT an@ekRerce 6600. In October 2004,
announced the GeForce 6200, our first native P@r&s GPUs. In November 2004, we announced thethaninGeForce Go 6800 GPU, 1
first native PCI Express GPU for notebook PCs.

In May 2004, we announced the Mobile PCI Expressd® Specification, or MXM. MXM was jointly develed by NVIDIA anc
leading notebook PC manufacturers in an efforictekerate the adoption of PCI Exprésssed notebooks in all market segments. MXM
open design specification that supports a wideearfgyraphics solutions from any GPU manufactuabowing system integrators maximi
flexibility for build-to-order with various graphics solutions. MXM alsov&ar as the primary delivery vehicle for our GeFdBae6 series
GPUs.

In August 2004, we announced that PCI-SIG, the f@pdoterest Group responsible for Conventional PRCI-X and PCI Expres
industry-standard 1/0 technologies, had added d@tir Express technology-based products to the ®iG-Integrators List, including GP
designed for workstations, desktop PCs and notePaxk

In February 2005, we announced the NVIDIA Quadro X 1400 mobile GPU for PCI Express, which provitles performanc
programmaubility, precision and quality that CAD, O@nd scientific applications require.

WMP Business

During the first quarter of fiscal 2005, Motorolac. announced their decision to incorporate ouF@oe 4000 in their upcoming n
line of 3G multimedia phones. In July 2004, we ameed that Samsung Electronics Co., or Samsungséladted our GoForce 2100 me
processor for the SCM500 Mobile Intelligent Terminal by Samsung, or MB;Tphone. We now have design wins with three ofwbdd's
top five cellular phone OEMs Motorola, Samsung and LG Electronics, Inc. In Seyier 2004, we unveiled the GoForce 3D 450C
world's first 3D WMP. In February 2005, we annouhtiee GoForce 3D 4800. Over the next several yearexpect digital media process
technology to play a critical role in the cellufgrone industry.

Scalable Link Interface Technology
In June 2004, we unveiled a new scalable link fatar, or SLItechnology that takes advantage of the increasadviadth of the PC

Express bus architecture to allow two NVIDIA-baggdphics cards to operate in a single PC or walikstaPCl Expres®ased PCs al
workstations based on NVIDIA SLI technology becamailable in the second half of fiscal 2005 from & workstation manufacturers.
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NVIDIA nForce

During the first quarter of fiscal 2005, we laundh@oduction of the NVIDIA nForce3 250Gb MCP, thestf singlechip MCP to offe
gigabit Ethernet, dual independent Serial Advantedhnology Attachment, or SATA, controllers, indysteading Redundant Array
Independent Disks, or RAID, features and hardwaoeisty processing. In June 2004, we announcedetrase of the NVIDIA nForce3 Uli
MCP, a MCP for motherboards and PC systems basdtieoAMD64 computing platform. In October 2004, wéroduced the NVIDI/
nForce4 MCPs, our new family of high-end PCI Exp#gased MCPs for AMD64 computing environments. NVIDiRorce4 MCPs provic
the platform technology that is designed to povwés year's fastest gaming, enthusiast, and digitdia PCs and motherboards, driving
PCI Express transition.

In January 2005, we introduced NVIDIA nForce Prefesal MCPs, which currently are the only PCI Exgreoreogic solutions fo
AMD Opteron processdpased server and workstation platforms. The NVIDForce Professional MCP family includes the NVIDiRorce
Professional 2200 and the 2050 MCP.

Share-Based Payment

Since inception, we have used stock options ancemployee stock purchase program as fundamentgba@oemts of our compensat
packages. To date we generally have not recogruaetpensation cost for employee stock options oreshsold pursuant to our emplo
stock purchase program. We believe that these fivesndirectly motivate our employees and, throtigd use of vesting, encourage
employees to remain with us. In December 2004 Fihancial Accounting Standards Board issued SFAS198(R),Share-Based Payment
or SFAS No. 123(R). SFAS No. 123(R) is effective ifterim or annual periods beginning after June2(5, and requires that we rec
compensation expense for stock options and oura@raplstock purchase plan using the fair value a¢tawards. Expensing these incen
in future periods will materially and adverselyeaff our reported operating results as the stided compensation expense would be ch
directly against our reported earnings. To the xtieat SFAS No. 123(R) makes it more expensivgrémt stock options or to continue
have an employee stock purchase program, we magedecincur increased cash compensation costs.

Repatriation Legislatio!

The American Jobs Creation Act of 2004 was sigmtd faw on October 22, 2004. This act creates gateany incentive for Unite
States multinationals to repatriate accumulatedrirte earned outside the United States at a fediéeatige tax rate of 5.25%. On Decem
21, 2004, the Financial Accounting Standards BoardFASB, issued FASB Staff Position No. FAS 109A2counting and Disclosu
Guidance for the Foreign Earnings Repatriation Hsgan within the American Jobs Creation Act of 2Q@hich allows an enterprise tii
beyond the financial reporting period of enactm@nevaluate the effect of the act on its plan finvestment or repatriation of fore
earnings. We have started an evaluation of the effects ofrépatriation provision; however, we do not expecbe able to complete tl
evaluation until after Congress or the Treasuryd&pent provide additional clarifying language @y lelements of the provision. We h
not provided for United States income taxes onrawative total of approximately $174.7 million ofdistributed earnings as of January
2005 for certain notJnited States subsidiaries as we intended to retrthese earnings indefinitely in operations owtsitithe United State
We are currently in the process of evaluating wéietr not, and to what extent, if any, this pramsimay benefit us. We expect to comg
such evaluation before the end of fiscal 2006. fidmge of possible amounts that we are considedngepatriation under this provisior
between zero and $500 million. The potential ramigelated income tax expense is between zero andrllion.

Future Objectives and Challenges
GPU Business

During fiscal 2005, we committed ourselves to régegptechnology leadership in our GPU businesslendreating an architecture tha
cost efficientWith our GeForce 6 family, we captured a significsimare of the performance GPU segment, and weavgocused on usit
that technology leadership position into the ma@esh and value GPU segments. By the end of fige@b2we had a top-tbettom produc

line that supports Shader Model 3.0 and with SLXNW HSI, TurboCache technology and PureVideo tettgy Now, we are focused
growing our GPU business.
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PCI Expres:

PCI Express is expected to enable a new level dbpeance for high bandwidth applications like dgrags and networking. The transiti
to PCI Express, which is extremely complex, is i@drib our GPU and MCP objectives this fiscal y&de initiated this transition by creati
our GeForce PCX series of GPUs, using HSI techryolbgring the second quarter of fiscal 2005, wecexed on our strategy to deliver a
line of GPUs ready to support PCI Express chipséis. transition to PCI Express was central to oBtJGnd MCP objectives during fis
2005. Industry adoption of PCI Express was slowantexpected during our fiscal 2005 and there iagsurance that the adoption rate
increase during fiscal 2006. Our first PCI Exprgssphics solutions, the GeForce PCX series, wasasel for retail sale during the sec
quarter of fiscal 2005. We expected to ramp upssafeour PCIl Express products during the secondtguaf fiscal 2005, but as a resul
Intel’'s delayed PCI Express chipset production, followgdts product recall, the performance desktop sagnwvas impacted by stalling «
customers’production ramp of our GeForce PCX GPUs. During tthied quarter of fiscal 2005, we announced andpednup sales
the GeForce 6600 GT, GeForce 6600 and the GeFaaf 6ur first native PCI Express GPUSs.

Gross Margin Improvement

During the fourth quarter of fiscal 2005, our grosargin was 34.2%, an increase of 4.9% from ousgroargin of 29.3% for the fou
quarter of fiscal 2004. Our gross margin was 32f@4iscal 2005, an increase of 3.3% from our gnossgin of 29.0% for fiscal 2004. The
improvements in our gross margin reflect our caritig focus on delivering cost effective productretiectures, enhancing business proce
and driving profitable growth. We expect gross nratg improve by approximately 0.5% to 1.0% durthg first quarter of fiscal 2006 as
GeForce 6 product family becomes an increasinggrodf our revenue and as our NVIDIA nForce3 andIDIM. nForce4 product reven
continues to increase.

WMP Business

Our WMP obijective is to lead the multimedia handhaia by building exciting products that use oyeskise, resources, and investm
in digital media processing combined with our lomwer technology. Our WMP business achieved recewdnue during the fourth quartel
fiscal 2005 and is expected to achieve substargianue levels in fiscal 2006. With the WMPs on madmap, we anticipate that fut
cellular phones will be able to receive televisgmograms, record digital video like a camcordell®a video phone calls, and be port.
game players.

Critical Accounting Policies and Estimates

Managemens discussion and analysis of financial conditiord amsults of operations are based upon our coraetidfinancie
statements, which have been prepared in accordaiticeaccounting principles generally accepted ia Wnited States. The preparatior
these financial statements requires us to makmat&s and judgments that affect the reported amafrdssets, liabilities, revenue, cos
revenue, expenses and related disclosure of cemangs. On an ogeing basis, we evaluate our estimates, includiogé related to reven
recognition, accounts receivable, inventories, bwngd assets, goodwill, income taxes and contingendVe base our estimates on histo
experience and on various other assumptions thatelieved to be reasonable under the circumstatieesesults of which form the basis
making judgments about the carrying values of asmed liabilities.

We believe the following critical accounting poési affect our significant judgments and estimatesduin the preparation of ¢
consolidated financial statements. Our managemastdiscussed the development and selection of ttrszal accounting policies a
estimates with the audit committee of our boardlioéctors and the audit committee has revieweddisglosures relating to our critic
accounting policies and estimates in this report.

Revenue Recognitic
Product Revenue

We recognize revenue from product sales when psirgiavidence of an arrangement exists, the prduagteen delivered, the pric
fixed and determinable and collection is reasonasisured. For all sales, we use a binding purcheder and in certain cases we u
contractual agreement as evidence of an arrangeiventonsider delivery to occur upon shipment mieslititle and risk of loss have pas
to the customer. At the point of sale, we assesstiven the arrangement fee is fixed and determinaitewhether collection is reasone
assured. If we determine that collection of a feedt reasonably assured, we defer the fee andymaeorevenue at the time collect
becomes reasonably assured, which is generally rgoaipt of cash.
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Our policy on sales to distributors is to deferogmition of revenue and related cost of revenud tha distributors resell the product.

We record estimated reductions to revenue for custgorograms at the time revenue is recognized. ddstomer programs primar
involve rebates, which are designed to serve &s $iatentives to resellers of our products in vagitarget markets. We account for rebat
accordance with Emerging Issues Task Force Issu@, @t EITF 01-9,Accounting for Consideration Given by a Vendor t€astome
(Including a Reseller of the Vendor’'s Producsd, as such, we accrue for 100% of the poterglzdtes and do not apply a breakage fe
Unclaimed rebates, which historically have not bgignificant, are reversed to revenue upon expinatif the rebate. Rebates typically ex
six months from the date of the original sale.

Our customer programs also include marketing dgwaémt funds, or MDFs. We account for MDFs as eithezduction of revenue or
operating expense in accordance with EITF 01-9. BB#present monies paid to retailers, system hsild#EMs, distributors and add-carc
partners that are earmarked for market segmenia@went and expansion and typically are designeslipport our partnersictivities while
also promoting NVIDIA products. If market condit®mlecline, we may take actions to increase amaffésed under customer prograi
possibly resulting in an incremental reductionefenue at the time such programs are offered.

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

License and Development Revenue

For license arrangements that require significarstamization of our intellectual property comporsente generally recognize licel
revenue using the percentageeofnpletion method of accounting over the period s&vices are performed. For all license and ese
arrangements accounted for under the percentagerofletion method, we determine progress to conapldiased on actual direct la
hours incurred to date as a percentage of the a&tihtotal direct labor hours required to comptheteproject. We periodically evaluate
actual status of each project to ensure that thien&®s to complete each contract remain accudatprovision for estimated losses
contracts is made in the period in which the lossomes probable and can be reasonably estimatedatépwe have not recorded any ¢
losses. Costs incurred in advance of revenue rézedjrare recorded as deferred costs on uncompbetelacts. If the amount of rever
recognized exceeds the amounts billed to custonieesexcess amount is recorded as unbilled accoentivable. If the amount bill
exceeds the amount of revenue recognized, the £aresunt is recorded as deferred revenue. Reveogrized in any period is depenc
on our progress toward completion of projects iogpess. Significant management judgment and disar@ire used to estimate total dil
labor hours. Any changes in or deviations from ¢hestimates could have a material effect on theuaiof revenue we recognize in
period.

Investment Impairmen

We review all of our investments quarterly for icatiors of impairment. For namarketable equity securities, the impairment ans
requires significant judgment to identify eventscincumstances that would likely have a significadterse effect on the fair value of
investment. The indicators that we use to iderttifyse events or circumstances include the investegenue and earnings trends relati
predefined milestones and overall business prospéattors related to the investee’s ability remiinbusiness, such as the investee’
liquidity, and the investee’s receipt of additiof@hding at a lower valuation.

Investments identified as having an indicator opamment are subject to further analysis to deteemf the investment is other tt
temporarily impaired, in which case we write theastment down to its impaired value. When an ire@s$¢ not considered viable fror
financial point of view, we write down the entinrevestment since we consider the estimated fair etarlue to be nominal. If an inves
obtains additional funding at a valuation lowerrttoaur carrying amount or requires a new round afitgfunding to stay in operation and
new funding does not appear imminent, we presuna¢ ttme investment is other than temporarily imghiranless specific facts a
circumstances indicate otherwise. Impairments wéstments in our portfolio, primarily impairmentsnmn-marketable equity securities, w
nil in fiscal 2005 and 2004.
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Accounts Receivab

We maintain an allowance for doubtful accounts iked#de for estimated losses resulting from the ilitgbof our customers to mal
required payments. Management determines this afioe, which consists of an amount identified farcsfic customer issues as well as
amount based on general estimated exposure. Otalbgstimated exposure excludes significant anm®thit are covered by credit insure
and letters of credit. If the financial conditioh @ur customers, the financial institutions prowigliletters of credit, or our credit insura
carrier were to deteriorate, resulting in an impaint of their ability to make payments, additioalbwances may be required that cc
adversely affect our operating results. Furthermtirere can be no assurance that we will be abbbtain credit insurance in the future. 1
current credit insurance agreement expires on Deee8il, ----- 2005.

As of January 30, 2005, our allowance for doubdfttounts receivable was $1.5 million and our gexsounts receivable balance
$336.2 million. Of the $336.2 million, $68.0 miliiovas covered by credit insurance and $22.4 millas covered by letters of credit. A
percentage of our gross accounts receivable balancallowance for doubtful accounts receivable taanged between 0.4% and 1.5% dt
fiscal 2004 and 2005. As of January 30, 2005, diawance for doubtful accounts receivable represérd.4% of our gross accou
receivable balance. If our allowance for doubtfat@unts receivable would have been recorded at bb%ur gross accounts receive
balance, then our allowance for doubtful accoueteivable balance at January 30, 2005 would hage approximately $4.9 million, ratt
than the actual balance of $1.5 million.

Inventories

Inventory cost is computed on an adjusted standasis (which approximates actual cost on an aveovadiest-in, firstout basis). W
write down our inventory for estimated lower of tos market, obsolescence or unmarketable inverggoal to the difference between
cost of inventory and the estimated market valugebaupon assumptions about future demand, futusdupt purchase commitmer
estimated manufacturing yield levels and markeda@ms. If actual market conditions are less falade than those projected by managen
or if our future product purchase commitments to suppliers exceed our forecasted future demandudoh products, additional futt
inventory writedowns may be required that could adversely affectoperating results. If actual market conditions more favorable, v
may have higher gross margins when products ack Sales to date of such products have not hagnéfisant impact on our gross marg¢
As of January 30, 2005, our inventory reserve wg& B million. As a percentage of our gross inventoglance, our inventory reserve
ranged between 8.8% and 13.4% during fiscal 20@42805. As of January 30, 2005, our inventory neseepresented 9.6% of our gr
inventory balance. If our inventory reserve wouli/& been recorded at 13.4% of our gross inventalgnice, then our inventory rese
balance at January 30, 2005 would have been appately $46.8 million, rather than the actual batan€ $33.7 million. Inventory resen
once established are not reversed until the relatezhtory has been sold or scrapped.

Valuation of Long-lived Assets

We review longhved assets, such as property and equipment dadgible assets subject to amortization, whenevents or changes
circumstances indicate that the carrying amourguzh assets may not be recoverable. We utilizeoastep approach to testing lotiged
assets for impairment. The first step tests forsiids impairment indicators. If an impairment iratior is present, the second step mea
whether the asset is recoverable based on a cosopaot the carrying amount of the asset to themaedéid undiscounted future cash fle
expected to be generated by the asset. If theingrgmount of an asset exceeds its estimated fuash flows, an impairment chargt
recognized by the amount by which the carrying amaf the asset exceeds the fair value of the ag»at review requires the use
judgment and estimates. No such impairment charges occurred to date. However, future eventsrougistances may result in a charg
earnings if we determine that the carrying valua @ing-lived asset is not recoverable.
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Goodwill

Our impairment review process compares the faiuevalf the reporting unit in which the goodwill réss to its carrying valueWe
determined that our reporting units are equivatlenbur operating segments for the purposes of cetimgl our Statemet of Financis
Accounting Standards No. 142, or SFAS No. 1@8pdwill and Other Intangible Assetémpairm ent test. We utilize a tvatep approach
testing goodwill for impairment. The first steptiefor possible impairment by applying a fair vahesed test. The second step, if neces
measures the amount of such an impairment by applfgir valuebased tests to individual assets and liabilities. 8écted to perform o
annual goodwill impairment review during the fouctharter of each fiscal year. We completed our mestnt annual impairment test dul
the fourth quarter of fiscal 2005 and concluded thare was no impairment. However, future eventsimumstances may result in a che
to earnings in future periods due to the poteffitiah write-down of goodwill in connection with dutests.

Income Taxe

Statement of Financial Accounting Standards No., B0BFAS No. 109Accounting for Income Taxesestablishes financial account
and reporting standards for the effect of incomesaln accordance with SFAS No. 109, we recogfaderal, state and foreign current
liabilities or assets based on our estimate ofg¢gayable or refundable in the current fiscal y®atax jurisdiction. We also recognize fede
state and foreign deferred tax assets or lialslitées appropriate, for our estimate of future féects attributable to temporary differences
carryforwards; and we record a valuation allowatoceeduce any deferred tax assets by the amowamyofax benefits that, based on avail
evidence and judgment, are not expected to bezeshli

Our calculation of current and deferred tax assets liabilities is based on certain estimates amtjnents and involves dealing w
uncertainties in the application of complex tax $a®ur estimates of current and deferred tax assetdiabilities may change based, in
on added certainty or finality to an anticipatedcome, changes in accounting or tax laws in theaddnStates, or foreign jurisdictions wh
we operate, or changes in other facts or circunastarin addition, we recognize liabilities for patial United States and foreign income
contingencies based on our estimate of whethertlaéxtent to which, additional taxes may be diueie determine that payment of th
amounts is unnecessary or if the recorded taxlialis less than our current assessment, we mageqeired to recognize an income
benefit or additional income tax expense in ouafficial statements.

As of January 30, 2005, we had a valuation allowasfc$190.6 million. Of the total valuation allowam $145.7 million is attributable
certain net operating loss and tax credit carryfods resulting from the exercise of employee stmgkons. The tax benefit of these
operating loss and tax credit carryforwards, if arigbn realization is sustained, will be accountadsk a credit to stockholders' equity. Of
remaining valuation allowance at January 30, 2809,9 million relates to federal and state taxtaites acquired in certain acquisitions
which realization of the related deferred tax as9es determined not more likely than not to bdized due, in part, to potential utilizati
limitations as a result of ownership changes; aBl@Gmillion relates to certain state deferreddasets that management determined ai
more likely than not to be realized due, in pastptojections of future taxable income. To the ekiealization of the deferred tax as
related to certain acquisitions becomes probablmgnition of these tax benefits would first redgo@dwill to zero, then reduce other non-
current intangible assets related to the acquisitiozero with any remaining benefit reported agduction to income tax expense. To
extent realization of the deferred tax assetsedl&d certain state tax benefits becomes probalgleyould recognize an income tax benet
the period such asset is more likely than not tocladized.

Contingencies

We are subject to the possibility of various losatigencies arising in the ordinary course of bess. We consider the likelihood of |
or impairment of an asset or the incurrence ofhility, as well as our ability to reasonably esttsnthe amount of loss in determining
contingencies. An estimated loss contingency isusttwhen it is probable that an asset has beeairietpor a liability has been incurred |
the amount of loss can be reasonably estimatedredidarly evaluate current information availableutoto determine whether such accr
should be adjusted and whether new accruals avireeq
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Results of Operations

The following table sets forth, for the periodsigated, certain items in our consolidated statemehincome expressed as a percer
of revenue.

Year Ended
January 30, January 25, January 26,
2005 2004 2003
Revenue 100.0% 100.0% 100.0%
Cost of revenue 67.7 71.0 69.5
Cost of revenue related to stock option exchange -- -- 0.3
Gross profit 32.3 29.0 30.2
Operating expenses:
Research and development 16.7 14.8 11.8
Sales, general and administrative 10.0 9.1 7.9
In-process research and development - 0.2 -
Stock option exchange -- -- 2.9
Total operating expenses 26.7 24.1 22.6
Income from operations 5.6 4.9 7.6
Interest and other income, net 0.6 0.5 0.3
Convertible debenture redemption expense -- (0.7) --
Income before income tax expense 6.2 4.7 7.9
Income tax expense 1.2 0.6 3.1
Net income 5.0% 4.1% 4.8%

Fiscal Years Ended January 30, 2005, January 2B842ihd January 26, 20(
Revenue

During the second quarter of fiscal 2005, we beggorting three produdine operating segments: the GPU business, whichrigpose
of products that support desktop PCs, notebooka@@sprofessional workstations; the MCP busines#iwis composed of NVIDIA nFor:
products and Xbox related products; and the WMRnless, which is comprised of GoForce products shi@port handheld personal dig
assistants and cellular phones. Please refer t® Nobf the Notes to the Consolidated Financiake8tants for further information.

Revenue was $2.01 billion in fiscal 2005, compai@&1.82 billion in fiscal 2004, which representad increase of 10%. Thevenu
increase from fiscal 2004 to fiscal 2005 was pritpahe result of increased sales of our NVIDIA @uva workstation products, increa:
memory sales, increased sales of our handheld pimdncreased sales of our notebook GPU prodaais,increased sales of our desl
products, offset by decreased sales of our Xbogymts. The increase in sales of our NVIDIA Quadarksgtation products in fiscal 2005 v
due to unit sales volume increases, and an incieasgrage selling prices as a result of incredsedd sales. The increase in memory :
in fiscal 2005 was a result of the alignment of roeyrsales with the introduction of our GeForce édurcts during the period. The increas
handheld sales in fiscal 2005 was primarily dueupacquisition of MediaQ, Inc. in October 2003, iethrepresented our initial entry into
handheld market and to sales of our GoForce 40068uct. The increase in notebook GPU sales in fi208b resulted from sales of 1
GeForce FX Go notebook GPU products outpacing #adiree in our older notebook GPU product lines dgrthe period. The increase
desktop products in fiscal 2005 was a result afyaificant increase in sales of our highd desktop products, offset by a slight decrea
mainstream desktop products. Highe desktop sales increased in fiscal 2005 prigndrie to unit volume increases primarily relatedtn
GeForce 6800 and 6600 products. The decrease instream desktop sales in fiscal 2005 was mainly tdueompetitive pricing in tt
mainstream consumer segment offset by the rampoolugt sales of our GeForce 6200 with TurboCacblentelogy during the fourth quar
of fiscal 2005. Sales of our Xbox products havednisally fluctuated based on the timing of ordéxam Microsoft. Revenue from sales
Microsoft in fiscal 2005 was slightly lower tharsdial 2004 due to unit sales volume increases dffget lower average sales price. Du
fiscal 2004, Microsoft announced that it had erddréo an agreement with one of our competitorslégelop technology for future Xb
products and services. The impact that this anremeat may have on our future revenue from Microsofincertain, but we anticipate t
we will not achieve historical levels of Xbox rewemin fiscal 2006.
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Fiscal 2005 was a 53-week year, compared to fdgé# which was a 5@«ek year, and we believe that this extra week hzase had
positive impact on our revenue in fiscal 2005. Hegrewe are not able to quantify the effect of $hightly longer year on our revenue.

Revenue was $1.82 billion in fiscal 2004, compae®1.91 billion in fiscal 2003, which representediecrease of 5%. This reve
decrease was primarily the result of a signifiad@trease in sales of Xbox processors to Microsiiiet by growth in our GPU, MCP a
WMP products.

Revenue from sales to customers outside of theedrtates and other Americas accounted for 76%, &td68% of total revenue
fiscal 2005, 2004 and 2003, respectively. Revenugdngraphic region is allocated to individual coigs based on the location to which
products are initially billed even if the foreignE®Is’ and add-in board and motherboard manufactumengenue is attributable to €
customers in a different location. The increas¢him percentage of revenue from sales to customedssde of the United States and o
Americas for fiscal 2005 as compared to fiscal 2604 for fiscal 2004 as compared to fiscal 2008rimarily due to decreased sale:
XGPUs and MCPs used in the Microsoft Xbox produttich are billed to Microsoft in the United States.

Sales to Microsoft accounted for approximately 18%wour revenue for fiscal 2005. Our three othegést customers accounted
approximately 36% of our revenue for fiscal 200&8leS to Microsoft accounted for approximately 158@uwor revenue for fiscal 2004. C
three other largest customers accounted for apmetely 45% of our revenue for fiscal 2004. In fis2@03, sales to Microsoft accounted
approximately 23% of our revenue. Our three othegdst customers accounted for approximately 418tuofevenue for fiscal 2003.

Gross Profit

Gross profit consists of total revenue, net of vallaces, less cost of revenue. Cost of revenue stenprimarily of the cost
semiconductors purchased from subcontractors, dimduwafer fabrication, assembly, testing and pgti@ manufacturing support co:
including labor and overhead associated with sugkhases, final test yield fallout, inventory prgiens and shipping costs. Gross marg
the ratio of gross profit to revenue. Our grossgimacan vary in any period depending on the migypgs of products sold.

Our gross margin was 32%, 29% and 30% in fiscal52@D04 and 2003, respectively. Gross margin imgaoguring fiscal 20C
compared to fiscal 2004 as a result of three pynfactors. First, during fiscal 2004 our GeForce $efies of GPU products had experier
lower gross margins than previous series of GeFGifee) products, such as the GeForce 4 series. Convpide efforts were made to dri
down cost and improve gross margin and, as a rekuing fiscal 2005, we were able to improve orgsg margin. In addition, in fiscal 20
we realized increased sales of our performance GeRoX desktop GPU products and began shipping>aliorce 6 series GPUs, which
among our highest gross margin products. Finalyenue from our NVIDIA Quadro workstation productgiich typically provide th
highest gross margins of any of our products, meee as a percentage of our total revenue dursieglf2005. This increase in our mix
revenue toward highenargin products led to a positive impact on ovegadiss margin. These improvements in our gross imaeglect ou
continuing focus on delivering cost effective prodarchitecture, enhancing business process amthglprofitable growth. We expect gr
margin to improve by approximately 0.5% to 1.0%ingrthe first quarter of fiscal 2006 as our GeFoécproduct family comprises
increasing portion of our revenue and as NVIDIA rdeéoproduct revenue continues to increase.

Gross margin for fiscal 2004 as compared to fi2€l3 decreased primarily due to a shift in the ofiproduct sales to our GeForce
products. Our GeForce FX products generally expegd lower gross margins than previous GeForceuptedThis decrease was offse
an increase in gross margin on sales of Xbox pemesn fiscal 2004, which resulted from the pricisettiement with Microsoft that \
announced on February 6, 2003.
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Operating Expenses
Research and Development

Year Ended Year Ended
Jan. 30, Jan. 25, $ % Jan. 25, Jan. 26, $ %

2005 2004 Change Change 2004 2003 Change Change
(in thousands)

Research and Development:

Salaries and related benefits $ 171€ $ 137 $ 34.C 25%$ 137¢ $ 1044 $  33.2 32%
Computer software and lab equipment 41.1 36.¢ 4.2 11% 36.¢ 33.4 3.t 11%
New product developme 29.C 18.€ 10.4 56% 18.€ 29.C (10.9 (36%)
Facility expense 31.4 28.2 3.1 11% 28.2 26.2 2.C 8%
Depreciation and amortization 56.1 44.¢ 11.5 26% 44.¢ 26.¢ 17.7 66%
Other 5.9 4.C 1.6 48% 4.C 4.8 0.9 (18%)
Total $ 3351 $ 270 $ 651 24%% 270.C $ 224¢ $ 451 20%
Research and development as a percenta

of net revenue 17% 15% 15% 12%

Research and developments expenses increased Hyrditon, or 24%, from fiscal 2004 to fiscal 20@&marily due to a $34.0 millic
increase related to 174 additional personnel abtiDad million increase in new product developmewotsts related to an overall increase ir
number of product tapedts and in prototype materials. Depreciation amdréization increased $11.5 million due to emulati@mrdware ar
software programs that were purchased during fid0a#, resulting in a full year of depreciationfiscal 2005 compared to a partial yea
depreciation in fiscal 2004. Computer software agdipment increased $4.2 million primarily due mereased allocation of informati
technology expenses and facilities increased $dlibmdue to increased facilities expense allomatiboth based on the growth in headcount.

Research and development expenses increased Hy iddlon, or 20%, from fiscal 2003 to fiscal 20@dimarily due to a $33.2 millic
increase related to additional personnel, includipgroximately 60 employees that we hired as agartir acquisition of MediaQ and a $1
million increase in depreciation and amortizatiofiset by a $10.4 million decrease in new produstelopment costs.

We anticipate that we will continue to devote sahgtl resources to research and development, anekpect these expenses to incr
in absolute dollars in the foreseeable future duthé increased complexity and the greater numbpramlucts under development. Rese
and development expenses are likely to fluctuaienftime to time to the extent we make periodic éneental investments in research
development and these investments may be indepeatiear level of revenue.
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Sales, General and Administrative

Year Ended Year Ended
Jan. 30, Jan. 25, $ % Jan. 25, Jan. 26, $ %

2005 2004 Change Change 2004 2003 Change Change
(in thousands)

Sales, General and Administrative:

Salaries and related benefits $ 947 $ 76 $ 184 24%%$ 765 $ 634 $  12¢ 20%
Advertising and promotions 66.€ 47.2 19.4 41% 47.2 39.€ 7.€ 19%
Legal and accounting fees 12.€ 12.¢ -- -- 12.€ 20.C (7.9 (37%)
Facility expense 9.€ 8.2 1.3 16% 8.3 6.8 1kt 22%
Depreciation and amortization 13.C 14.¢ (1.6 (11%) 14.€ 11.4 3.2 28%
Other 4.3 6.2 (1.9 (31%) 6.2 10.: 4.7 (40%)
Total $ 200.& $ 1652 $ 35 22%% 165z $ 151t $ 137 9%
Sales, general and administrative as a

percentage of net revenue 10% 9% 9% 8%

Sales, general and administrative expenses inaes®®6 million, or 22%, from fiscal 2004 to fisc2D05 primarily due to an $1¢
million increase related to 88 additional persoremad a $19.4 million increase in advertising andnpotion costs for tradeshows and |
product launches and other marketing costs, inetuttiavel and customer samples. These increasesaoffset by a decrease of $1.9 mill
in other expenses during the period, includingducgon in the allowance for doubtful accounts.

Sales, general and administrative expenses inadeds7 million, or 9%, from fiscal 2003 to fis@004 primarily due to a $12.9 milli
increase in salaries and related benefits relateddtitional personnel, a $7.6 million increaseatvertising and promotions costs
tradeshows and marketing development and a $3lbmihcrease in computer software and equipmelated to the enhancement of
computer systems and the depreciation and amaotizaf new equipment. These increases were offset 7.4 million decrease in legal f
related to higher legal fees incurred during fis2@03 for various issues that have since beenwedpincluding an inquiry by the Securil
and Exchange Commission, the Microsoft arbitratiod shareholder lawsuits.

In-process research and development

In connection with our acquisition of MediaQ in Augy 2003, we wrote-off $3.5 million of iprocess research and development exp
or IPR&D, that had not yet reached technologicakiieility and has no alternative future use. Inoadance with SFAS No. Accounting fo
Research and Development Cc, as clarified by FIN 4Applicability of SFAS No. 2 to Business Combinatiéacounted for by the Purch:
Method an interpretation of SFAS No, amounts assigned to IPR&D meeting the atsraéed criteria must be charged to expense a®f
the allocation of the purchase price.

Interest Income and Interest Expense

Interest income consists of interest earned on,czath equivalents and marketable securities.dsteéncome decreased from $1
million to $11.4 million from fiscal 2004 to fisc&005 primarily due to the result of lower overadllances of cash, cash equivalents
marketable securities and due to lower market éisterates. Interest income decreased from $231Bmtb $18.6 million from fiscal 2003
fiscal 2004 primarily due to lower overall balana#sash, cash equivalents and marketable secunitiiscal 2004 when compared to fis
2003. This overall decrease was caused by the gtEmof our $300.0 million 4%%onvertible subordinated debentures due 2007,a
Notes, in October 200:
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Interest expense primarily consists of interestiired as a result of capital lease obligations aridr to the redemption in October 20
interest on the Notes. Interest expense decreased#12.0 million to $0.2 million from fiscal 2004 fiscal 2005. Interest expense decre
from $16.5 million to $12.0 million from fiscal 2800 fiscal 2004. These decreases were primarigytduhe redemption of the Notes.

Other Income (Expense), net

Other income and expense primarily consists ofizedlgains and losses on the sale of marketabigiges. Other income decreasec
$2.4 million from fiscal 2004 to fiscal 2005 prinigrdue to $2.5 million of realized gains on thdesaf marketable securities during fis
2004 as a result of our liquidation of a significaortion of our marketable securities portfolioarder to obtain the cash required to red
the Notes in October 2003. This decrease was offget $1.0 million realized gain during fiscal 2068ated to the receipt of cash
marketable securities as part of an investmentangé.

Stock Option Exchange

On September 26, 2002, we commenced an offer,eOfffier, to our employees to exchange outstandiogksoptions with exercit
prices equal to or greater than $27.00 per sharg&ligible Options. The Offer was implemented in order to improve emp®morale b
realigning the cash and equity components of oumpamsation programs, eliminate significant outka+honey options and reduce
number of outstanding stock options relative to nlienber of shares outstanding, or "options overhahgreby reducing future poten
dilution to existing stockholdersStock options to purchase an aggregate of appraaiyna0,615,000 shares were eligible for tendethe
commencement of the Offer, representing approxiin&@2% of our outstanding stock options as of thmmencement date of the offer. C
employees of NVIDIA or one of our subsidiaries &September 26, 2002 who continued to be emplotreesigh the Offer termination d:
of October 24, 2002 were eligible to participatehia Offer. Employees who were on medical, matgrmiorker's compensation, military
other statutorily protected leaves of absence,meraonal leave of absence, were also eligiblattqgipate in the Offer. Employees who w
terminated on or before the Offer termination daftéOctober 24, 2002, were not eligible to partitgpan the Offer. In addition, our Ch
Executive Officer and Chief Financial Officer anémbers of our Board of Directors were not eligitolg@articipate in this Offer.

Eligible employees who participated in the Offecewed, in exchange for the cancellation of Eligildptions, a fixed amount
consideration, represented by fully vested, fafeitable common stock less applicable withhajdtaxes, equal to the number of sh
underlying such Eligible Options, multiplied by $8, less the amount of applicable tax withholdirdjgided by $10.46, the closing price
our common stock as reported on the Nasdaq NatMadtet on October 24, 2002. We concluded thatthesideration paid for the Eligik
Options represented "substantial consideratiorregaired by Issue 39(f) of EITF Issue No. 2B8-'Issues Relating to Accounting for St
Compensation Under APB Opinion No. 25 and FASBrpritation No. 44," as the $3.20 per Eligible Optiwas at least the fair value
each Eligible Option, as determined using the Bi&ckoles optiompricing model. In determining the fair value of tekgible Options usin
the Black-Scholes optiopricing model, we used the following assumptiomsthe expected remaining life was deemed to bergheaining
term of the options, which was approximately 7.&rge (ii) a volatility of 50.0% during the expectéfd; (iii) a risk-free interest rate
3.71%; and (iv) no dividends. The amount of $3.20fligible Option was established at the commermceraf the offer period and remair
unchanged throughout the offer period.

Variable accounting is not required under Issuea38f EITF Issue No. 0@3 for Eligible Options subject to the Offer thaéne no
surrendered for cancellation, because: (i) theeshaf our common stock offered as considerationhersurrendered options were fully ve:
and nonforfeitable; and (ii) the number of shares to beereed by an employee who accepted the Offer wasda@n the number
surrendered Eligible Options multiplied by $3.2&idked by the fair value of the stock at the datexchange. We further concluded that
"look back" and "look forward" provisions of FASBiterpretation No. 44, paragraph 45 did apply to sterk options surrendered
cancellation. Based on the terms of the Offer,alde accounting is not required for any of our tartding stock options existing at the tim
the Offer. We did not grant stock options to anytipgpants in the Offer for at least six monthsldeling October 24, 2002. If any stc
options were granted to participants in the Off@hin the six months following October 24, 200204k stock options would have recei
variable accounting.
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On October 24, 2002, the offer period ended andweee obligated to exchange approximately 18,843 Blgible Options for tot:
consideration of $61.8 million, consisting of $39rllion in fully vested, norforfeitable shares of our common stock (approxity:
3,815,000 shares) and $21.9 million in employer antbloyee related taxes. The number of fully vestexhforfeitable shares of o
common stock to be issued was determined by digidlie total consideration due (less the amountppfieable tax withholdings) by tl
closing price of our common stock on October 282®f $10.46 per share.

The shares of our common stock issued in exchaorggligible Options were fully vested. However, @fon of the shares equal to 2
of the total consideration, based on the closingcepsf our common stock on the offer terminatiotegdave a six month holding period, ai
portion of the shares equal to 25% of such totaismteration have a one year holding period. Wittiimg) taxes and other charges v
deducted from the remaining 50% of the total comsition, and the shares issued after such withigldiid not have a holding restriction.

Income Taxes

We recognized income tax expense of $25.1 millgl.3 million and $59.8 million in fiscal 2005, 2b@nd 2003, respectively. Inco
tax expense as a percentage of income before t@ixesr annual effective tax rate, was 20% in fi€05, 14.1% in fiscal 2004 and 39.7%
fiscal 2003.

In the second quarter of fiscal 2004, we revised annual effective tax rate for the year from 308620%. The change in rate v
primarily due to federal and state tax credits fmmdign tax rate differentials. In the third andifth quarters of fiscal 2004, we had signific
items impacting our annual effective tax rate whiobluded the $3.5 million MediaQ IPR&D writeff for which no tax benefit wi
recognized, the $75.0 million income tax benefiteftain tax contingencies as a result of settlérafour federal income tax return exarr
the Internal Revenue Service, or IRS, the $38.Haniincome tax expense for the accrual of Unitéates deferred income taxes on prev
permanently reinvested foreign earnings and the6$88llion income tax expense for the establishnafré valuation allowance on cert
previously recognized state deferred tax assetsmd@ied not more likely than not the be realized,dn part, to projections of future taxa
income. As a result of this change in rate andsfiexial items incurred during 2004, our annualatffe tax rate for such year was 14.1%
fiscal 2003, we did not record an income tax berfefithe third quarter loss before income tax exgeeas such loss was primarily attribut
to a stock compensation charge for which no inctemebenefit may have been available. As a result,amnual effective tax rate for fis
2003 was 39.7%.

As of January 25, 2004, the IRS closed our feda@me tax return exam for our fiscal 2001 anddis2002. During fiscal 2005, t
Joint Committee on Taxation, or the Joint Commijteempleted its review of our IRS exam for thesedl years and closed such exam
no exception to the conclusions reached by the RR8ordingly, the results of our exam as recordedur financial statements for fiscal 2(
accurately reflected our final settlement reachét e IRS that was subsequently closed, withaaeption, by the Joint Committee dur
fiscal 2005.

Please refer to Note 13 of the Notes to the Codiatdd Financial Statements for further informatiegarding the components of
income tax expense.

Convertible Debenture Redemption Expense

On October 24, 2003, we fully redeemed the Notbée dggregate principal amount of the Notes outstgnatlas $300.0 million, whic
included $18.6 million of Notes that we had purathé the open market during the three months e@i#dber 26, 2003. The redempt
price was equal to approximately 102.7% of the tantiing principal amount of the Notes, plus accraed unpaid interest up to, |
excluding, the redemption date. In connection whhredemption of the Notes, we recorded atime-charge in fiscal 2004 of approximal
$13.1 million, which included a $7.6 million redetigm premium and $5.5 million of unamortized isstaosts.
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Liquidity and Capital Resources

As of January 30, 2005, we had $670.0 million ishgacash equivalents and marketable securitiesica@ase of $66.0 million from t
end of fiscal 2004. Our portfolio of cash equivateand marketable securities is managed by sefiaeadcial institutions. Our investme
policy requires the purchase of top-tier investnggate securities, the diversification of asseetgipd certain limits on our portfolio duration.

Operating activities generated cash of $132.2 omi]li$49.7 million and $265.0 million during fisc2005, 2004 and 2003, respectiv
The increase in cash flows from operating actisiiie fiscal 2005 when compared to fiscal 2004 waarily related to the $25.9 millic
increase in net income and changes in operatingtsaasd liabilities. On our consolidated balanceeshaccrued liabilities increased $:
million primarily due to an increase in rebates gzlg, which resulted from increased OEM businesoints payable increased $
million primarily due to purchases from subcontra@tnufacturers for inventory. Offsetting these éases, our accounts receivable incre
$101.1 million primarily due to increased salesimlyithe fourth quarter of fiscal 2005 as comparethe fourth quarter of fiscal 2004.

Investing activities have consisted primarily ofghases and sales of marketable securities, pwestgroperty and equipment, wr
include leasehold improvements for our facilitiesl antangible assets. Investing activities used @fs$152.0 million and provided cash
$88.0 million during fiscal 2005 and 2004, respeslii. Net cash used by investing activities durfisgal 2005 was primarily due to $8.
million of net purchases of marketable securitirsaddition, we used $67.3 million for capital ergéures primarily attributable to purcha
of leasehold improvements for our new data centeoust headquarters campus, new research and devefdpemulation equipme
technology licenses, software and intangible as$#ts expect to spend approximately $50 million &b $nillion for capital expenditur
during fiscal 2006, primarily for purchases of sadte licenses, emulation equipment, computer agthearing workstations. In addition,
may continue to use cash in connection with theliatén of new businesses or assets.

Financing activities provided cash of $13.8 millidaring fiscal 2005 compared to cash used of $2@0lBon during fiscal 2004. Ca:
provided in fiscal 2005 primarily resulted from 42-5 million of common stock issued under emplogteek plans, offset by $24.6 milli
related to our stock repurchase program. In fi268, the cash used was primarily due to the $3@@ldn redemption of the Notes, whi
included $18.6 million of Notes that we had purathduring the three months ended October 26, 2003.

Stock Repurchase Program

On August 9, 2004, we announced a stock repurghaggam under which we may purchase up to $300l@mobf our common stoc
over a three year period through August 2007. Epeinchases will be made in the open market oriiagaly negotiated transactions, fr
time to time, in compliance with Rule 1A under the Securities Exchange Act of 1934, stilife market conditions, applicable le
requirements and other factors. Our stock repuechasgram does not obligate us to acquire anyquaati amount of common stock and r
be suspended at any time at our discretion. Tharcbpses will be funded from our available workicapital. During fiscal 2005, v
repurchased 2.1 million shares for a total cospgroximately $24.6 million. We did not repurchasgy shares during the fourth quarte
fiscal 2005.

Operating Capital and Capital Expenditure Requirese

We believe that our existing cash balances andipated cash flows from operations will be suffitiéo meet our operating, acquisit
and capital requirements for at least the next dBths. However, there is no assurance that wenwilheed to raise additional equity or ¢
financing within this time frame. Additional finaimg may not be available on favorable terms oilared may be dilutive to our thezurren
stockholders. We also may require additional chfoteother purposes not presently contemplated:elfare unable to obtain sufficient cap
we could be required to curtail capital equipmeantchases or research and development expenditingd) could harm our business. Fac
that could affect our cash used or generated frpanations and, as a result, our need to seek additborrowings or capital include:

» decreased demand and market acceptance for ourgtsaghd/or our customers’ products;

inability to successfully develop and produce itumoe production our next-generation products;

competitive pressures resulting in lower than etgubaverage selling prices; and
« new product announcements or product introductignsur competitors.

For additional factors see “Business Risks - RRktated to Our OperationsOur operating results are unpredictable and mastifate
and if our operating results are below the expagtatof securities analysts or investors, our sfwatée could decline.”
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Shelf Registration Statement

In December 2003, we filed a Form3Swith the SEC under its "shelf" registration pregeThis shelf registration was declared effe:
by the SEC on March 25, 2004. Under this shelfstegfion statement, we may sell common stock, predestock, debt securities, warra
stock purchase contracts and/or stock purchase imdne or more offerings up to a total dollar amtoof $500.0 million. Unless otherw
indicated in the applicable prospectus supplenveaintend to use the proceeds for working capitdl general corporate purposes.

3dfx Asset Purchase

The 3dfx asset purchase closed on April 18, 2001ddd the terms of the Asset Purchase Agreementable consideration due at
closing was $70.0 million, less $15.0 million thveas loaned to 3dfx pursuant to a Credit Agreemetedl December 15, 2000. The A
Purchase Agreement also provided, subject to ther girovisions thereof, that if 3dfx properly cietil that all its debts and other liabilit
had been provided for, then we would have beergatdd to pay 3dfx two million shares of NVIDIA coromstock. If 3dfx could not ma
such a certification, but instead properly certifthat its debts and liabilities could be satisffedless than $25.0 million, then 3dfx co
have elected to receive a cash payment equal tanttoeint of such debts and liabilities and a redueedber of shares of our common st
with such reduction calculated by dividing the cpalgment by $25.00 per share. If 3dfx could notifsethat all of its debts and liabilities h
been provided for, or could not be satisfied, &gsl than $25.0 million, we would not be obligatedar the agreement to pay any additi
consideration for the assets. We are currentlyyptartlitigation relating to certain aspects of tasset purchase and 3dfxSubseque
bankruptcy in October 2002. Please refer to Itefnegfal Proceedings for further information regagdthis litigation.

Contractual Obligations

The following summarizes our contractual obligatidhat are both on our balance sheet and off balgheet as of January 30, 2005
the effect such obligations are expected to haveuotiquidity and cash flow in future periods:

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

Capital lease obligations, including interest $ 86¢ $ 86¢ $ - $ - $ =
Operating leases 191,11° 27,53¢ 54,84% 52,94: 55,79
Purchase obligations (1) 457,27 457,27 -- -- --
Other liabilities reflected on our balance sheatarrGAAP 437¢ 2,00( 2,37¢ - -
Total contractual obligations $ 653,63: $ 487,67t $ 57,22: $ 52,94: $ 55,79¢

(1) Represents our inventory purchase commitments danuary 30, 2005.
Recently Issued Accounting Pronouncements

In March 2004, the FASB approved the consensuseshon the Emerging Issues Task Force Issue Na, OBEITF 03-1,The Meanin
of Other-Than-Temporary Impairment and Its Appligatto Certain Investment&ITF 0341 provides guidance for identifying impail
investments and new disclosure requirements fagstments that are deemed to be temporarily impa®edSeptember 30, 2004, the FA
issued a final staff position EITF Issue 03-lthat delays the effective date for the measuréraad recognition guidance includec
paragraphs 10 through 20 of EITF 03-1. Quantitative qualitative disclosures required by EITFI0Rmain effective for fiscal 2005. We
not believe the impact of adoption of this EITF sensus willhave a material impact on our consolidated findngasition, results ¢
operations or cash flows.

In November 2004, the FASB issued No. 151, or SR&S 151, Inventory Costs an amendment of ARB No. 43, ChapteBBAS No
151 amends ARB No. 43, Chapter 4, to clarify thamamal amounts of idle facility expense, freighéndling costs and wasted mate
(spoilage) should be recognized as current peffiadges. In addition, SFAS No. 151 requires thatcaliion of fixed production overheac
the cost of conversion be based on the normal dgpefcthe production facilities. The provision &AS No. 151 shall be effective
inventory costs incurred during fiscal years begigrafter June 15, 2005. We do not expect the aolof SFAS No. 151 to have a mate
impact on our consolidated financial position, fesaf operations or cash flows.
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In December 2004, the FASB issued SFAS No. 15FFAS No. 153 Exchanges of Nonmonetary AssetsAr-Amendment of Al
Opinion No. 29, Accounting for Nonmonetary Trangact . SFAS No. 153 eliminates the exception from faue measurement |
nonmonetary exchanges of similar productive assgbaragraph 21(b) of APB Opinion No. 28¢counting for Nonmonetary Transactions
and replaces it with an exception for exchangesdbanot have commercial substance. SFAS No. 1B8ifips that a nonmonetary excha
has commercial substance if the future cash floith@entity are expected to change significansiyaaesult of the exchange. SFAS No.
is effective for fiscal periods beginning after dubb, 2005. We do not expect the adoption of SFBS tb have a material impact on
consolidated financial position, results of opanasi or cash flows.

In December 2004, the FASB issued Statement ofn€iah Accounting Standards No. 123(R), or SFAS NB3(R), ShareBase!
Paymeni, which requires the measurement and recognitiocoofpensation expense for all stdzksed compensation payments. SFAS
123(R) is effective for all interim and annual pel$ beginning after June 15, 2005. We are curr@avjuating the impact of SFAS No. 123
(R) on our operating results and financial conditibhe adoption of the SFAS No. 123(R) fair value rodtiwill have a significant impact
our reported results of operations, although it héive no impact on our overall financial positidie impact of adoption of SFAS No. 123
(R) cannot be predicted at this time because tlilhtdepend on the fair value and number of shaaeed payments granted in the ful
However, had we adopted SFAS No. 123(R) in prisiogs, the magnitude of the impact of that standewsdld have approximated the img
of Statement of Financial Accounting Standards N28, Accounting for Stock-Based Compensaticsssuming the application of the Black-
Scholes model as described in the disclosure ofgsma net income (loss) and pro forma net incoloss] per share iNote 1 of the Notes
the Consolidated Financial Statements under theeading “Stock-Based CompensatiorSFAS No. 123(R) also requires the benefits o
deductions in excess of recognized compensatiantede reported as a financing cash flow, rathantas an operating cash flow as reqt
under current literature. This requirement willued net operating cash flows and increase netdingrcash flows in periods after adoption.

Business Risks

In addition to the risks discussed in “Item 1. Biesis"and "Management's Discussion and Analysis of Fils@ondition and Results
Operations," our business is subject to the risksosth below.

Risks Related to Our Operations

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

Inventory purchases are based upon future demaaddasts, which may not accurately predict the duyent type of our products that ¢
customers will want in the future. In forecastirepthnd, we must make multiple assumptions which pnaye to be incorrect. If there were
be a sudden and significant decrease in demanduioproducts, or if there were a higher incidenténeentory obsolescence becaus
rapidly changing technology and customer requirdsjene could be required to writlswn our inventory and our gross margin coul
adversely affected. Additionally, if we fail to @stite customer demand properly before a new produicttroduced, we may end up w
excess inventory levels of older products, whichldaesult in writedowns of the value of our inventory and our grosagim could b
adversely affected. During the second quarter séafi 2005, demand for our non PCIl Express mainstrdasktop products declin
significantly due in large part to unexpected cotitipe pricing actions taken by our competition. Agresult of these competitive pric
actions, we were required to reduce the averadmgegirices of certain of our mainstream desktopdpicts and our gross margin \
adversely affected. If such competitive pricingi@ts were to recur in the future, we could be fdrt@ continue to reduce average se
prices or to write-down our inventory and our grosargin could be adversely affected. Converselyyef underestimate our customers
demand for our products, we may have inadequateufacturing capability and may not be able to obtsifficient inventory to fill ou
customersbrders on a timely basis. Even if we are able ¢toeiase production levels to meet customer dema@anay not be able to do sc
a cost effective manner. Inability to fill our casters' orders on a timely basis could damage atomer relationships, result in lost revel
cause a loss in market share or damage our reputati
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We order materials in advance of anticipated cusemdemand. Therefore, we have limited ability tadteee our inventory purchas
commitments quickly in response to any revenue gfails.

Substantially all of our sales are made on theshakipurchase orders rather than ldgegn agreements. As a result, we may col
resources to the production of products withoutitgveceived advance purchase commitments fronomests. Any inability to sell produc
to which we have devoted significant resourcesatdialrm our business. In addition, cancellationefedal of product orders could resul
our holding excess inventory, which could adversaffiect our gross margin and restrict our ability find operations. We may bt
inventories during periods of anticipated growttd an connection with selling workstation boardsedity to major original equipme
manufacturers, or OEMs. Additionally, because wadglly recognize a substantial portion of our mawe in the last month of each qual
we may not be able to reduce our inventory purcltasemitments in a timely manner in response to @wenue shortfalls. We could
subject to excess or obsolete inventories and tpeirezl to take corresponding inventory writewns if growth slows or if we incorrec
forecast product demand. A reduction in demanddcnabatively impact our gross margin and finanaalilts.

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

Our performance is substantially dependent on #fopmance of our executive officers and key empésy None of our officers
employees is bound by an employment agreement,ingeanr relationships with our officers and emplegare at will. We do not have "I
person" life insurance policies on any of our emgpks. The loss of the services of any of our exeeuifficers, technical personnel or ot
key employees, particularly Jétsun Huang, our President and Chief Executive @ffisvould harm our business. Our success will depe
our ability to identify, hire, train and retain hig qualified technical and managerial personneir failure to attract and retain the neces
technical and managerial personnel would harm asiness. The integration of new executives or persbcould disrupt our ongoi
operations.

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

Semiconductor manufacturing yields are a functiothtof product design, which is developed largejyus, and process technola
which typically is proprietary to the manufactur&ince low yields may result from either designpoocess technology failures, yi
problems may not be effectively determined or nesluntil an actual product exists that can beyaeal and tested to identify proc
sensitivities relating to the design rules thatased. As a result, yield problems may not be ifledtuntil well into the production proce
Resolution of yield problems would require cooperaby and communication between us and the maturtc

Because of our potentially limited access to wéderication capacity from our manufacturers, angrdase in manufacturing yields ca
result in an increase in our per unit costs andefars to allocate our available product supply agnour customers. This could potenti
harm customer relationships, our reputation, ouemee and our gross profit. Our wafer manufactunesy be unable to achieve or main
acceptable manufacturing yields in the future. @ability to achieve planned yields from our wafeanufacturers could harm our busin
We also face the risk of product recalls or prodettirns resulting from design or manufacturingedes that are not discovered during
manufacturing and testing process. A significamhbar of product returns due to a defect or recallild damage our reputation and rest
customers working with our competitors.

To stay competitive, we may have to invest moreuweses in research and development.

If new competitors, technological advances by égstompetitors or other competitive factors requis to invest significantly grea
resources than anticipated in research and developefforts, our operating expenses would incredée .have substantially increased
engineering and technical resources and have Ifi@Biime employees engaged in research and developaseiof January 30, 20(
compared to 1,057 employees as of January 25, ZDirdhg fiscal 2005, 2004 and 2003, research aveéldpment expenditures represel
17%, 15% and 12% as a percentage of revenue, tesghpclf we are required to invest significantlyeater resources than anticipate
research and development efforts without an ineré@asevenue, our operating results would decliffe. anticipate that we will continue
devote substantial resources to research and gewelt, and we expect these expenses to increatsatute dollars in the foreseeable fu
due to the increased complexity and the greaterbeurof products under development. Research andl@@went expenses are likely
fluctuate from time to time to the extent we makeiqdic incremental investments in research aneldgment and these investments ma
independent of our level of revenue.
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Our operating expenses are relatively fixed and may have limited ability to reduce operating expessquickly in response to a
revenue shortfalls.

During fiscal 2005 and 2004, our operating expenséich are comprised of research and developmgrgreses and sales, general
administrative expenses, represented 27% and 24%rdbtal revenue, respectively. Since we typjcedicognize a substantial portion of
revenue in the last month of each quarter, we nuyba able to adjust our operating expenses imalyi manner in response to any reve
shortfalls. If we are unable to reduce operatingeeses quickly in response to any revenue sharifalfould negatively impact our financ
results.

Failure to transition to new manufacturing procegschnologies could affect our ability to competdesftively.

Our strategy is to utilize the most advanced mastufang process technology appropriate for our potsland available from commert
third-party foundries. Use of advanced processes may Oeaater risk of initial yield problems and highgmoduct cost. Manufacturil
process technologies are subject to rapid chandeeguire significant expenditures for research deelopment. We continuously evalt
the benefits of migrating to smaller geometry pescgechnologies in order to improve performance raddce costs. We currently use (
micron, 0.14 micron, 0.13 micron and 0.11 microogess technologies for our family of GPUs, MCPsARdPs. The majority of our new
GPUs, the GeForce 6 series, GeForce FX and the rGeFeX Go products are manufactured in 0.13 miaad 0.11 micron proce
technology.

We have experienced difficulty in migrating to nevanufacturing processes in the past and, consdgukate suffered reduced yiel
delays in product deliveries and increased expénads. We may face similar difficulties, delaysdaexpenses as we continue to trans
our products to smaller geometry processes. Moreae are dependent on our relationships with bind4party manufacturers to migrate
smaller geometry processes successfully. The ihaly us or our third-party manufacturers to tiina to new manufacturing proce
technologies may adversely affect our operatingltesind negatively impact our gross margin.

Our operating results are unpredictable and maydtuate, and if our operating results are below tegpectations of securities analy
or investors, our stock price could decline.

Many of our revenue components fluctuate and dfeeuli to predict, and our operating expenseslargely independent of revenue
any particular period. It is, therefore, difficittr us to accurately forecast revenue and profitesses. As a result, it is possible that in s
quarters our operating results could be below peetations of securities analysts or investorsckvicould cause the trading price of
common stock to decline, perhaps substantially. é&@mple, on August 5, 2004, we announced thabfieFating results for our secc
quarter of fiscal 2005 included significantly lonamounts of revenue and earnings per share thahdem expected by securities anal
Our announcement was followed by a decline in thding price of our common stock. Conversely, obrkary 17, 2005, we annount
better than expected financial results for the tloguarter of fiscal 2005. This announcement wésvi@d by an increase in the price of
common stock. We believe that our quarterly anduahnesults of operations may continue to be affiédty a variety of factors that co
harm our revenue, gross profit and results of djmrs.

Factors that have affected our results of operationthe past, and could affect our results of apens in the future, include t
following:

« demand and market acceptance for our products modi@ustomers’ products;

« the successful development and volume productiauphext-generation products;

» new product announcements or product introductiignsur competitors;

« our ability to introduce new products in accordamittn OEMs’ design requirements and design cycles;

« changes in the timing of product orders due to peeted delays in the introduction of our customprsducts;
« the level of growth or decline of the PC industmgeneral;
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slower than expected growth of demand for new teldyies;
fluctuations in the availability of manufacturingpacity or manufacturing yields;

declines in spending by corporations and consumsdased to perceptions regarding an economic dawrituthe United States a
international economies;

competitive pressures resulting in lower than etgabaverage selling prices;

product rates of return in excess of that forechsteexpected due to quality issues;

the rescheduling or cancellation of customer orders

the loss of a key customer or the termination sifrategic relationship;

seasonal fluctuations associated with the PC andurper products market;

substantial disruption in our suppliers’ operaticas a result of a natural disaster, equipmeniriilterrorism or other causes;

supply constraints for and changes in the coshefother components incorporated into our custonpecglucts, including memo
devices;

our inability to reduce the manufacturing cost®wof products;

legal and other costs related to defending inteliqroperty and other types of lawsuits;

availability of licenses at commercially reasonablens for the continued sale or development of pmducts;
customer receivable bad debt write-offs;

costs associated with the repair and replacemestefettive products;

unexpected inventory write-downs; and

introductions of enabling technologies to keep paitk faster generations of processors and coetsll

Any one or more of the factors discussed abovedcprdvent us from achieving our expected futuremere or net income. According
we believe that period-tperiod comparisons of our results of operationsighaot be relied upon as an indication of futuesfprmance. |
addition, the results of any quarterly period avemecessarily indicative of results to be expebtved full fiscal year.

Risks Related to Our Products

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

Our business depends to a significant extent orability to successfully develop new products far target segments. Our addboarc
and motherboard manufacturers, original design fisatwrers, or ODMs, and major OEM customers typycahtroduce new syste
configurations as often as twice per year, typycblised on spring and fall design cycles. Accoiglinghen our customers are making tl
design decisions, our existing products must harepetitive performance levels or we must timelyaduce new products in order to
included in new system configurations. This recaitteat we do the following:

« anticipate the features and functionality that comsrs will demand;

« incorporate those features and functionalities primducts that meet the exacting design requiresneh©OEMs, ODMs, CEMs al
add-in board and motherboard manufacturers;

« price our products competitively; and
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« introduce the products to the market within thatka window for OEMs, ODMs and add-in board and medboard manufacturers.

If ODMs and OEMs do not include our products inittsystems, they will typically not use our produat their design systems unti
least the next design configuration. Therefore ewdeavor to develop close relationships with ouMSENd ODMs in an attempt to allow
to better anticipate and address customer neauswrproducts.

As a result, we believe that significant expendisufor research and development will continue todmgiired in the future. We me
these expenditures independent of the level of lase commitments from our customers. If our newdpets are not adopted by
customers, our business results may be adverselgted. The success of new product introductiorlsdepend on many factors, includ
the following:

» proper new product definition;
« timely completion and introduction of new produesns;

« the ability of IBM, TSMC, UMC, Chartered and anyditébnal thirdparty manufacturers to effectively manufacture menv product
in a timely manner;

« dependence on thindarty subcontractors for assembly, testing and qgick) of our products and in meeting product deji
schedules and maintaining product quality;

« the quality of any new products;

« differentiation of new products from those of oompetitors;

» market acceptance of our products and our custop@ducts; and

« availability of adequate quantity and configuratiai various types of memory products.

A critical component of our product developmenbsffis our partnerships with leaders in the compatded design, or CAD, indust
We have invested significant resources to devedtgtionships with industry leaders, including Cazieesign Systems, Inc. and Synog
Inc., often assisting these companies in the priodefinition of their new products. We believe tifi@tming these relationships and utiliz
next-generation development tools to design, simulat erify our products will help us remain at theefwont of the 3D graphic
communications and networking markets and devetodyzts that utilize leadingelge technology on a rapid basis. We believe fhscacl
assists us in meeting the new design schedule€ @BMs and cellular phone manufacturers. If thetaionships are not successful, we
not be able to develop new products in a timely meanwhich could result in a loss of market sharelecrease in revenue and a neg
impact on our operating results.

In addition, our strategy includes utilizing the shadvanced semiconductor process technology apatepor our products and availa
from commercial thirdparty foundries. Use of advanced processes hdseipast resulted in initial yield problems. New guots that w
introduce may not incorporate the features andtfonality demanded by OEMs, ODMs, addboard and motherboard manufacturers
consumers of PCs and consumer electronics. Ever ire able to provide the demanded features amadidmality, we may not be able
successfully develop or introduce new productsuiifiGgent volumes within the appropriate time to ehdoth the OEMstesign cycles ar
market demand. We have in the past experiencedslétathe development of some new products. Odurfaito successfully develc
introduce or achieve market acceptance for newtadigiedia processors would harm our business. tticpar, during the first half of fisc
2004, we experienced delays in the introductiodigital media processors using our next generagcehnology. In addition, we expectec
ramp up sales of our PCI Express products duriegs#tond quarter of fiscal 2005, but as a resulhtef’s delayed PCI Express chig
production, followed by their product recall, therfprmance desktop segment was impacted by stallingustomersproduction ramp of ot
GeForce PCX GPUs. Any such delay in the future alufe of our digital media processors or othercpssors to meet or exct
specifications of competitive products could matdyiharm our business.
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Our failure to identify new market or product opptamities or develop new products could harm our lness.

As our digital media processors develop and conipetincreases, we anticipate that product lifeleyat the high end will remain sh
and average selling prices will continue to declimeparticular, we expect average selling priced gross margins for our digital me
processors to decline as each product matures snghia volume increases. As a result, we will néedntroduce new products &
enhancements to existing products to maintain dvavarage selling prices and gross margins. Ireofdr our digital media processors
achieve high volumes, leading PC OEMs, ODMs, ardliadoard and motherboard manufacturers must selealigital media processor-
design into their products, and then successfulipmete the designs of their products and sell théfa may be unable to successf
identify new product opportunities or to develom dring to market new products in a timely fashibmaddition, we cannot guarantee
new products we develop will be selected for degigm PC OEMs’, ODMs’, and add-in board and motloard manufacturergroducts, the
any new designs will be successfully completed tat tany new products will be sold. As the compiexdf our products and tl
manufacturing process for our products increagesgetis an increasing risk that we will experiepceblems with the performance of
products and that there will be delays in the dgwalent, introduction or volume shipment of our pratd. We may experience difficult
related to the production of current or future pratg or other factors that may delay the introductr volume sale of new products
develop. In addition, we may be unable to succéigsfoanage the production transition risks withpest to future products. Failure
achieve any of the foregoing with respect to futpreducts or product enhancements could resulapidly declining average selling pric
reduced margins and reduced demand for produdts®of market share. In addition, technologiessttgyed by others may render our di¢
media processors non-competitive or obsolete altrasour holding excess inventory, any of whicbuld harm our business.

PCI Express is central to our GPU as well as MCPaségies and the outcome of this strategy will ingpaur business.

PCI Express is expected to enable a new level dbpeance for high bandwidth applications like dgrags and networking. The transiti
to PCI Express, which is extremely complex, is i@drib our GPU and MCP objectives this fiscal y&de initiated this transition by creati
our GeForce PCX series of GPUs, using HSI techryolbgring the second quarter of fiscal 2005, wecexed on our strategy to deliver a
line of GPUs ready to support PCI Express chipd#fis.expected to ramp up sales of our PCl Expresdugts during the second quarte
fiscal 2005, but as a result of Inteldelayed PCI Express chipset production, followgdtheir product recall, the performance des
segment was impacted by stalling our customprstuction ramp of our GeForce PCX GPUs. Duringtthied quarter of fiscal 2005, \
announced and ramped up sales of the GeForce 660G&-orce 6600 and the GeForce 6200, our firsted@Cl Express GPUs. In M
2004, we announced the Mobile PCI Express Modukcipation, or MXM. MXM was jointly developed byWDIA and leading noteboc
PC manufacturers in an effort to accelerate the@aio of PCl Expresdased notebooks in all market segments. MXM is penadesig
specification that supports a wide range of grapbmutions from most GPU manufacturers, allowiygtem integrators maximum flexibill
for build-to-order with various graphics solutiondXM also serves as the primary delivery vehicledar GeForce Go 6 series of GPUs.

Industry adoption of PCI Express was slower thanewgected during fiscal 2005 and there is no assershat the adoption rate v
increase during fiscal 2006. If our PCl Express patible products do not meet consumer and/or custalemand or expectations,
business results could suffer.

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

Products as complex as those we offer may contfects or experience failures when introduced ogrwtew versions or enhancem
to existing products are released. We have in #w giscovered defects and incompatibilities witistomers’hardware in certain of o
products and may experience delays or loss of tevém correct any new defects or incompatibilitieshe future. Errors in new products
releases after commencement of commercial shipnoentisl result in loss of market share, failure thiave market acceptance, or los
design wins. Our products typically go through oahe verification cycle prior to beginning volumeguction and distribution. As a res
our products may contain defects or flaws thatumeetected prior to volume production and distidrutlf these defects or flaws exist and
not detected prior to volume production and disttiitm, we may be required to reimburse customeargdets to repair or replace the affe
products in the field. We may also be requirednimui additional research and development costmtbaind correct the defect, which cc
divert the attention of our management and engin&em the development of new products. These costtd be significant and cot
adversely affect our business and operating restMesmay also suffer a loss of reputation and/tmsa in our market share, either of wt
could materially harm our financial results.
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Risks Related to Our Partners
We sell our products to a small number of customars] our business could suffer by the loss of thesstomers.

We have only a limited number of customers andsales are highly concentrated. Although a smalllemof our customers repres
the majority of our revenue, their end customeduite a large number of OEMs and system integratoxsughout the world. Our sa
process involves achieving key design wins withdieg PC OEMs and major system builders and supmpttie product design into hi
volume production with key CEMs, ODMs, motherboardl addn board manufacturers. These design wins in tofluénce the retail ar
system builder channel that is serviced by CEMsM3Dmotherboard and add-board manufacturers. Our distribution strategyoi worl
with a small number of leading independent CEMs M3Dmotherboard manufacturers, addsoard manufacturers and distributors, eac
which has relationships with a broad range of sydteiilders and leading PC OEMs. Currently, we aedignificant majority of our digit
media processors directly to distributors, CEMs,MBD motherboard and add-board manufacturers, which then sell boards veith
graphics processor to leading PC OEMs, retail taided to a large number of system builders. Ifweee to lose sales to our PC OE
CEMs, ODMs, motherboard and attdboard manufacturers and were unable to replaedost sales with sales to different customersf
they were to significantly reduce the number ofduais they order from us, our revenue may not resadxceed the expected level in
period, which could harm our financial conditiordasur results of operations.

Difficulties in collecting accounts receivable cadiresult in significant charges against income, vehi could harm our business.

Our accounts receivable are highly concentratednaaike us vulnerable to adverse changes in ourmmesd businesses and to downt
in the economy and the industry. In addition, diffties in collecting accounts receivable or thsesl@f any significant customer co
materially and adversely affect our financial cdioth and results of operations. Accounts receivabled by foreign customers may
difficult to collect. We maintain an allowance fdoubtful accounts for estimated losses resultioghfthe inability of our customers to mi
required payments. This allowance consists of anuaidentified for specific customers and an amdiased on overall estimated expos
As of the end of fiscal 2005, fiscal 2004 and fis2@03 our allowance for doubtful accounts représg.1%, 0.1% and 0.2% of revenue
each fiscal quarter, respectively. If the finan@ahdition of our customers were to deteriorateulténg in an impairment of their ability
make payments, additional allowances may be redjuitdch could adversely affect our operating resulVe may have to record additic
reserves or write-offs in the future, which coutbatively impact our financial results.

We depend on foundries and independent contractirsnanufacture our products and these third partiesay not be able to satis
our manufacturing requirements, which would harm odusiness.

We do not manufacture the semiconductor wafers @edur products and do not own or operate a wédbrication facility. Ou
products require wafers manufactured with statéiefart fabrication equipment and techniques. We @tilisMC, IBM, UMC and Charter
to produce our semiconductor wafers and utilizeepehdent subcontractors to perform assembly, testimd packaging. Our wa
requirements represent a significant portion ofttal production capacity at IBM. We depend orstheuppliers to allocate to us a portio
their manufacturing capacity sufficient to meet oeeds, to produce products of acceptable quatit s acceptable manufacturing yie
and to deliver those products to us on a timelysbaisacceptable prices. These manufacturers mayalele to meet our near-term or long-
term manufacturing or pricing requirements. We wbtaanufacturing services on a purchase order basis foundries we use have
obligation to provide us with any specified minimugnantities of product. TSMC, IBM, UMC and Chartriabricate wafers for oth
companies, including certain of our competitorsj aould choose to prioritize capacity for otherraseeduce or eliminate deliveries to us
increase the prices that they charge us on shtidendf we are unable to meet customer demandtaueduced or eliminated deliveries,
could lose sales to customers, which would negativepact our revenue and our reputation. Becabsel¢adtime needed to establisi
strategic relationship with a new manufacturingtipar could be several quarters, there is no readiailable alternative source of supply
any specific product. In addition, the time and enge to qualify a new foundry could result in aidd&l expense, diversion of resource
lost sales any of which would negatively impact @inancial results. We believe that loterm market acceptance for our products
depend on reliable relationships with TSMC, IBM, OMChartered and any other manufacturers we mayaisasure adequate proc
supply and competitive pricing to respond to cugodemand. Any difficulties like these would haror business.
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We are dependent on third parties located outsidetee United States for assembly, testing and pagikg of our products, whic
reduces our control over the delivery and quantitfour products.

Our digital media processors are assembled anddtdst Siliconware Precision Industries Company ,Lfiimkor Technology Inc
STATS ChipPAC Incorporated and Advanced Semicoraduengineering, Inc., all of which are located adesof the United States. We
not have long-term agreements with any of thesemtbactors. As a result of our dependence on -ty subcontractors for assem
testing and packaging of our products, we do n@otly control product delivery schedules or pradyaality. Any product shortages, qua
assurance problems or political instability outsafethe United States could increase the costs ariufacture, assembly or testing of
products, which could cause our gross margin tdirdecDue to the amount of time typically requiredqualify assemblers and testers,
could experience significant delays in the shipn@ntur products if we are required to find altdive third parties to assemble or test
products or components. Any such delays could tr@sal loss of reputation or a decrease in salesit@ustomers.

We rely on thirdparty vendors to supply tools to us for the devetgmt of our new products and we may be unable ttagbthe tool:
necessary to develop these products.

In the design and development of new products aodyet enhancements, we rely on thaakty software development tools. While
currently are not dependent on any one vendohfastipply of these tools, some or all of thesestomy not be readily available in the fut
For example, we have experienced delays in thedntition of products in the past as a result ofittability of then available softwa
development tools to fully simulate the complextfeas and functionalities of our products. The giesiequirements necessary to n
consumer demands for more features and greatetidnatity from digital media processors in the fitumay exceed the capabilities of
software development tools that are available tdfuthe software development tools we use becomavailable or fail to produce desi
that meet consumer demands, our business couler suff

We may not be able to realize the potential finaadadr strategic benefits of business acquisitiomgyich could hurt our ability to grow
our business, develop new products and sell ourdarats.

In the past we have acquired and invested in dihsinesses that offered products, services andaéadies that we believed would h
expand or enhance our products and services orelipind our distribution channels. We may enter fiature acquisitions of, or investme
in, businesses, in order to complement or expandwuent businesses or enter into a new busireggrent. If we do consider an acquisit
strategic alliance or joint venture, the negotiadi@ould divert managemestattention as well as other resources. For anyiqure or futur
acquisition or investment, the following risks adumpair our ability to grow our business and depehew products, and ultimately, co
impair our ability to sell our products and may fhe#td to any improvements in our financial results:

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

« difficulty in realizing the potential financial atrategic benefits of the transaction;

« diversion of management’s attention from our bussne

« difficulty in maintaining uniform standards, conspprocedures and policies;

« disruption of or delays in ongoing research ancetigoment efforts;

« diversion of capital and other resources;

« assumption of liabilities;

« difficulties in entering into new markets in whiale have limited or no experience and where congrstin such market segme
have stronger positions; and
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« impairment of relationships with employees and aungrs, or the loss of key employees as a resultngf integration of ne
businesses and management personnel.

In addition, the consideration for any future asgfion could be paid in cash, shares of our comstook, the issuance of convertible ¢
securities or a combination of cash, convertiblet@asd common stock. If we pay a portion of thecpase price in cash, our cash rese
would be reduced. If the consideration is paid wsthares of our common stock, or convertible debvestuthe holdings of existil
stockholders would be further diluted. We cannotdast the number, timing or size of future actoiss, or the effect that any st
acquisitions might have on our operations or finanesults.

The impact on our future revenue by Microsoftannouncement that it has entered into an agreemeith one of our competitors
develop technology for future Xbox products andsees is uncertain.

During fiscal 2004, Microsoft announced that it hemtered into an agreement with one of our congostito develop technology
future Xbox products and services. The impact th&t announcement may have on our future reverara ilicrosoft is uncertain, but \
anticipate that we will not achieve historical lsvef Xbox revenue in fiscal 2006. Revenue from fdgoft during fiscal 2005, fiscal 2004 ¢
fiscal 2003 accounted for 13%, 15% and 23% respalygtiof our total revenue. If our revenue from kbisoft declines during fiscal 20086,
will need to increase revenue from other custorremsder to be able to maintain our current revelevel and operating results. If we do
replace any reduction in revenue from Microsoftwitvenue from other customers, our operating testduld be adversely affected.

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

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

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

the prohibition of stockholder action by writtennsent;

a classified board of directors; and

advance notice requirements for director nominati@md stockholder proposals.

On March 5, 2000, we entered into an agreement Mithiosoft in which we agreed to develop and sedipdics chips and to licer
certain technology to Microsoft and its licenseasuse in the Xbox. In the event that an individoiatorporation makes an offer to purct
shares equal to or greater than 30% of the outistgrsthares of our common stock, Microsoft has fred last rights of refusal to purchase
stock. The Microsoft provision and the other fastilsted above could also delay or prevent a chamgentrol of NVIDIA.

Risks Related to Our Competition
The 3D graphics, platform processor and handheldlistries are highly competitive and we may be ureatd compete.

The market for GPUs, MCPs and WMPs for PCs and leldd is intensely competitive and is characterigdrapid technologic
change, evolving industry standards and declinvayage selling prices. We believe that the prirlcgmmpetitive factors in this market i
performance, breadth of product offerings, accessustomers and distribution channels, backwardard software support, conformity
industry standard Application Programming Interfgagr APIs, manufacturing capabilities, price dfitdil media processors and total sys
costs of addn boards and motherboards. We believe that ouityats remain competitive will depend on how welé are able to anticipe
the features and functions that customers will dedmand whether we are able to deliver consistehinves of our products at accept:
levels of quality. We expect competition to incredmth from existing competitors and new marketaetis with products that may be |
costly than ours, or may provide better performaoceadditional features not provided by our produethich could harm our busine
Further, we expect substantial competition fronellstpublicized focus on moving to selling platformusimns dominated by Intel produc
such as the Centrino platform.
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An additional significant source of competitionfism companies that provide or intend to provideUGdhd MCP solutions for the |
and WMP segments. Some of our competitors may fesagter marketing, financial, distribution and mi@cturing resources than we do
may be more able to adapt to customer or techmmabghanges. Our current competitors include theviing:

« suppliers of MCPs that incorporate a combinatior8Df graphics, networking, audio, communications #mgut/Output, or 1/C
functionality as part of their existing solutiossich as ATI, Broadcom, Intel, Silicon Integratedt®yns, Inc. and VIA,

« suppliers of standalone desktop GPUs that incotpdd® graphics functionality as part of their exigtsolutions, such as A
Creative Technology, Matrox Electronics Systems httl XGI Technology, Inc.;

« suppliers of standalone notebook GPUs that incatpoBD graphics functionality as part of their &rig solutions, such as A
Silicon Motion Corporation and the joint ventureaoflivision of SONICblue Incorporated (formerly B8orporated) and VIA; and

« suppliers of WMPs for handheld devices that incoa advanced graphics functionality as part oir teisting solutions, such
ATI, Renesas Technology, Broadcom and Seiko-Epson.

If and to the extent we offer products outsidehaf PC, consumer electronics and handheld segnvemtsay face competition from so
of our existing competitors as well as from companiith which we currently do not compete. We caraszurately predict if we w
compete successfully in any new markets we mayr elfitee are unable to compete in our current amg mew markets, our financial resi
will suffer.

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

Our future success will depend in large part oneaghg design wins, which entails having our exigtand future products chosen
hardware components or subassemblies designed WYENE, ODMs, and add-in board and motherboard n@aturfers. Our add boarc
and motherboard manufacturers and major OEM and @Détbmers typically introduce new system confitjare as often as twice per ye
generally based on spring and fall design cyclesxcofdingly, at the time our OEM and ODM customers making their decisions, ¢
existing products must have competitive performdeuels or we must timely introduce new productthveuch performance characterist
consistent quality, correct price and an adequedtifeset in order to be included in new system configons. Our failure to achieve one
more design wins would harm our business. The poé being qualified for inclusion in an OEdproduct can be lengthy and could ci
us to miss a cycle in the demand of end users foarticular product feature, which also could hayum business. Even if we achiev
significant number of design wins, there can bessurance that our OEM and ODM customers will digttiake the design to production
that the design will be commercially successful.

Our ability to achieve design wins also dependgart on our ability to identify and ensure comptiarwith evolving industry standar
Unanticipated changes in industry standards cander our products incompatible with products dewedl by major hardware manufactu
and software developers, including Intel and MioftsSuch changes would require us to invest Sicgit time and resources to redesign
products to ensure compliance with relevant stateddf our products are not in compliance with @iémg industry standards for a signific
period of time, our ability to achieve design wowild suffer. If we are unable to achieve new desitns for existing or new customers,
may lose market share and our operating resultéddmrinegatively impacted.
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Risks Related to Market Conditions
We are dependent on the PC market and the rated®firowth has and may in the future have a negatimgact on our business.

We derive the majority of our revenue from the saleproducts for use in the desktop PC and noteb®Gksegments, includi
professional workstations. We expect to continudanve most of our revenue from the sale or lieeofsproducts for use in the desktop
and notebook PC segments in the next several yAaresduction in sales of PCs, or a reduction in ghewth rate of PC sales, will redt
demand for our products. Moreover, changes in dédntanild be large and sudden. Since PC manufactafeas build inventories durir
periods of anticipated growth, they may be leftmekcess inventories if growth slows or if they dancorrectly forecast product transitic
In these cases, PC manufacturers may abruptly sdspabstantially all purchases of additional ineentfrom suppliers like us until tl
excess inventory has been absorbed.

If our products do not continue to be accepted I tPC and consumer electronics segments or if dethdy the PC and consum
electronics segments for new and innovative produdécreases, our business and operating resultsld/suffer.

Our success depends in part upon continued broagtiad of our digital media processors for 3D giaphin PC and consurr
electronics applications. The market for digitaldi@eprocessors has been characterized by unprelticdad sometimes rapid shifts in
popularity of products, often caused by the puliicaof competitive industry benchmark results, s in dynamic randomecess memo
devices pricing and other changes in the totalesystost of adda boards, as well as by severe price competitioth lay frequent ne
technology and product introductions. Only a smalinber of products have achieved broad market samoep and such market acceptanc
achieved, is difficult to sustain due to intensenpetition and frequent new technology and produotrbductions. Since the PC segment is
core business, our business would suffer if for @ason our current or future digital media processlo not continue to achieve widesp
acceptance in the PC segment. If we are unablertplete the timely development of products or ifwere unable to successfully and cost-
effectively manufacture and deliver products thaetrthe requirements of the PC segment, we mayiexge a decrease in revenue w|
could negatively impact our operating results. Aiddially, there can be no assurance that the ingugtl continue to demand new produ
with improved standards, features or performaniceut customers and the market do not continueetmahd new products with increa
performance, features, functionality or standasdtes of our products could decline and our busiaes operating results could suffer.

We are subject to risks associated with internatiboperations which may harm our business.

A significant portion of our semiconductor wafers amanufactured, assembled, tested and packagghirdhparties located outside of 1
United States. Additionally, we generated 76% aftotal revenue from sales to customers outsidbefJnited States and other Americas
the fiscal 2005. Revenue from sales to custometsidriof the United States and other Americasifwaf 2004 and 2003 accounted for
and 68% of total revenue, respectively. The manufacassembly, test and packaging of our produdiside of the United States and sale
these customers outside of the United States draat Aimericas subjects us to a number of risks #ssotwith conducting business outsid
the United States and other Americas, including not limited to:

« international economic and political conditions;

» unexpected changes in, or impositions of, legigtatir regulatory requirements;
« labor issues in foreign countries;

« cultural differences in the conduct of business;

 inadequate local infrastructure;

« delays resulting from difficulty in obtaining exjpolicenses for certain technology, tariffs, quotasd other trade barriers ¢
restrictions;

« transportation delays;
« longer payment cycles;
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« difficulty in collecting accounts receivable;

« fluctuations in currency exchange rates;

« imposition of additional taxes and penalties;

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

« other factors beyond our control, including tesari civil unrest, war and diseases such as seweite aespiratory syndrome,
SARS and Bird flu.

If sales to any of our customers outside of thetéthiStates and other Americas are delayed or daddeécause of any of the ab
factors, our revenue may be negatively impacted.

We also have sales offices in several internatitowations including Taiwan, Russia, Japan, Chitang Kong, Germany, France and
United Kingdom. We have a design center in Gernaary/ recently opened a design center in India. @ternational operations are subjec
the many of the risks contained in the above [sfficulties with our international operations, Inding finding appropriate staffing, m
divert management’s attention and other resourte$ which could negatively impact our operatiresults.

Currently, all of our arrangements with thipdsty manufacturers and subcontractors providepfming and payment in United Sta
dollars as are sales to our customers locateddeutsithe United States and other Americas. Ineasthe value of the United Statesllar
relative to other currencies would make our prosiuobre expensive, which would negatively impact ability to compete. Converse
decreases in the value of the United Statkedfar relative to other currencies could resultoir suppliers raising their prices in orde
continue doing business with us. To date, we haxteengaged in any currency hedging activities,calth we may do so in the futL
Fluctuations in currency exchange rates could tmrmbusiness in the future.

Hostilities involving the United States and/or te@mist attacks could harm our business.

The financial, political, economic and other unagtties following the terrorist attacks upon theitdd States led to a weakening of
global economy. Subsequent terrorist acts andfthteat of future outbreak or continued escalatibhostilities involving the United Stal
and Iraqg or other countries could adversely affieetgrowth rate of our revenue and have an adwdfset on our business, financial condi
or results of operations. In addition, any escafatin these events or similar future events mayugdisour operations or those of
customers, distributors and suppliers, which caldd adversely affect our business, financial diowior results of operations.

Our business is cyclical in nature and an industdpwnturn could harm our financial results.

Our business is directly affected by market coondgi in the highly cyclical semiconductor industiycluding alternating periods
overcapacity and capacity constraints, variationsianufacturing costs and yields, significant exjitemes for capital equipment and proc
development and rapid technological change. If meumable to respond to changes in our industryclwban be unpredictable and rapic
an efficient and timely manner, our operating rssabuld suffer. In particular, from time to tinthe semiconductor industry has experiel
significant and sometimes prolonged downturns atarazed by diminished product demand and acceldratosion of average selling pric
If we cannot take appropriate actions such as iadumur costs to sufficiently offset declines imuind during a downturn, our revenue
earnings will suffer during downturns.

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

Because of our reliance on TSMC and UMC, our bissimeay be harmed by political instability in Taiwarcluding the worsening of t
strained relations between The People’s Republichiha and Taiwan, or if relations between the &thiBtates and The PeoldRepublic ¢
China are strained due to foreign relations evehtmy of our suppliers experienced a substadisiuption in their operations, as a result
natural disaster, political unrest, economic insitgbacts of terrorism or war, equipment failweother cause, could harm our business.
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We are exposed to fluctuations in the market valuwdur portfolio investments and in interest rates

We invest in a variety of financial instrumentsnpsisting principally of investments in commercialpgr, money market funds and hig
liquid debt securities of corporations, municigaltand the United States government and its agenthese investments are denominat
United States dollars.

We account for our investment instruments in acaoce with SFAS No. 115. All of the cash equivaleartsl marketable securities
treated as "available-faale" under SFAS No. 115. Investments in both fisad and floating rate interest earning instrumeairry a degre
of interest rate risk. Fixed rate debt securitieg/have their market value adversely impacted dwerise in interest rates, while floating |
securities may produce less income than expectadefest rates fall. Part of our portfolio incledequity investments in publicly trac
companies, the value of which are subject to maykee volatility. Due in part to these factorsy duture investment income may fall shor
expectations due to changes in interest ratestbeiflecline in fair value of our publicly tradeguéy investments is judged to be other-than-
temporary. We may suffer losses in principal ifcted to sell securities that decline in market value to changes in interest rates. Howe
because our debt securities are classified aslédaifor-sale”, no gains or losses are recognized due togelsain interest rates unless <
securities are sold prior to maturity.

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

The price of our common stock has fluctuated gyedthese price fluctuations have been rapid anéree\For example, on Augusi
2004, we announced that the operating results @iorsecond quarter of fiscal 2005 included signiftba lower amounts of revenue ¢
earnings per share than had been expected by tseswamnalysts. Our announcement was followed bydirte in the trading price of ¢
common stock. Conversely, on February 17, 2005ameounced better than expected financial resuitshio fourth quarter of fiscal 20(
This announcement was followed by an increase énpitice of our common stock. We believe that ouartprly and annual results
operations may continue to be affected by a vawétiactors that could harm our revenue, grossipanfd results of operations. The prict
our common stock may continue to fluctuate greiatihe future due to factors that are remmpany specific, such as the decline in the U
States economy, acts of terror against the UnitateS§ war or due to a variety of company spediators, including quarter to quar
variations in our operating results, shortfallgénenue or earnings from levels expected by séesid@nalysts and the other factors disct
in these risk factors.

Risks Related to Intellectual Property, Litigationand Government Action

While we believe that we currently have adequatéeinal controls over financial reporting, we are pased to risks from rece
legislation requiring companies to evaluate thosgdrnal controls.

Section 404 of the Sarban@sdey Act of 2004 requires our management to reportand our independent registered public accog
firm to attest to, the effectiveness of our intéroantrol structure and procedures for financigiaming. We have an ongoing progran
perform the system and process evaluation anchtestcessary to comply with these requirementss Tgislation is relatively new a
neither companies nor accounting firms have sigaift experience in complying with its requiremem¥s.a result, we have incurred, i
expect to continue to incur increased expense @u@é\ote additional management resources to Se¢fidrcompliance. In the event that
chief executive officer, chief financial officer our independent registered public accounting filgtermine that our internal controls ¢
financial reporting are not effective as definedienSection 404, investor perceptions of us maypdersely affected and could caut
decline in the market price of our stock.

Expensing employee stock options in future periad#l materially and aversely affect our reported egating results.

Since inception, we have used stock options and esaoployee stock purchase program as fundamentapaoemts of ot
compensation packages. To date we generally hawecoagnized compensation cost for employee stptioes or shares sold pursuant to
employee stock purchase program. We believe tleaetincentives directly motivate our employees #mough the use of vesting, encout
our employees to remain with us. In December 2@Bd, Financial Accounting Standards Board issued $SNA. 123(R),ShareBasel
Paymen, or SFAS No. 123(R). SFAS No. 123(R) is effecfioeinterim or annual periods beginning after JaBe 2005, and requires that
record compensatioexpense for stock options and our employee stocghaise plan using the fair value of those awardpegsing thes
incentives in future periods will materially andvadsely affect our reported operating results asstbckbased compensation expense w
be charged directly against our reported earnifigsthe extent that SFAS No. 123(R) makes it mongeasive to grant stock options ol
continue to have an employee stock purchase progwanmay decide to incur increased cash compemsetists. In addition, actions that
may take to reduce the naash expense may make it difficult to attract,iretand motivate employees any of which could adslgraffec
our competitive position as well as our businegb@erating results.
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We are currently involved in patent litigation, wth, if not resolved favorably, could require us pay damages.

We are currently involved in patent litigation. @gtober 19, 2004, Opti Incorporated, or Opti, fiedomplaint for patent infringeme
against us in the United States District Courttfr Eastern District of Texas. Opti asserts thapanified NVIDIA chipsets infringe fi\
United States patents held by Opti. Opti seeks esiipd damages for our conduct, attorneys feestidpleé damages because of our alle
willful infringement of these patents. Discoveryshaot begun and no trial date has been set. Wevieethe claims asserted against u
without merit and we will continue to defend ouvgsl vigorously.

In August 2004, a Texas limited partnership namedefican Video Graphics, LP, or AVG, filed three aegte complaints for pate
infringement against various corporate defendamisificluding NVIDIA) in the United States Distri€ourt for the Eastern District of Tex
AVG initially asserted that each of the approxinhatbirty defendants sells products that infringeeamr more of seven separate patents
AVG claims relate generally to graphics procesdingtionality. Each of the three lawsuits targegedifferent group of defendants; one «
involves approximately twenty of the leading pelaromputer manufacturers, the PC Makers Casecaseinvolves the three leading vi
game console makers, the Game Console Case, andaeeenvolves approximately ten of the leadingewidjame publishers, the Ge
Publishers Case. In November 2004, NVIDIA sougltt @as granted permission to intervene in two ofttiree pending AVG lawsuits, t
PC Makers Case and the Game Console Case. NV#démplaint in intervention alleges both that tléepts in suit are invalid and that
the extent AVGS claims target NVIDIA products, the asserted patame not infringed. Two other leading supplierg@phics processi
products, Intel and ATI, have also intervened i@ tiases, ATI in both the PC Makers and Game CorGade, and Intel in the PC Mak
Case.

After some consensual reconfigurations proposethéyarious parties, in January 2005, the distetrt judge entered Docket Con
and Discovery Orders in the three lawsuits. The NPgkers case now involves four separate patentsismdrrently scheduled for tr
beginning on September 11, 2006. The Game Conse {Dvolves a single patent and is currently saleeldfor trial beginning on Decemt
4, 2006. We believe that, to the extent A¥@ifringement allegations target functionalitytthaay be performed by NVIDIA products, th
claims are without merit, and we will continue ®fehd ourselves and our products vigorously.

Our defenses against these suits may be unsuckessfihis time, we cannot reasonably estimate tliege of any loss or dama
resulting from these suits due to uncertainty reiggrthe ultimate outcome. If these cases go faiwae expect that they will result additio
legal and other costs, regardless of the outcorhighacould be substantial.

Our industry is characterized by vigorous protecti@nd pursuit of intellectual property rights or mitions that could result i
litigation and substantial costs to us.

The semiconductor industry is characterized by ndge protection and pursuit of intellectual propeights and positions, which he
resulted in protracted and expensive litigatione Tdigital media processor industry in particulas leeen characterized recently by
aggressive pursuit of intellectual property posiipand we expect our competitors to continue tsymi aggressive intellectual propr
positions. The technology that we use to designdenetlop our products and that is incorporated mtoproducts may be subject to cla
that it infringes the patents or intellectual pnapeights of others. Our success is dependentwrability to develop new products with
infringing or misappropriating the intellectual pegty rights of others. From time to time we reeenotices or are included in legal acti
alleging that we have infringed patents or othéeliectual property rights owned by third parti#ge expect that, as the number of iss
hardware and software patents increases, and gsetition in our product lines intensifies, the vole of intellectual property infringeme
claims may increase. If infringement claims are enagainst us, we may seek licenses under the aitshyaatents or other intellectt
property rights. However, licenses may not be efieio us at all or on terms acceptable to us,qaatily by competitors. The failure to obt
a license from a third party for technology usedubycould cause us to incur substantial liabilifed to suspend the manufacture of and
of one or more products, which could reduce ouemee¢ and harm our business. Furthermore, we migténclaims or litigation against th
parties for infringement of our proprietary riglatsto establish the validity of our proprietaryhig, which could be costly.
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If we have to initiate a claim, our operating exgpes may increase which could negatively impact aperating results. In order
develop products, we have licensed technology fitwind parties for incorporation in our digital maddrocessors, and expect to contint
enter into license agreements with third partigsffiture products. These licenses may result iraltgypayments to third parties, the ci
licensing of technology by us or payment of othemsideration. If these arrangements are not cordiwh commercially reasonable term
at all, our competitive position and our businessid suffer.

We have agreed to indemnify certain customersédaiam claims of infringement arising out of safeoar products. We may be involv
in future lawsuits or other legal proceedings atiggoatent infringement or other intellectual prapeights violations by us or customers !
we have agreed to indemnify for certain claimsnéfingement arising out of the sale of our produotthese customers. In addition, litiga
or other legal proceedings may be necessary to:

 assert claims of infringement;

enforce our patents;

protect our trade secrets or know-how; or

determine the enforceability, scope and validityhaf propriety rights of others.

Regardless of the outcome, litigation can be vergtlg and can divert managementattention from other matters. We may
unsuccessful in defending or pursuing these lawswitclaims. An unfavorable ruling could includgrsficant damages, invalidation o
patent or group of patents, indemnification of oustrs, payment of lost profits, or, when it hasrbseught, injunctive relief. If one of ¢
patents in invalidated or found to be unenforcealskewould be unable to license the patent whialicceesult in a loss of revenue. We or
customers may be required to obtain a licensedmther partiespatents or intellectual property. If we fail to alst a license from a thi
party for technology we use or that is used byrateinnified customer, we could be subject to sulisfaibilities or have to suspend
discontinue the manufacture of and sale of one arenof our products either of which could reduce myvenue and harm our busin
Initiation of claims or indemnification of a custemmay increase our operating expenses which cmgddtively impact our operating results.

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

We rely primarily on a combination of patents, gathrks, trade secrets, employee and thady nondisclosure agreements and licer
arrangements to protect our intellectual propentythe United States and internationally. We havmemous patents issued, allowed
pending in the United States and in foreign coestrOur patents and pending patent applicatioaseréd technology used by us in connec
with our products, including our digital media pessors. We also rely on international treaties @gdnizations and foreign laws to pro
our intellectual property. The laws of certain fgrecountries in which our products are or may kenuafactured or sold, including varic
countries in Asia, may not protect our productintellectual property rights to the same exterbyashe laws of the United States. This m:
the possibility of piracy of our technology and guats more likely. We continuously assess whethdrvahere to seek formal protection
particular innovations and technologies based oh factors as: the commercial significance of querations and our competitorgeration
in particular countries and regions; the locatinonwihich our products are manufactured; our stratégthnology or product directions
different countries; and the degree to which ietelial property laws exist and are meaningfullyoerdd in different jurisdictions.

Our pending patent applications and any futureieabns may not be approved. In addition, anydsgspatents may not provide us v
competitive advantages or may be challenged byl tharties. The enforcement of patents by others haayn our ability to conduct a
business. Others may independently develop sulatgnéquivalent intellectual property or otherwigain access to our trade secret
intellectual property. Our failure to effectivelygbect our intellectual property could harm ouribass. We have licensed technology f
third parties for incorporation in our digital madirocessors, and expect to continue to entetiggnse agreements for future products. T
licenses may result in royalty payments to thirdtipa, the cross licensing of technology by us ayrpent of other consideration. If th
arrangements are not concluded on commerciallyredde terms, our business could suffer.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Interest Rate Risk

We invest in a variety of financial instrumentsnsisting principally of investments in commercialpgr, money market funds and hic
liquid debt securities of corporations, municigaltand the United States government and its agenthese investments are denominat
United States dollars.

We account for our investment instruments in acaoce with Statement of Financial Accounting StadslaMo. 115, or SFAS No. 1:
Accounting for Certain Investments in Debt and Bg®ecurities. All of the cash equivalents and marketable s&esriare treated
"available-forsale" under SFAS No. 115. Investments in both fissdd and floating rate interest earning instrumeatry a degree of inter
rate risk. Fixed rate securities may have theirketavalue adversely impacted due to a rise in @sterates, while floating rate securities |
produce less income than expected if interest fattDue in part to these factors, our futureésiment income may fall short of expectat
due to changes in interest rates or we may sufisels in principal if forced to sell securitiesttacline in market value due to change
interest rates. However, because we classify obt skecurities as "available-fegle,” no gains or losses are recognized due togesair
interest rates unless such securities are sold frimaturity. These securities are reported atviailue with the related unrealized gains
losses included in accumulated other comprehemsbane, a component of stockholders’ equity, ndasf

As of January 30, 2005, we performed a sensitaitglysis on our floating and fixed rate financralestments. According to our analy
parallel shifts in the yield curve of both %0 basis points would result in changes in fairkaetiwalues for these investments of approximi
$2.9 million.

Exchange Rate Risk

We consider our direct exposure to foreign exchamage fluctuations to be minimal. Currently, sadesl arrangements with thigghrty
manufacturers provide for pricing and payment intéthStates dollars, and therefore are not subjeekchange rate fluctuations. To date
have not engaged in any currency hedging actiyviiksough we may do so in the future. Fluctuationsurrency exchange rates could h
our business in the future.

ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPL EMENTARY DATA
The information required by this item is set faritour consolidated financial statements and nitteeto included in this Annual Repc
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable.
ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedur

Based on their evaluation as of January 30, 2006 anagement, including our Chief Executive Offiaed Chief Financial Office
have concluded that our disclosure controls andquares (as defined in Rule 1Bae) under the Securities Exchange Act of 1934he
Exchange Act) were effective to ensure that theenmedtinformation required to be disclosed by ughis Annual Report on Form 10-was
recorded, processed, summarized and reported will@ntime periods specified in the Securities ard¢hange Commissios’rules an
instructions for Form 10-K.

Managemer's Annual Report on Internal Control Over FinancRéporting

Our management is responsible for establishingnaaiditaining adequate internal control over finah@gorting, as such term is defir
in Exchange Act Rule 1385(f). Under the supervision and with the partitipa of our management, including our Chief ExegaitDfficel
and Chief Financial Officer, we conducted an evidumaof the effectiveness of our internal contrgkpfinancial reporting as of January
2005 based on the criteria set forthimternal Control - Integrated Framewotiksued by the Committee of Sponsoring Organizatafrte
Treadway Commission. Based on our evaluation utitercriteria set forth internal Control — Integrated Frameworkour manageme
concluded that our internal control over financggorting was effective as of January 30, 2005.
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Our managemerg’assessment of the effectiveness of our inteovdta over financial reporting as of January 3002 has been audit
by PricewaterhouseCoopers LLP, an independenttezgispublic accounting firm, as stated in theporé which is included herein.

Changes in Internal Control Over Financial Repogtin

There were no changes in our internal controls @wancial reporting during our last fiscal quarteat have materially affected, or
reasonably likely to materially affect, our interoantrol over financial reporting.

Inherent Limitations on Effectiveness of Cont

Our management, including our Chief Executive @ffiand Chief Financial Officer, does not expect tha disclosure controls a
procedures or our internal controls, will prevetitesror and all fraud. A control system, no matteiw well conceived and operated,
provide only reasonable, not absolute, assuraratehle objectives of the control system are metthien, the design of a control system n
reflect the fact that there are resource consgaard the benefits of controls must be considezkadive to their costs. Because of the inhe
limitations in all control systems, no evaluatidncontrols can provide absolute assurance thaioalfrol issues and instances of fraud, if
within our Company have been detected.

ITEM 9B. OTHER INFORMATION

None.
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PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT
Identification of Directors

Reference is made to the information regardingctiirs appearing under the heading “Election of @oes” in our 2005 Prox
Statement, which information is hereby incorpordigdeference.

Identification of Executive Officers

Reference is made to the information regarding @tkee officers appearing under the heading “Exeeu®fficers of the Registranth
Part | of this Annual Report on Form 10-K, whiclidmmation is hereby incorporated by reference.

Identification of Audit Committee and Financial Expert

Reference is made to the information regardingctlins appearing under the headiReport of the Audit Committee of the Boarc
Directors” in our 2005 Proxy Statement, which imf@tion is hereby incorporated by reference.

Material Changes to Procedures for Recommending Déctors

Reference is made to the information regardingctiirs appearing under the heading “Election of @oes” in our 2005 Prox
Statement, which information is hereby incorpordigdeference.

Compliance with Section 16(a) of the Exchange Act

Reference is made to the information appearing utite heading “Section 16(a) Beneficial Ownershigp&ting Compliancein oul
2005 Proxy Statement, which information is herginorporated by reference.

Code of Ethics

Reference is made to the information appearing utide heading “Code of Ethicsfi our 2005 Proxy Statement, which informatio
hereby incorporated by reference.

ITEM 11. EXECUTIVE COMPENSATION

Reference is made to the information appearing utite heading “Executive Compensatioim’ our 2005 Proxy Statement, wh
information is hereby incorporated by reference.

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

Reference is made to information appearing in @@52Proxy Statement under the headiggcurity Ownership of Certain Benefic
Owners and Management” and “Equity Compensation Pitormation,” which information is hereby incomated by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

Reference is made to information appearing in @@52Proxy Statement under the heading “Certain Saetions, " which information i
hereby incorporated by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
Reference is made to information appearing in @052°Proxy Statement, which information is herelnpnporated by reference.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(@)

(@)

(@)

Page

Consolidated Financial Statements

Report of Independent Registered Public Accourfiiing, PricewaterhouseCoopers LLP

Report of Independent Registered Public Accourfiingn, KPMG LLP

Consolidated Balance Sheets as of January 30,2@3anuary 25, 2004

Consolidated Statements of Income for the years@denuary 30, 2005, January 25, 2004 and JanG6aB0Q3

Consolidated Statements of Stockholders’ Equity @adhprehensive Income for the years ended Jan@ar30®5,
January 25, 2004 and January 26, 2003

Consolidated Statements of Cash Flows for the y&aaled January 30, 2005, January 25, 2004 andrya2,a2003

Notes to Consolidated Financial Stateme

Financial Statement Schedules

Schedule Il Valuation and Qualifying Accounts

Exhibits

The exhibits listed in the accompanying index tbilkits are filed or incorporated by reference @& of this Annuz
Report.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors
NVIDIA Corporation:

We have completed an integrated audit of NVIDIA @woation’s fiscal 2005 consolidated financial stagats and of its internal control over
financial reporting as of January 30, 2005 in adaace with the standards of the Public Company Aeting Oversight Board (United
States). Our opinions, based on our audit, areepted below.

Consolidated fnancial statements and financial statement scieedul

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15{(g)(&sent fairly, in all material respects,
financial position of NVIDIA Corporation and itsIssidiaries at January 30, 2005, and the resulissif operations and their cash flows for
the year then ended in conformity with accountiriggiples generally accepted in the United StafeSmerica. In addition, in our opinion,
the financial statement schedule listed in thexrajgpearing under Item 15(a)(2) presents fairhglimaterial respects, the information set
forth therein when read in conjunction with theatetl consolidated financial statements. These diahgstatements and the financial staten
schedule are the responsibility of the Company’sagament. Our responsibility is to express an opiwin these financial statements based
on our audit. We conducted our audit of these statds in accordance with the standards ofthielic Company Accounting Oversight Bo:

(United States). Those standards require thailareand perform the audit to obtain reasonablerasse about whether the financial
statements are free of material misstatement. Ait afifinancial statements includes examiningadest basis, evidence supporting the
amounts and disclosures in the financial statemasgessing the accounting principles used andfisamt estimates made by management,
and evaluating the overall financial statement gméstion. We believe that our audit provides ageable basis for our opinion.

Internal control over financial reporting

Also, in our opinion, management’s assessmentydted in Management’'s Annual Report on Internal @dmtver Financial Reporting
appearing under Item 9A, that the Company mainthéféective internal control over financial repagias of January 30, 2005 based on
criteria established imternal Control - Integrated Framewoi&sued by the Committee of Sponsoring Organizatidrike Treadway
Commission (COSO0), is fairly stated, in all materéspects, based on those criteria. Furthermoreyi opinion, the Company maintained,
in all material respects, effective internal cohtreer financial reporting as of January 30, 200ased on criteria establishediirternal
Control - Integrated Frameworissued by the COSO . The Company’s managemengpensible for maintaining effective internal comtro
over financial reporting and for its assessmerihefeffectiveness of internal control over finahogporting. Our responsibility is to express
opinions on management’s assessment and on thatiedfeess of the Company’s internal control oveaficial reporting based on our audit.
We conducted our audit of internal control ovegfinial reporting in accordance with the standafdeePublic Company Accounting
Oversight Board (United States). Those standamgisinethat we plan and perform the audit to obtaasonable assurance about whether
effective internal control over financial reportingis maintained in all material respects. An aaflinternal control over financial reporting
includes obtaining an understanding of internatimver financial reporting, evaluating managetieeassessment, testing and evaluating
the design and operating effectiveness of intezoatrol, and performing such other procedures asamsider necessary in the
circumstances. We believe that our audit providessagonable basis for our opinions.

A company'’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegenerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (ii) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financakestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; anda(ibiyide reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companysats that could have a material effect on thenfiizd statements.
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Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadesjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP
San Jose, California
March 22, 2005
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
NVIDIA Corporation:

We have audited the accompanying consolidated balaheet of NVIDIA Corporation and subsidiariee(tCompany”),as of January 2
2004, and the related consolidated statementscofiie, stockholdersgquity and comprehensive income, and cash flowsdgh of the yea
in the twoyear period ended January 25, 2004. In connectitimour audits of the consolidated financial stagets, we have also audited
financial statement schedule for the two years eéddauary 25, 2004 as listed in the index of ItémThese consolidated financial statem
and financial statement schedule are the respdihsiof the Companys management. Our responsibility is to expressanian on thes
financial statements based on our audits.

We conducted our auditsin accordance with the standards of the Public GompAccounting Oversight Board (United States). Sk
standards require that we plan and perform thet anidibtain reasonable assurance about whethdintgcial statements are free of mate
misstatement An audit includes examining, on a basiis, evidence supporting the amounts and dis@esin the consolidated financ
statements. An audit also includes assessing theuating principles used and significant estimatesde by management, as wel
evaluating the overall financial statement preg@raWe believe that our audits provide a reastmbhsis for our opinion.

In our opinion, the consolidated financial statetearferred to above present fairly, in all materégspects, the financial position of NVID
Corporation and subsidiaries as of January 25, 280d the results of its operations and their ¢lsts for each of the years in the twea
period ended January 25, 2004, in conformity withoainting principles generally accepted in the &bhiStates of America. Also, in ¢

opinion, the related financial statement schedutesn considered in relation to the consolidatedrfaial statements taken as a whole, pre
fairly, in all material respects, the informaticet $orth therein.

Is/
KPMG LLP

Mountain View, California

February 12, 2004
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Goodwill

January 30, January 25,
2005 2004
ASSETS
Current assets:
Cash and cash equivalents $ 208,51 $ 214,42:
Marketable securities 461,53 389,62:
Accounts receivable, less allowances of $13,153%rid731 in 2005 and 2004, respectively 296,27¢ 196,63:
Inventories 315,51¢ 234,23t
Prepaid expenses and other current assets 19,81¢ 14,53¢
Deferred income taxes 3,26¢ 3,261
Total current assets 1,304,92 1,052,71.
Property and equipment, net 178,95! 190,02¢
Deposits and other assets 9,03¢ 7,731
108,10° 108,90¢
Intangible assets, net 27,51« 39,96:
$ 1,628,531 $ 1,399,34.
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 238,22 $ 185,34
Accrued liabilities 182,07 144,75!
Current portion of capital lease obligations 85€ 4,01¢
Total current liabilities 421,15¢ 334,11
Deferred income tax liabilities 20,75¢ 8,60¢
Capital lease obligations, less current portion - 85€
Long-term liabilities 8,35¢ 4,58z
Commitments and contingent liabilities - see Nd2e 1
Stockholders’ equity:
Common stock, $.001 par value; 1,000,000,000 stargmrized; 169,173,898 shares issuec
167,089,545 outstanding in 2005; and 164,145, 787estissued and outstanding in 2004 16¢ 164
Additional paid-in capital 636,61¢ 583,48
Deferred compensation (2,926 (5,469
Treasury stock (24,649 -
Accumulated other comprehensive income (loss), net (3,469 85C
Retained earnings 572,51« 472,15¢
Total stockholders' equity $ 1,178,26! 1,051,18!
$ 1,628,531 $ 1,399,34.

NVIDIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share data)

See accompanying notes to consolidated finanassients.
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NVIDIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(In thousands, except per share data)

Revenue
Cost of revenue
Cost of revenue related to stock option exchanye (1

Gross profit

Operating expenses:

Research and development

Sales, general and administrative
In-process research and development
Stock option exchange (1)

Total operating expenses

Income from operations

Interest income

Interest expense

Other income (expense), net

Convertible debenture redemption expense

Income before income tax expense
Income tax expense

Net income
Basic net income per share
Diluted net income per share

Shares used in basic per share computation
Shares used in diluted per share computation

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
$ 2,010,03: $ 1,822,994 $ 1,909,44

1,360,54 1,294,06 1,327,27.

= = 6,164

649,48¢ 528,87¢ 576,01.

335,10« 269,97: 224,87

200,78 165,24¢ 151,48!

- 3,50( -

-- -- 55,66¢

535,89: 438,72: 432,02¢

113,59¢ 90,15, 143,98t

11,42: 18,56 23,24¢

(164) (12,010 (16,467

594 3,03¢ (20¢)

-- (13,06¢) --

125,44! 86,67 150,55

25,08¢ 12,25¢ 59,75¢

100,35t $ 74,41¢  $ 90,79¢

$ 0.6C $ 0.4€ $ 0.5¢
$ 057 $ 04: $ 0.54
166,06: 160,92: 153,51:

176,55¢ 172,70° 168,39:

(1) The $61,832 stock option exchange expenséhtoyear ended January 26, 2003 relates to persassetiated with cost of revenue (for
manufacturing personnel), research and developarghsales, general and administrative of $6,168,443 and $20,251, respectively.

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

(In thousands, except share data)

Accumulated

Other Total
Additional Deferred Total Compre-
Compre- Stock-
Compen- Treasury
Common Stock Paid in hensive  Retainec holders’ hensive
Income
Shares  Amount Capital sation Stock (Loss) Earnings Equity Income
Balances, January 27, 2002 149,553,13$ 15C$ 456,62: - -$ 10€ $306,94($ 763,81
Issuance of common stock fr
stock plans 4,421,82. 4 25,48: - - - - 25,48;
Stock option exchange offer 3,815,06! 4 39,90: -- -- -- -- 39,90¢
Tax benefit from stock plans - -- 9,18( - - - - 9,18(
Deferred compensation -- -- -- (15€) -- -- -- (15€)
Unrealized gain - -- - - - 5,74z - 5,74z 5,74z
Tax effect of unrealized gain -- -- -- -- -- (2,297 -- (2,297  (2,297)
Cumulative translation
adjustments - -- - - - 207 - 207 207
Net income = = -- - - -- 90,79¢ 90,79¢ 90,79¢
Balances, January 26, 2003 157,790,02 156  531,18¢ (15€) - 3,76( 397,73¢ 932,68  94,45]
Issuance of common stock fr
stock plans 6,355,76! 6 37,661 - - - - 37,67
Tax benefit from stock plans - -- 8,48¢ - - - - 8,48¢
Deferred compensation -- -- 6,14( (5,989 -- -- -- 15€
Amortization of deferred
compensation - -- - 672 - - - 672
Unrealized loss -- -- -- -- -- (4,850 -- (4,850 (4,850
Tax effect of unrealized loss - -- - - - 1,94(C - 1,94( 1,94(C

Reclassification adjustment fc

net gains included in net

income - - - - - - - - (3,159
Tax effect of reclassification

adjustment for net gains

included in net income -- - -- -- -- -- -- -- 632
Net income - - - - - - 74,41¢ 74,41¢  74,41¢
Balances, January 25, 2004 164,145,78 164  583,48. (5,46¢) -- 85C 472,15¢ 1,051,18 68,98
Issuance of common stock fr

stock plans 5,028,11: 5 42,49 -- -- -- -- 42,50:

Stock repurchase (2,084,35) -- - - (24,649 - - (24,649

Tax benefit from stock plans -- -- 11,84¢ -- -- -- -- 11,84¢

Deferred compensation - -- (1,205 1,20t - - - -
Amortization of deferred

compensation -- -- -- 1,337 -- -- -- 1,33i
Unrealized loss - -- - - - (5,939 - (5,939 (5,939
Tax effect of unrealized loss -- -- -- -- -- 1,47(C -- 1,47( 1,47(C

Reclassification adjustment fc
net losses included in net
income - -- - - - 193 - 192 192

Tax effect of reclassification
adjustment for net losses



included in net income
Net income

Balances, January 30, 2005

. . . - - (38) = (38) (38)
- - - - - - 100,35( 100,35 100,35

167,089,54 $ 16€$ 636,61($ (2,920$ (24,649)$ (3,465 $572,51: $1,178,26! $ 96,04

See accompanying notes to consolidated financgdsients.
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(In thousands)

NVIDIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
Cash flows from operating activities:
Net income $100,356 $74,419 $90,799
Adjustments to reconcile net income to net caskigeal by operating
activities:
In-process research and development -- 3,500 --
Non-cash realized gain on investment exchange (533) -- --
Depreciation and amortization 102,597 82,016 58,216
Net loss on retirements of property and equipment 412 -- --
Write-off of convertible debenture issuance costs - 5,485 -
Deferred income taxes 12,141 55,135 29,768
Stock-based compensation 1,337 672 (156)
Issuance of common stock in exchange for stocloogpti -- -- 39,906
Bad debt expense (844) 731 1,917
Tax benefit from employee stock plans 11,845 8,488 9,180
Changes in operating assets and liabilities:
Accounts receivable (110,312) (88,222) (20,867)
Inventories (81,280) (85,126) 68,831
Prepaid income taxes -- -- 38,016
Prepaid expenses and other current assets (5,569) (2,698) (4,315)
Deposits and other assets (1,458) (3,482) 63
Accounts payable 52,941 43,506 (72,890)
Accrued liabilities 50,567 (44,746) 26,564
Net cash provided by operating activities 132,200 49,678 265,032
Cash flows from investing activities:
Purchases of marketable securities (313,760) (734,642) (639,500)
Sales and maturities of marketable securities 229,068 1,021,590 422,200
Acquisition of businesses -- (71,303) (3,901)
Purchases of property and equipment and intangdsets (67,261) (127,604) (63,123)
Release of restricted cash - - 7,000
Net cash provided by (used in) investing activities (151,953) 88,041 (277,324)
Cash flows from financing activities:
Redemption of convertible debenture -- (300,000) --
Common stock issued under employee stock plans 42,502 37,757 25,487
Stock repurchase (24,644) -- --
Sale lease back financing -- -- 5,734
Principal payments on capital leases (4,015) (8,048) (4,935)
Net cash provided by (used in) financing activities 13,843 (270,291) 26,286
Change in cash and cash equivalents (5,910) (132,572) 13,994
Cash and cash equivalents at beginning of period 214,422 346,994 333,000
Cash and cash equivalents at end of period $208,512 $214,422 $346,994
Supplemental disclosures of cash flow information:
Cash paid for interest $163 $15,167 $15,100
Cash paid (refund) for income taxes, net $763 $(211) $(35,101)
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NVIDIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS - (Continued)
(In thousands)

Other non-cash activities:

Acquisition of business - goodwill adjustment ($1,09) $ - $ -
Assets recorded under capital lease arrangements $ - $ 2526 $ -
Application of customer advance to accounts reddéva $ (11,509 $ (46,866 $ (11,79))
Marketable security received from investment exgean $ 68¢ $ - $ -
Asset retirement obligation $ 448: $ - $ =
Unrealized gains (losses) from marketable secaritie $ (5,745 $ (4,850 $ 5,742
Deferred stock-based compensation $ (1,205 $ 6,14C $ =

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

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

NVIDIA Corporation is a worldwide leader in grapki@and digital media processadsdicated to creating products that enhanc
interactive experience on consumer and professioraputing platforms. We design, develop and magkaphics processing units, or GP
media and communications processors, or MCPs, egisemedia processors, or WMPs and related softw@anre products are integral tc
wide variety of visual computing platforms, incladi enterprise personal computers, or PCs, consi@s: professional workstatio
notebook PCs, personal digital assistants, cellofemes, game consoles and digital media centeeswére incorporated in California
April 1993 and reincorporated in Delaware in AptB98. Our objective is to be one of the most imgoartand influential technolo
companies in the world.

Fiscal year
We operate on a 52 or 53-week year, ending onuinel&/ nearest January 31. Fiscal 2005 was a 53-yesekcompared to fiscal 2004
which was a 52-week year. The fourth quarter afdi005 was a 14-week quarter, compared to thehfquarter of fiscal 2004 which was a
13-week quarter.
Reclassifications
Certain prior year balances were reclassified tdamon to the current year presentation.

Principles of Consolidation

Our consolidated financial statements include tbeoants of NVIDIA Corporation and its wholly owneslibsidiaries. All materi
intercompany balances and transactions have beeimaled in consolidation.

Use of Estimates

The preparation of financial statements in conftymwith accounting principles generally acceptedtle United States requil
management to make estimates and assumptionsffibett the reported amounts of assets and liakslitiad disclosures of contingent as
and liabilities at the date of the financial stadeits and the reported amounts of revenue and expehsing the reporting period. Act
results could differ from those estimates. On argoimg basis, we evaluate our estimates, includimagé related to revenue recognit
accounts receivable, inventories, income taxescandingencies. These estimates are based on hatéaicts and various other assumpt
that we believe are reasonable.

Cash and Cash Equivalents
We consider all highly liquid investments purchageéth an original maturity of three months or legsthe time of purchase to be c

equivalents. As of January 30, 2005, our cash asth equivalents were $208.5 million, which inclu#d$4.4 million invested in mon
market funds.
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NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Conti nued)

Marketable Securities

We account for our investment instruments in acaoce with Statement of Financial Accounting Stadsldo. 115, or SFAS No. 1!
Accounting for Certain Investments in Debt and Bguecurities. All of our cash equivalents and metakle securities are treatec
“available-for-sale”under SFAS No. 115. Cash equivalents consist aififal instruments which are readily convertibl®inash and ha
original maturities of three montlus less at the time of acquisition. Marketable sities consist primarily of highly liquid investmisnwith ¢
maturity of greater than three months when purdhaBart of our portfolio includes equity investreeim publicly traded companies. !
classify our marketable securities at the datecqlissition in the available-fosale category as our intention is to convert theto cash fc
operations. These securities are reported at &rewwith the related unrealized gains and logsesded in accumulated other compreher
income (loss), a component of stockholdesuity, net of tax. Realized gains and losses erstlie of marketable securities are detern
using the specific-identification method.

Inventories

Inventory cost is computed on an adjusted standasis (which approximates actual cost on an avevadiest-in, first-out basis). W
write down our inventory for estimated lower of tos market, obsolescence or unmarketable invergqual to the difference between
cost of inventory and the estimated market valugebaupon assumptions about future demand, futuwdupt purchase commitmer
estimated manufacturing yield levels and markeda@ms. If actual market conditions are less falade than those projected by managen
or if our future product purchase commitments to suppliers exceed our forecasted future demandsdich products, additional futt
inventory writedowns may be required that could adversely affectaperating results. If actual market conditions more favorable, v
may have higher gross margins when products atk Sales to date of such products have not hagréfisant impact on our gross marg
Inventory reserves once established are not redens# the related inventory has been sold orpgoed.

Property and Equipment
Property and equipment are stated at cost. Depi@tiss computed using the straighte method based on estimated useful i
generally three to five years. Depreciation expanskides the amortization of assets recorded uodpital leases. Leasehold improvem
and assets recorded under capital leases are aeabaiver the shorter of the lease term or the astiduseful life of the asset.
Debt Financing Costs
In connection with the Notes, see Note 12, we irezlicertain direct issuance costs from third pastibo performed services that assi
in the closing of the transaction. These issuamstscwere included in our consolidated balancetsineger “deposits and other assedsit
were amortized on a straight line basis over tha t&f the financing. On October 24, 2003, we fullgleemed the Notes. In connection
the redemption, we recorded a $13.1 million chamgescal 2004, which included the write-off of $5million of unamortized issuance costs.

Advertising Expenses

We expense advertising costs in the period in whiaety are incurred. Advertising expenses for fis2@05, 2004 and 2003 w
approximately $15.2 million, $11.3 million and $éllion, respectively.
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NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Conti nued)

Revenue Recognition
Product Revenue

We recognize revenue from product sales when psirgiavidence of an arrangement exists, the prduagteen delivered, the pric
fixed and determinable and collection is reasonasisured. For all sales, we use a binding purched&r and in certain cases we u
contractual agreement as evidence of an arrangeiventonsider delivery to occur upon shipment mieslititle and risk of loss have pas
to the customer based on the shipping terms. Aptiet of sale, we assess whether the arrangeraerns fixed and determinable and whe
collection is reasonably assured. If we determiira tollection of a fee is not reasonably assuseddefer the fee and recognize revenue ¢
time collection becomes reasonably assured, wkigemerally upon receipt of cash.

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

We record estimated reductions to revenue for custgrograms at the time revenue is recognized.dDstomer programs primar
involve rebates, which are designed to serve &s siatentives to resellers of our products in vagitarget markets. We account for rebat
accordance with Emerging Issues Task Force Issu®, @1 EITF 01-9,Accounting for Consideration Given by a Vendor t&€astome
(Including a Reseller of the Vendor’'s Producsd, as such, we accrue for 100% of the poterglzdtes and do not apply a breakage fe
Unclaimed rebates, which historically have not bsignificant, are reversed to revenue upon expinabf the rebate. Rebates typically ex
six months from the date of the original sale.

Our customer programs also include marketing dgveént funds, or MDFs. We account for MDFs as eithezduction of revenue or
operating expense in accordance with EITF 01-9. BBfpresent monies paid to retailers, system hsild2EMs, distributors and add-carc
partners that are earmarked for market segmentatewent and expansion and typically are designeslipport our partnersictivities while
also promoting NVIDIA products.

If market conditions decline, we may take actioosiricrease amounts offered under customer progrpossibly resulting in &
incremental reduction of revenue at the time suolggams are offered.

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

License and Development Revenue

For license arrangements that require significarstamization of our intellectual property comporsenwe generally recognize licel
revenue using the percentageeofnpletion method of accounting over the period s&vices are performed. For all license and se
arrangements accounted for under the percentageropletion method, we determine progress to conapldtased on actual direct lal
hours incurred to date as a percentage of the a&tihtotal direct labor hours required to compthateproject. We periodically evaluate
actual status of each project to ensure that thien&®s to complete each contract remain accudatprovision for estimated losses
contracts is made in the period in which the lossomes probable and can be reasonably estimatedatépwe have not recorded any ¢
losses. Costs incurred in advance of revenue réoegjrare recorded as deferred costs on uncompbetelacts. If the amount of rever
recognized exceeds the amounts billed to custontieesexcess amount is recorded as unbilled accaoentivable. If the amount bill
exceeds the amount of revenue recognized, the £aresunt is recorded as deferred revenue. Reveogrized in any period is depenc
on our progress toward completion of projects iogpess. Significant management judgment and disar@ire used to estimate total dil
labor hours. Any changes in or deviations from ¢hestimates could have a material effect on theuamof revenue we recognize in
period.
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NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Conti nued)

Concentration of Credit Risk

Financial instruments that potentially subjectaisancentrations of credit risk consist primarifycash equivalents, marketable secur
and trade accounts receivable. All marketable sisiare held in our name, managed by severakimwent managers and held by one
financial institution under a custodial arrangeméito customers accounted for approximate®7% of our accounts receivable balanc
January 30, 2005. We perform ongoing credit evalnatof our customerginancial condition and maintain an allowance fotgmtial credi
losses. This allowance consists of an amount ifiedtior specific customers and an amount basedvenall estimated exposure. Our ove
estimated exposure excludes amounts covered bit oregrance and letters of credit.

Impairment of Long-Lived Assets

In accordance with Statement of Financial Accounfitandards No. 144, or SFAS No. 1Adcounting for the Impairment or Disposa
Long-Lived Assetsjongived assets, such as property and equipment atahgible assets subject to amortization, are rexikvol
impairment whenever events or changes in circurastaimdicate that the carrying amount of an assgt mot be recoverable. Recoverab
of assets to be held and used is measured by aacmmp of the carrying amount of an asset to estichandiscounted future cash flc
expected to be generated by the asset. If theingrgmount of an asset exceeds its estimated futash flows, an impairment chargt
recognized for the amount by which the carrying anmi@f the asset exceeds the fair value of thetaSa@ value is determined based on
estimated discounted future cash flows expectedet@enerated by the asset. Assets and liabilitidsetdisposed of would be separe
presented in the consolidated balance sheet arast®ts would be reported at the lower of the oagrgmount or fair value less costs to :
and would no longer be depreciated.

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

In fiscal 2004, we adopted Statement of Financietdunting Standards No. 143, or SFAS No. 14&ounting for Asset Retirem
Obligations, which addresses financial accounting and repgpftin obligations associated with the retirementaoigible longlived assets ar
the associated asset retirement costs. SFAS Noafgiges to legal obligations associated with tt&ement of londived assets that res
from the acquisition, construction, development/andormal use of the assets. SFAS No. 143 reqthiasthe fair value of a liability for i
asset retirement obligation be recognized in throgean which it is incurred if a reasonable estienaf fair value can be made. The fair vi
of the liability is added to the carrying amounttbhé associated asset and this additional cargimgunt is depreciated over the life of
asset.During fiscal 2005, we completed leasehold improgeta at our headquarters facility in Santa Claadif@nia and recorded a liabili
of $4.5 million to return the property to its omgil condition upon lease termination in fiscal y2at3.

Income Taxes

Statement of Financial Accounting Standards No., D0BFAS No. 109Accounting for Income Taxe®stablishes financial account
and reporting standards for the effect of incomesaln accordance with SFAS No. 109, we recogfaderal, state and foreign current
liabilities or assets based on our estimate ofg¢gayable or refundable in the current fiscal y®atax jurisdiction. We also recognize fede
state and foreign deferred tax assets or lialslitées appropriate, for our estimate of future féects attributable to temporary differences
carryforwards; and we record a valuation allowatoceeduce any deferred tax assets by the amowanyofax benefits that, based on avail
evidence and judgment, are not expected to bezeshli
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NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Conti nued)

Our calculation of current and deferred tax asaats liabilities is based on certain estimates amigjjnents and involves dealing v
uncertainties in the application of complex tax $a®ur estimates of current and deferred tax assetdiabilities may change based, in ¢
on added certainty or finality to an anticipatedcome, changes in accounting or tax laws in thaddnStates, or foreign jurisdictions wh
we operate, or changes in other facts or circurastrin addition, we recognize liabilities for paial United States and foreign income
contingencies based on our estimate of whethertlaéxtent to which, additional taxes may be diueie determine that payment of th
amounts is unnecessary or if the recorded taxlialis less than our current assessment, we mageqeired to recognize an income
benefit or additional income tax expense in ouafficial statements, accordingly.

Fair Value of Financial Instruments

The carrying value of cash, cash equivalents, adsoteceivable, accounts payable and accrueditiabibpproximate their fair valu
due to their relatively short maturities as of Jayu30, 2005 and January 25, 2004. Marketable #issuare comprised of available-feale
securities that are reported at fair value with thlated unrealized gains and losses included @niraalated other comprehensive ince
(loss), a component of stockholders’ equity, neaaf Fair value of the marketable securities ieained based on quoted market prices.

Foreign Currency Translation

We use the United States dollar as our functionalenicy. Foreign currency monetary assets anditiabiare remeasured into Uni
States dollars at end-of-period exchange rates-rNametary assets and liabilities, including inveig®yr prepaid expenses and other cu
assets, property and equipment, deposits and afs@ts and equity, are remeasured at historichlbege rates. Revenue and expense
remeasured at average exchange rates in effectgdedch period, except for those expenses relatéidet previously noted balance si
amounts, which are remeasured at historical exahaatgs. Gains or losses from foreign currency esm@ment are included iOthel
income (expense), net” and to date have not begifisant.

Comprehensive Income

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

Goodwill

Effective fiscal 2003, we completed the adoptiorStdtement of Financial Accounting Standards N&@, b4 SFAS No. 142Goodwill
and Other Intangible AssetsAs required by SFAS No. 142, we discontinued diziog the remaining balances of goodwill as of
beginning of fiscal 2003. All remaining and futuequired goodwill will be subject to impairmentteeannually, or earlier if indicators
potential impairment exist, using a fair-valbased approach. Our impairment review process carsghe fair value of the reporting uni
which the goodwill resides to its carrying valué/e determined that our reporting units are equivate our operating segments for
purposes of completing our SFAS No. 142 impairtintest. We utilize a twatep approach to testing goodwill for impairmertteTirst ste
tests for possible impairment by applying a failuesbased test. The second step, if necessary, medkarasmount of such an impairmen
applying fair valuebased tests to individual assets and liabilitieg. &&cted to perform our annual goodwill impairmentiew during th
fourth quarter of each fiscal year. We completedroast recent annual impairment test during thetfoquarter of fiscal 2005 and conclur
that there was no impairment. However, future eventcircumstances may result in a charge to egsrinie to the potential for a writkwr
of goodwill in connection with such tests.
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NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Conti nued)

Stock-Based Compensation

Statement of Financial Accounting Standards No., Bt8SFAS No. 148Accounting for Stock-Based Compensatiofransition ani
Disclosure, amends the disclosure requirements of Statenfdfinancial Accounting Standards No. 123, or SFAS W23,Accounting fo
Stock-Based Compensatidn, require more prominent disclosures in both ahand interim financial statements regarding thehoée o
accounting for stock-based compensation and tleetedf the method used on reported results.

We use the intrinsic value method, as prescribedAbgounting Principles Board Opinion No. 2B¢counting for Stock Issued
Employeesto account for our stockased employee compensation plans. As such, cortimexpense is recorded if on the date of gt
current fair value per share of the underlying lstexceeds the exercise price per share. Compengaisi for our stockased compensati
plans as determined consistent with SFAS No. 128dvhave decreased net income to the pro formaiatadndicated below:

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
(In thousands, except per share data)
Net income, as reported $ 100,35¢ $ 74,41¢ $ 90,79¢
Add: Stock-based employee compensation expensadietlin reported
net income, net of related tax effects 1,07C 537 -
Add: Stock option exchange expense included inntegdmet income, ne
of related tax effects -- -- 37,28¢
Deduct: Compensation expense determined undevdhie based methc
for stock options exchanged on October 25, 2002pfheelated tax effect - - (167,714
Deduct: Stock-based employee compensation expetesrdned under
fair value based method for all awards, net ofteeldax effects (87,077 (74,519 (37,699
Pro forma net income (loss) $ 14,35 % 44 $ (77,329
Basic net income per share - as reported $ 0.6C $ 0.4¢ $ 0.5¢
Basic net income (loss) per share - pro forma $ 0.0¢ $ 0.0C $ (0.50)
Diluted net income per share - as reported $ 057 $ 04: $ 0.54
Diluted net income (loss) per share - pro forma $ 0.0¢ $ 0.0C $ (0.50)

For the purpose of the pro forma calculation, thie ¥alue of options granted under the our stodkoopplans has been estimated af
date of grant using the Black-Scholes option pgaimdel with the following assumptions:

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
Weighted average expected life of stock optionyéiars) 4 4 4
Risk free interest rate 3.0% 2.4% 3.8%
Volatility 75% - 80% 80% 88%

Dividend yield - - -
For the first three quarters of fiscal 2005, weduaevolatility factor of 80%. During the fourth qter of fiscal 2005, we used a volati
factor of 75%. For the purpose of the pro formaulaltion, the weightedverage per share fair value of options grantethduhe years end

January 30, 2005, January 25, 2004 and Janua0P8,was approximately $14.10, $9.43 and $18.2pectively.
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NVIDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Conti nued)

For the purpose of the pro forma calculation thevalue of shares purchased under our EmployeekStarchase Plan, or the Purct
Plan, has been estimated at the date of purchasgthe Black-Scholes option pricing model with thowing assumptions:

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
Weighted average expected life (in months) 20 9 10
Risk free interest rate 1.9% 1.7% 3.7%
Volatility 80% 80% 88%

Dividend yield - - -

For the purpose of the pro forma calculation, tleéghtedaverage fair value of shares purchased under tteh&e Plan during the y:
ended January 30, 2005, January 25, 2004 and Ja26,262003 was approximately $5.28, $3.76 and ¥l 4e5spectively.

Net Income Per Share

Basic net income per share is computed using thghtezl average number of common shares outstamldingg the period. Diluted n
income per share is computed using the weightethgeenumber of common and dilutive common equitasbares outstanding during
period, using the treasury stock method. Undertteasury stock method, the effect of stock optionsstanding is not included in 1
computation of diluted net income per share foiqusr when their effect is antidutive. The following is a reconciliation of theumerator
and denominators of the basic and diluted net ircper share computations for the periods presented:

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
(In thousands, except per share data)
Numerator:
Numerator for basic and diluted net income pereshar $ 100,35¢ $ 74,41¢ $ 90,79¢

Denominator:

Denominator for basic net income per share, wetjateerage shares 166,06 160,92- 153,51¢
Effect of dilutive securities:

Stock options outstanding 10,49¢ 11,78: 14,88(

Denominator for diluted net income per share, wiidlaverage shares 176,55¢ 172,70° 168,39:

Net income per shar
Basic net income per share $ 0.6C $ 0.4€ $ 0.5¢
Diluted net income per share $ 057 $ 04: $ 0.54

Diluted net income per share does not include tfeeteof the following anti-dilutive common equivealt shares:

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
(In thousands)

Stock options outstanding 13,74( 7,90¢ 5,892
Convertible subordinated debentures (equivalentncomshares upon assun
conversion) - - 6,472

13,74( 7,90¢ 12,36¢
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The weightedaverage price of stock options excluded from thematation of diluted earnings per share was $2%826,63 and $32.
for the years ended January 30, 2005, January & and January 26, 2003, respectively. The coimersubordinated debentures w
convertible into shares of common stock at a caivarprice of $46.36 per share and were diftitive for the year ended January 26, 2!
The convertible subordinated debentures were redéem October 24, 2003.

Recently Issued Accounting Pronouncements

In March 2004, the FASB approved the consensuseshaon the Emerging Issues Task Force Issue Na, OBEITF 03-1,The Meanin
of Other-Than-Temporary Impairment and Its Applicatto Certain Investment&ITF 03-1 provides guidance for identifying impail
investments and new disclosure requirements fagstments that are deemed to be temporarily impa®edSeptember 30, 2004, the FA
issued a final staff position EITF Issue 03-lthat delays the effective date for the measuréraad recognition guidance includec
paragraphs 10 through 20 of EITF 03-1. Quantitative qualitative disclosures required by EITFI0Rmain effective for fiscal 2005. We
not believe the impact of adoption of this EITF sensus willhave a material impact on our consolidated findngdsition, results ¢
operations or cash flows.

In November 2004, the FASB issued No. 151, or SR&S 151, Inventory Costs an amendment of ARB No. 43, ChapteBBAS No
151 amends ARB No. 43, Chapter 4, to clarify thatamal amounts of idle facility expense, freighéndling costs and wasted mate
(spoilage) should be recognized as current peffiadges. In addition, SFAS No. 151 requires thatcaliion of fixed production overheac
the cost of conversion be based on the normal dgpefcthe production facilities. The provision &AS No. 151 shall be effective
inventory costs incurred during fiscal years begigrafter June 15, 2005. We do not expect the aolof SFAS No. 151 to have a mate
impact on our consolidated financial position, fesaf operations or cash flows.

In December 2004, the FASB issued SFAS No. 15FZFAS No. 153 Exchanges of Nonmonetary AssetsAr-Amendment of Al
Opinion No. 29, Accounting for Nonmonetary Trangact . SFAS No. 153 eliminates the exception from faue measurement |
nonmonetary exchanges of similar productive assgbaragraph 21(b) of APB Opinion No. 28¢counting for Nonmonetary Transactions
and replaces it with an exception for exchangesdbanot have commercial substance. SFAS No. 1B8ifips that a nonmonetary excha
has commercial substance if the future cash floith@entity are expected to change significansiyaaesult of the exchange. SFAS No.
is effective for the fiscal periods beginning affeme 15, 2005. We do not expect the adoption &{SSF>3 to have a material impact on
consolidated financial position, results of opanasi or cash flows.

In December 2004, the FASB issued Statement ofn€iah Accounting Standards No. 123(R), or SFAS NB3(R), ShareBase!
Paymeni, which requires the measurement and recognitiocoofpensation expense for all stdzksed compensation payments. SFAS
123(R) is effective for all interim and annual pei$ beginning after June 15, 2005. We are curr@avijuating the impact of SFAS No. 123
(R) on our operating results and financial conditibhe adoption of the SFAS No. 123(R) fair value modtlill have a material and adve
impact on our reported results of operations, algfoit will have no impact on our overall financibsition. The impact of adoption
SFAS No. 123(R) cannot be predicted at this timeabse that will depend on the fair value and nunobesharebased payments grantec
the future. However, had we adopted SFAS No. 128(R}ior periods, the magnitude of the impacthattstandard would have approximg
the impact of Statement of Financial Accountingn8tds No. 123Accounting for Stock-Based Compensatiagsuming the application
the Black-Scholes model as described in the disobosf pro forma net income (loss) and pro formaimeome (loss) per share ifote 1 o
the Notes to the Consolidated Financial Statementer the subheading “Stock-Based Compensati@FAS No. 123(R) also requires
benefits of tax deductions in excess of recognadpensation cost to be reported as a financinly #taw, rather than as an operating ¢
flow as required under current literature. Thisuiegment will reduce net operating cash flows aréase net financing cash flows in per
after adoption.
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Note 2 - Acquisition of MediaQ, Inc.

On August 19, 2003, we completed the acquisitioMetliaQ, Inc., or MediaQ, a leading provider ofgizs and multimedia technolc
for wireless mobile devices. Our primary reasonstii@ acquisition of MediaQ, Inc. were to acceleratir entry into the handheld devi
market, use MediaQ'’s two-dimensional, or 2D, and fwer capabilities, allowing us to continue tade on threelimensional, or 3D, ai
advanced video efforts, use existing MediaQ chaandl design wins, and enhance Med@®DA business through our existing OEM
ODM channels.

The aggregate purchase price consisted of casldeoason of approximately $71.3 million, includirfd.3 million of direct acquisitic
costs. Following is a summary of estimated faiueal of the assets acquired and liabilities assumed:

Fair Straight-Line
Market  Depreciation/Amortization
Value Period
(In
thousands)
Accounts receivable $ 1,50¢ -
Inventories 4,06¢ -
Other assets 325 --
Property and equipment 1,46( 9 months - 3 years
Deferred income tax assets 1,601 --
In-process research and development 3,50( --
Goodwill 52,91 -
Intangible assets:
Existing technology 13,10¢( 1-3years
Customer relationships 2,10¢ 18 months
Backlog 60C 3 months
Non-compete agreement 15C 18 months
Total assets acquired $ 81,31¢
Current liabilities $ (1,767) --
Current liabilities recognized in connection wittetbusiness combination (1,86%) --
Long-term deferred income tax liabilities (6,380 -
Total liabilities assumed $ (10,01)H
Net assets acquire $ 71,301

The amount of the purchase price allocated to @seth inprocess research and development, or IPR&D, repiesee value assignec
research and development projects of MediaQ thatcoaxmenced but had not yet reached technologeeailfility and have no alternat
future use. In accordance with SFAS NoA2counting for Research and Development Cosis clarified by FIN 4Applicability of FASI
Statement No. 2 to Business Combinations Accoubtetly the Purchase Method an interpretation of BAStatement No. Zamount
assigned to IPR&D meeting the above-stated criteeiee charged to expense as part of the allocafitime purchase price.

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

The 3dfx asset purchase closed on April 18, 2001dad the terms of the Asset Purchase Agreementakble consideration due at
closing was $70.0 million, less $15.0 million thads loaned to 3dfx pursuant to a Credit Agreemeated December 15, 2000. The A
Purchase Agreement also provided, subject to ther girovisions thereof, that if 3dfx properly cketil that all its debts and other liabilit
had been provided for, then we would have beergatdd to pay 3dfx two million shares of NVIDIA coromstock. If 3dfx could not ma
such a certification, but instead properly certifthat its debts and liabilities could be satisfied less than $25.0 million, then 3dfx co
have elected to receive a cash payment equal tanttoeint of such debts and liabilities and a reduedber of shares of our common st
with such reduction calculated by dividing the caslgment by $25.00 per share. If 3dfx could notifsethat all of its debts and liabilities h
been provided for, or could not be satisfied, &ssl than $25.0 million, we would not be obligatedar the agreement to pay any additi
consideration for the assets. We are currentlyyptartlitigation relating to certain aspects of thsset purchase and 3dfxsubseque
bankruptcy in October 2002. Please refer to Noteflthe Notes to the Consolidated Financial Stateéméor further information regardi
this litigation.

The 3dfx asset purchase price of $70.0 million dindct transaction costs of $4.2 million were aditazl based on fair values prese
below. Upon the adoption of Statement of Finan&mdounting Standards No. 142, or SFAS No. 142, aaprately $3.0 million of intangib
assets previously allocated to workforce in plaegesreclassified into goodwill in fiscal 2003. Iddition, amortization of goodwill ceasec
accordance with SFAS No. 142.

Straight-Line

Fair Market Amortization
Value Period
(In thousands) (Years)
Property and equipment $ 2,43¢ 1-2
Trademarks 11,31¢( 5
Goodwill 60,41¢ --
Total $ 74,16

The final allocation of the purchase price of thi#x3assets is contingent upon the amount of armligistances surrounding additic
consideration, if any, that we may pay relatechto3dfx asset purchase.

Note 4 - Goodwill

The carrying amount of goodwill is as follows:

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
(In thousands)

3dfx $ 50,32¢ $ 50,32¢ $ 50,32¢
MediaQ 52,91 53,69t -
Other 4,86¢ 4,88¢ 3,901
Total goodwill $ 108,107 $ 108,90¢ $ 54,22’

In fiscal 2005, the amount allocated to MediaQ geiicchanged to $52,913 as a result of additiomébimation that became availat
This information was primarily related to liabiés that were less than originally estimated atithe of acquisition.

During the second quarter of fiscal 2005, our chigdrating decision maker, the Chief Executive ¢ffi began reviewing financial
information presented on an operating segment asfirposes of making operating decisions andsaésg financial performance. We
reassigned goodwill to the affected reporting ubitsising a "relative fair value" allocation apprha The amount of goodwill allocated to
our GPU, MCP, WMP and All Other segments as of 8an80, 2005, was $78.1 million, $11.4 million, $ inillion and $7.0 million,
respectively. P lease refer to Note 15 for furthegment information.
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Note 5 - Amortizable Intangible Assets

We are currently amortizing our intangible asseith wefinitive lives over periods ranging from 1 %oyears. The components of
amortizable intangible assets are as follows:

Year Ended Year Ended
January 30, 2005 January 25, 2004
Gross Gross
Carrying  Accumulated Net Carrying  Carrying  Accumulated Net Carrying
Amount  Amortization Amount Amount  Amortization Amount

(In thousands)

Technology licenses $ 17,23¢ $ (9,840 $ 7,395 $ 15,17¢ $ (7,160 $ 8,01
Patents 23,26( (15,400 7,86( 19,31¢ (8,99 10,327
Acquired intellectual property 27,08¢ (18,579 8,50¢ 27,067 (20,590 16,471
Trademarks 11,31¢( (8,544 2,76¢€ 11,31¢( (6,289 5,027
Other 1,49¢ (509) 98t 25C (13%) 118

Total intangible assets $ 80,38t $ (52,879 $ 27,51+ $ 73,12¢ $ (33,16) $ 39,96!

Amortization expense associated with intangibletstr the years ended January 30, 2005, Jan&ar30®4 and January 26, 2003
$19.7 million, $16.2 million and $9.6 million, remgtively. Future amortization expense for the retyéing amount of intangible asset:
January 30, 2005 is estimated to be $15.8 milliofiscal 2006, $8.9 million in fiscal 2007, $2.6lion in fiscal 2008, and the remaini
amortization expense of $0.2 million in fiscal 2009

Note 6 - Marketable Securities

We account for our investment instruments in acancd with Statement of Financial Accounting Stadgato. 115, or SFAS No. 1.
Accounting for Certain Investments in Debt and Bg@ecurities All of our cash equivalents and marketable seasitre treated
“available-for-sale’under SFAS No. 115. Cash equivalents consist ahfifal instruments which are readily convertibl®ioash and ha
original maturities of three months or less attthee of acquisition. Marketable securities conpistnarily of highly liquid investments wi
a maturity of greater than three months when pwethaand some equity investments. We classify ouketeble securities at the date
acquisition in the available-faale category as our intention is to convert thetm ¢ash for operations. These securities are tepat fai
value with the related unrealized gains and lossgaded in accumulated other comprehensive inc@ioss), a component of stockholders’
equity, net of tax. Realized gains and losses ersdtte of marketable securities are determinedyubim specifiddentification method. Ni
realized losses for fiscal 2005 were $0.4 millidfet realized gains for fiscal 2004 and 2003 wered $aillion and $0.3 millior
respectively.
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The following is a summary of cash equivalents aragketable securities at January 30, 2005 and 3p86a2004:

January 30, 2005

Unrealized Unrealized Estimated Fair
Amortized Cost Gain (Loss) Value
(In thousands)
Publicly traded equity securities $ 687 $ 22C - 8 907
Asset-backed securities 177,77: 1 (1,786 175,98t
Commercial paper 7,854 -- -- 7,854
Obligations of the United States government & gerecies 104,76¢ -- (89%) 103,87:
United States corporate notes, bonds and obligation 182,68t 6 (1,879 180,82(
Money market 164,37 -- -- 164,37
Total $ 638,14! $ 227 $ (4,555 $ 633,81°
Classified as:
Cash equivalents $ 172,28«
Marketable securities 461,53:
Total $ 633,81°
January 25, 2004
Unrealized Unrealized Estimated Fair
Amortized Cost Gain (Loss) (1) Value
(In thousands)

Asset-backed securities $ 65,147 $ 214  $ 127 $ 65,234
Commercial paper 15,59: - - 15,59:
Obligations of the United States government & gerecies 198,08« 574 (111 198,54
United States corporate notes, bonds and obligation 175,67¢ 957 (90 176,54!
Money market 143,66: -- = 143,66.
Total $ 508,16: $ 1,74t $ (32¢) $ 599,57¢
Classified as:
Cash equivalents $ 209,95¢
Marketable securities 389,62:

Total $ 599,57¢

(1) The fair value of investments with loss pasis is $96.9 million at January 25, 2004. We evallighe nature of these investments,
which are primarily obligations of the United Swtovernment and its agencies and United Statgexaie notes, the duration of the
impairments, and the amount of the impairmentgiveldo the underlying portfolio and concluded teath amounts were not “other-
than-temporary” as defined by SFAS No. 1AB¢ounting for Certain Investments in Debt and BgB8ecurities
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The following table provides the breakdown of thedstments with unrealized losses at January 315:20

Less than 12 months 12 months or greater Total
Gross Gross Gross
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands)
Asset-backed securities $ 167,46¢ $ (1,660 $ 7,01t $ (125 % 174,48. $ (1,786
Commercial paper - - - - - -
Obligations of the United States governme
& its agencies 102,86« (895) -- -- 102,86« (895)
United States corporate notes, bonds and
obligations 165,88 (1,862 4,127 (12 170,01: (1,874
Money market - - - - - -
Total $ 436,21t $ (4,419 $ 11,14: $ 137 $ 447,35¢ $ (4,555

The gross unrealized losses related to fixed inceswairities were due to changes in interest rifeshave determined that the gi
unrealized losses on investment securities at Jar8fy 2005 are temporary in nature. We review iauestments to identify and evalu
investments that have indications of possible impant. Factors considered in determining whethless is temporary include the lengtt
time and extent to which fair value has been lbas the cost basis, the financial condition and-texan prospects of the investee, and
intent and ability to hold the investment for aipdrof time sufficient to allow for any anticipatedcovery in market value. Our investn
policy requires the purchase of top-tier investnggatle securities, the diversification of asseétgpd certain limits on our portfolio duration.

The amortized cost and estimated fair value of emghivalents and marketable securities classifsedvailable-forsale at January &
2005 and at January 25, 2004 by expected matugtglzown below.

All of our marketable securities are debt instruteenith the exception of $0.9 million of publiclyated equity securities in fisi
2005.

January 30, 2005 January 25, 2004
Estimated Fair Estimated Fair
Amortized Cost Value Amortized Cost Value
(In thousands)

Less than one year $ 198,24: $ 197,84 $ 282,76: $ 283,12!
Due in 1 - 5 years 416,08! 412,14 315,40( 316,45t¢
Due in 6-7 years 23,13: 22,92t = ==
Total $ 637,45¢ $ 632,91( $ 598,16: $ 599,57¢
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Note 7 - Balance Sheet Components

Certain balance sheet components are as follows:

January 30, January 25,
Inventories: 2005 2004
(In thousands)
Raw materials $ 23,22 $ 22,13:
Work in-process 130,21: 44,52:
Finished goods 162,08 167,58«
Total inventories $ 315,51t $ 234,23t
January 30, January 25,
2005 2004
Property and Equipment: (In thousands)
Software $ 125,31 $ 116,15(
Test equipment 86,88: 73,281
Computer equipment 82,42¢ 70,17:
Leasehold improvements 79,16( 58,64¢
Construction in process 3,26¢ 1,62C
Office furniture and equipment 18,77: 17,99¢
395,82: 337,87!
Accumulated depreciation and amortization (216,86 (147,849
Property and equipment, net $ 178,95 $ 190,02¢

Depreciation expense for fiscal 2005, 2004 and 2088 $71.3 million, $59.3 million and $42.6 milliorespectively. Assets recorc
under capital leases included in property and eqgeig were $19.3 million and $19.5 million as of Jary 30, 2005 and January 25, 2(
respectively. Related accumulated amortization $2868 million and $14.0 million as of January 3002 and January 25, 2004, respectiy

Amortization expense for fiscal 2005, 2004 and 2(#&ted to capital leases was $3.8 million, $5iian and $4.4 million, respectively

January 30, January 25,
2005 2004
Accrued Liabilities: (In thousands)
Accrued customer programs $ 83,01: $ 54,87¢
Deferred revenue 11,50( --
Customer advances 1,457 11,53(
Taxes payable 28,82¢ 29,60¢
Accrued payroll and related expenses 37,01¢ 30,27(
Deferred rent 10,84« 8,151
Other 9,421 10,32(
Total accrued liabilities $ 182,070 $ 144,75!
January 30, January 25,
2005 2004
Long-term Liabilities: (In thousands)
Asset retirement obligation $ 4,48: $ =
Technology licenses 3,87¢ 4,58z
Total long-term liabilities $ 8,35¢ $ 4,582
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Note 8 - Guarantees

FASB Interpretation No. 45, or FIN 4%;uarantor’s Accounting and Disclosure Requirements for Guaes) Including Indire:
Guarantees of Indebtedness of Otheesjuires that upon issuance of a guarantee, theugioa must recognize a liability for the fair valof
the obligation it assumes under that guaranteadtfition, FIN 45 requires disclosures about theaut@es that an entity has issued, inclu
a tabular reconciliation of the changes of thetgistproduct warranty liabilities.

We record a reduction to revenue for estimatedymrbreturns at the time revenue is recognized piiynaased on historical return rat
The reductions to revenue for estimated produatmstfor fiscal 2005, fiscal 2004 and fiscal 2008 as follows:

Balance at
Beginning of Balance at End
Description Period Additions (1) Deductions (2) of Period
(In thousands)
Year ended January 30, 2005
Allowance for sales returns $ 9,421 $ 22,46: $ (20,197 $ 11,687
Year ended January 25, 2004
Allowance for sales returns $ 13,22¢ % 23,79¢ $ (27,609 $ 9,421
Year ended January 26, 2003
Allowance for sales returns $ 15,58¢ $ 20,147 $ (22,509 $ 13,22¢

(1) Allowances for sales returns are charged &slacation to revenue.

(2) Represents amounts written off against thenale for sales returns.

In connection with certain agreements that we heseruted in the past, we have at times providednmities to cover the indemnifi
party for matters such as tax, product and empldigdlities. We have also on occasion includeceliettual property indemnificatic
provisions in our technology related agreements witrd parties. Maximum potential future paymecasnot be estimated because mar
these agreements do not have a maximum statetityiabliowever, historically costs related to thésdemnification provisions have not b
significant. As such, we have not recorded anyillighn our consolidated financial statements $oich indemnifications.

Note 9 - Stockholders’ Equity
Stock Repurchase Program

On August 9, 2004 we announced that our Board oédbrs had authorized a stock repurchase progoarepurchase shares of
common stock, subject to certain specificationsfaipn aggregate maximum amount of $300.0 millDuaring fiscal 2005, we repurchas
2.1 million shares for a total cost of approximgat®24.6 million.

Convertible Preferred Stock

As of January 30, 2005, there were no shares éénpeel stock outstanding.
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2000 Nonstatutory Equity Incentive Plan

On August 1, 2000, our Board of Directors approtiesl 2000 Nonstatutory Equity Incentive Plan, or 2000 Plan, to provide for t
issuance of our common stock to employees andadfd who are not directors, officers or 10% stot#éérs. The 2000 Plan provides for
issuance of nonstatutory stock options, stock besmasd restricted stock purchase rights. Optiontgriasued under the 2000 plan gene
expire in six to 10 years. The Compensation Conemittppointed by the Board of Directors has theaiffhto amend the 2000 Plan anc
determine the option term, exercise price and nggteriod of each grant. Initial option grants getlg vest ratably over a fourear perioc
with 25% becoming vested approximately one yeanfthe date of grant and the remaining 75% vestim@ quarterly basis over the n
three years. Subsequent option grants generallyouesterly over a fouyear period. There were a total of 21,939,202 shatghorized fc
issuance and 10,505,378 shares available for figauance under the 2000 Plan as of January 36, 200

1998 Equity Incentive Plan

The Equity Incentive Plan, or the 1998 Plan, waspéet by our Board of Directors on February 17,8198d was approved by ¢
stockholders on April 6, 1998 as an amendment asthtement of our then existing Equity IncentivenRihich had been adopted on May
1993. The 1998 Plan provides for the issuance pfcommon stock to directors, employees and conssltd he 1998 Plan provides for
issuance of stock bonuses, restricted stock puechights, incentive stock options or nonstatutoiyck options. There were a total
110,094,385 shares authorized for issuance an@@326 shares available for future issuance uget 998 Plan as of January 30, 2005.

Pursuant to the 1998 Plan, the exercise pricenfmaritive stock options is at least 100% of therfaarket value on the date of grant ot
employees owning in excess of 10% of the voting gowf all classes of stock, 110% of the fair markaue on the date of grant. |
nonstatutory stock options, the exercise priceitess than 85% of the fair market value on the dagrant.

Option grants issued under the 1998 Plan genezafiyre in six to 10 years. Vesting periods are mheiteed by the Board of Directors,
the Compensation Committee of the Board of Directinitial option grants made after February 1@4£0nder the 1998 Plan generally
ratably each quarter over a three year period. @&t option grants are generally granted foroperdnce and generally vest quarterly «
a four year period.

1998 Non-Employee Directors’ Stock Option Plan

In February 1998, our Board of Directors adoptexl 1898 Non-Employee DirectorStock Option Plan, or the Directors Plan, to pre
for the automatic grant of nagualified options to purchase shares of our comstook to our directors who are not employees osualant:
of us or of an affiliate of us.

In July 2000, the Board of Directors amended th@81Blan to incorporate the automatic grant prowmsiof the DirectorsPlan into th
1998 Plan. Future automatic grants to non-emplaolyeetors will be made according to the terms ef Blirectors’Plan, but will be made o
of the 1998 Plan until such time as shares mayrhecvailable for issuance under the amended Di€d®an. In May 2002, the Directors’
Plan was amended further to reduce the numberaséstgranted to our na@mployee directors. The altered automatic grantipians of th
Directors’ Plan are also incorporated into the 1B%$. The terms of the amended Directors’ Plardaseribed below.

Under the amended Directors Plan, each employee director who is elected or appointed toBaard of Directors for the first time

automatically granted an option to purchase 753l0es, which vests quarterly over a thyear period, or Initial Grant. Previously, suc
director was entitled to a grant of 200,000 sharesting monthly over a four-year period.
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Under the amended Directors Plan, on August 1, 2682h noremployee director was automatically granted anoopto purchas
75,000 shares, which will vest 33% on the firstimersary of the grant date, with the remaining 6686ting quarterly over the second
third years after the date of grant, provided thatdirector has attended at least 75% of the mgtiuring the year following the date of
grant, or 2002 Grants. Previously, such a direetas entitled to an annual grant of 80,000 sharestjng 100% on the first anniversary of
date of the grant.

On August 1, 2003 and on each August 1 thereaftch noremployee director will be automatically granted agption to purchas
25,000 shares, or Annual Grant. These Annual Grailtdegin vesting on the second anniversary ef diate of the grant and vest quart
during the next year. The Annual Grants will bdyfulested on the third anniversary of the datehef grant, provided that the director
attended at least 75% of the meetings during the fpdlowing the date of the grant.

On August 1, 2002 and each August 1 of each yeaed#fter, each noemployee director who is a member of a committethefBoar:
of Directors will automatically be granted an optitm purchase 5,000 shares, or Committee Grant.Cmemittee Grants vest in full on
first anniversary of the date of the grant, prodidieat the director has attended at least 75%eofrtbetings during the year following the «
of the grant. Previously, such a director was ktito a grant of 20,000 shares, vesting in fulttoa first anniversary of the date of the gr
Directors who were members of two committees, MegSox, Gaither and Jones, waived their grant cddditional 5,000 shares for bein
member of a second committee in fiscal 2003 and200

If a nonemployee director fails to attend at least 75%hefregularly scheduled meetings during the yedoviahg the grant of an optio
rather than vesting as described previously, tH@22Brants and Committee Grants will vest annuallgrdour years following the date
grant at the rate of 10% per year for the firseéhyears and 70% for the fourth year, and the AnGuants will vest 30% upon the thrgea
anniversary of the grant date and 70% for the foyear, such that in each case the entire optidnbetome fully vested on the foyeal
anniversary of the date of the grant. For the 28@nts, Annual Grants and Committee Grants, ipson has not been serving on the B
of Directors or committee since a prior yesagnnual meeting, the number of shares grantecdwiteduced pro rata for each full quarter |
to the date of grant during which such person didserve in such capacity.

The Compensation Committee administers the amebedtors Plan. A total of 1,200,000 shares hawentsuthorized and issued ur
the amended Directors Plan of which none is aviglédr future issuance as of January 30, 2005. éscidbed above, future grants to non-
employee directors will be made out of the 199&Pla

Employee Stock Purchase Plan

In February 1998, our Board of Directors approvieel 1998 Employee Stock Purchase Plan, or the PagcRtan. In June 1999,
Purchase Plan was amended to increase the numbkaiafs reserved for issuance automatically eamhatehe end of our fiscal year for
next 10 years (commencing at the end of fiscal 20@0ending 10 years later in 2009) by an amouwaleg 2% of the outstanding share:
each such date, including on an asedfiverted basis preferred stock and convertible:yand outstanding options and warrants, cald
using the treasury stock method; provided thanth&imum number of shares of common stock availadyléssuance from the Purchase |
could not exceed 26,000,000 shares. There aralaofa22,751,516 shares authorized for issuancdaAtiary 30, 2005, 5,737,168 shares
been issued under the Purchase Plan and 17,01gha48s are available for future issuance. At Jgn2By 2004, 3,760,932 shares had |
issued under the Purchase Plan and 15,438,882ssware available for future issuance. At January28®3, 2,104,670 shares had t
issued under the Purchase Plan and 13,576,682%share available for future issuance.
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The Purchase Plan is intended to qualify as an Ieyep stock purchase plaohder Section 423 of the Internal Revenue CodeeUttid
Purchase Plan, the Board has authorized partioipéty eligible employees, including officers, irripdic offerings following the adoption
the Purchase Plan. Under the Purchase Plan, sepdfating periods shall be no longer than 27 mentinder the current offering adop
pursuant to the Purchase Plan, each offering p&i2d months, which is divided into four purchaseiods of 6 months.

Employees are eligible to participate if they amgptoyed by us or an affiliate of us designatedi®yBoard. Employees who participat
an offering may have up to 10% of their earningthiaéld pursuant to the Purchase Plan and appliespeaified dates determined by
Board to the purchase of shares of common stock.Bidard may increase this percentage at its disoraip to 15%. The price of comn
stock purchased under the Purchase Plan will bal éguhe lower of the fair market value of the enan stock on the commencement da
each offering period and the purchase date of edfeling period at 85% at the fair market valuetloé common stock on the relev
purchase date. Employees may end their participaitio the offering at any time during the offering@ripd, and participation en
automatically on termination of employment withargl in each case their contributions are refunded.

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

Options Weighted
Available for Options Average Price

Grant Outstanding Per Share
Balances, January 27, 2002 9,416,25! 51,879,72 $ 19.1¢
Authorized 13,957,06 - --
Granted (8,522,651 8,522,65I 28.0¢
Shares of common stock issued in exchange for $dptions (3,815,069 - --
Exercised -- (3,816,69) 4.62
Cancelled - unvested (1) 18,067,60 (18,067,60) 36.5:
Cancelled - vested (2) 2,882,37 (2,882,371 32.51
Balances, January 26, 2003 31,985,57 35,635,700 ¢ 12.9:
Authorized 8,796,15! -- --
Granted (12,680,14) 12,675,14 14.77
Exercised -- (4,688,70) 5.17
Cancelled 855,44( (855,44() 19.2¢
Balances, January 25, 2004 28,957,03 42,766,70 $ 14.2(
Authorized - - --
Granted (8,514,92)) 8,514,92i 23.4¢
Exercised -- (3,051,87) 8.2¢
Cancelled 2,069,59! (2,069,59) 18.8-
Balances, January 30, 2005 22,511,70 46,160,15 $ 16.1(

(1) Includes 16,193,886 unvested stock options carttellexchange for shares of common stock.

(2) Includes 2,649,607 vested stock options cancetlek¢hange for shares of common stock.
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The following table summarizes information abowicktoptions outstanding as of January 30, 2005:

Options Outstanding Options Exercisable
Weighted
Average Weighted Weighted
Remaining Average Average
Number Contractual Exercise Number Exercise
Range of Exercise Prices Outstanding Life Price Exercisable Price
$0.09 - $0.09 2,00 1¢ % 0.0¢ 2,00C $ 0.0¢
0.33-0.33 123,30( 2€ % 0.3¢ 123,30( $ 0.3t
0.66 - 0.79 567,96( 29 % 0.7t 567,96( $ 0.7t
1.04-1.38 174,66¢ 3C$ 1.2¢ 174,66¢ $ 1.2¢
1.58-2.25 4,465,07! 33 % 1.7¢ 4,465,07! $ 1.7¢
4.09-5.88 3,609,16' 45 % 4.8C 3,585,02: $ 4.8C
7.65-11.07 4,387,24 6.C $ 9.4t 3,274,18 $ 9.4¢
11.51-17.18 14,133,22 5C % 14.4¢ 6,857,54. $ 14.81
17.53 - 26.25 13,953,00 54 % 22.3¢ 6,210,99' $ 19.7¢
26.38 - 39.54 4,120,01. 52 % 31.9C 3,182,301 $ 31.4¢
42.98 - 53.61 624,00( 6.€ $ 43.3¢ 617,75( $ 43.2¢
65.47 - 65.47 50C 7C$ 65.47 37t % 65.4%
$0.09 - $65.47 46,160,15 51 ¢ 16.1C _ 29,061,18 ¢ 14.0¢

Note 10 - Retirement Plan

We have a 401(k) Retirement Plan, or the Plan, riogesubstantially all of our United States emplegreUnder the Plan, participat
employees may defer up to 100 percent of theit@esarnings, subject to the Internal Revenue Semmnual contribution limits.

Note 11 - Stock Option Exchange

On September 26, 2002, we commenced an offer,eOfffer, to our employees to exchange outstandiogksoptions with exercit
prices equal to or greater than $27.00 per shargligible Options. The Offer was implemented in order to improve emp®morale b
realigning the cash and equity components of ounpmmsation programs, eliminate significant outkef+honey options and reduce
number of outstanding stock options relative to nlnenber of shares outstanding, or "options overhahgreby reducing future poten
dilution to existing stockholdersStock options to purchase an aggregate of appraeiyn20,615,000 shares were eligible for tendethe
commencement of the Offer, representing approxiin&@% of our outstanding stock options as of thmmencement date. Only employ
of NVIDIA or one of our subsidiaries as of Septemp&, 2002 who continued to be employees throughQfier termination date of Octol
24, 2002 were eligible to participate in the OffEmployees who were on medical, maternity, workerdmpensation, military or ott
statutorily protected leaves of absence, or a patsieave of absence, were also eligible to padie in the Offer. Employees who w
terminated on or before the Offer termination daftéctober 24, 2002, were not eligible to partitgpa the Offer. In addition, our Ch
Executive Officer and Chief Financial Officer anémmbers of our Board of Directors were not eligitolg@articipate in this Offer.

Eligible employees who participated in the Offecawed, in exchange for the cancellation of Eligildptions, a fixed amount
consideration, represented by fully vested, farfeitable common stock less applicable withhoddtaxes, equal to the number of sh
underlying such Eligible Options, multiplied by $8, less the amount of applicable tax withholdirdjgided by $10.46, the closing price
our common stock as reported on the Nasdaq NatMadtet on October 24, 2002. We concluded thatctiesideration paid for the Eligik
Options represented "substantial consideratiorregaired by Issue 39(f) of EITF Issue No. 28-'Issues Relating to Accounting for St
Compensation Under APB Opinion No. 25 and FASBrprtation No. 44," as the $3.20 per Eligible Optiwas at least the fair value
each Eligible Option, as determined using the Bi&ckoles optiompricing model. In determining the fair value of tBkgible Options usin
the Black-Scholes optiopricing model, we used the following assumptiomsthie expected remaining life was deemed to berghgaining
term of the options, which was approximately 7.8urge (ii) a volatility of 50.0% during the expectéfk; (iii) a risk-free interest rate
3.71%; and (iv) no dividends. The amount of $3.80 fligible Option was established at the commemc#rof the offer period and remair
unchanged throughout the offer period.
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Variable accounting is not required under Issuea39f EITF Issue No. 0@3 for Eligible Options subject to the Offer thaéne no
surrendered for cancellation, because: (i) theeshaf our common stock offered as considerationhersurrendered options were fully ve:
and nonforfeitable; and (ii) the number of shares to beereed by an employee who accepted the Offer wased@n the number
surrendered Eligible Options multiplied by $3.285ided by the fair value of the stock at the datexchange. We further concluded that
"look back" and "look forward" provisions of FASBiterpretation No. 44, paragraph 45 did apply to sterk options surrendered
cancellation. Based on the terms of the Offer,alde accounting is not required for any of our tartding stock options existing at the tim
the Offer. We did not grant stock options to anytipgpants in the Offer for at least six monthsldeling October 24, 2002. If any stc
options were granted to participants in the Off@hin the six months following October 24, 200203k stock options would have recei
variable accounting.

On October 24, 2002, the offer period ended andweee obligated to exchange approximately 18,843 BElgible Options for tot:
consideration of $61.8 million, consisting of $398llion in fully vested, norforfeitable shares of our common stock (approxify:
3,815,000 shares) and $21.9 million in employer antbloyee related taxes. The number of fully vestexhforfeitable shares of o
common stock to be issued was determined by digitle total consideration due (less the amountppfieable tax withholdings) by tl
closing price of our common stock on October 2426f $10.46 per share.

The shares of our common stock issued in exchaoggligible Options were fully vested. However, @fon of the shares equal to 2
of the total consideration, based on the closincepsf our common stock on the offer terminatioted@iave a six month holding period, at
portion of the shares equal to 25% of such totalsiieration have a one year holding period. Wittimg) taxes and other charges v
deducted from the remaining 50% of the total cogrsition, and the shares issued after such withingldiid not have a holding restriction.

Note 12 - Financial Arrangements, Commitments and éntingencies
Inventory Purchase Obligations
At January 30, 2005, we had outstanding inventargipase obligations totaling $457.3 million.
Convertible Subordinated Debentures

In October 2000, we sold $300.0 million 4¥génvertible subordinated debentures due 2007, @MNibtes, due October 15, 2007 |
public offering. Proceeds from the offering werepigximately $290.8 million after deducting undetimg discounts, commissions ¢
offering expenses. Issuance costs related to fieergg totaled $9.2 million and were amortizedriterest expense over the term of the N
Interest on the Notes accrued at the rate of 48ép@annum and was payable semiannually in arreafspal 15 and October 15 of each ye
commencing April 15, 2001. Interest expense, exnlythe amortization of issuance costs, relatetthéoNotes for fiscal 2004 and 2003
$10.4 million and $14.2 million, respectively. TNetes were redeemable at our option on or afteoli®t20, 2003 and were also conver
at the option of the holder at any time prior te tlose of business on the maturity date, unlesgiqusly redeemed or repurchased,
shares of common stock at a conversion price of3¥4per share, subject to adjustment in certagunistances.

On October 24, 2003, we fully redeemed the Notbée dggregate principal amount of the Notes outstgnatlas $300.0 million, whic
included $18.6 million of Notes that we had purath&é the open market during the three months e@i#dber 26, 2003. The redempt
price was equal to approximately 102.7% of the tantiing principal amount of the Notes, plus accraed unpaid interest up to, |
excluding, the redemption date. In connection i redemption of the Notes, we recorded a chargeii consolidated income statemer
approximately $13.1 million, which included a $Tllion redemption premium and $5.5 million for theite-off of unamortized issuan
costs.
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Lease Obligations
Our headquarters complex is located on a leasedhs®anta Clara, California and is comprisedé fiuildings. The related leases ex
in 2012 and each includes two sewaar renewals at our option. Future minimum leaagments under these operating leases

approximately $172.9 million over the remainingresrof the leases and are included in the futurénmim lease payment schedule below.

In addition to the commitment of our headquarters, have other office facilities under operatingsksa expiring through fiscal 20:
Future minimum lease payments under our noncanleetalpital and operating leases as of January@®ih,re as follows:

Year ending January: Operating Capital
(In thousands)

2006 $ 27,53 $ 86¢
2007 27,42¢ --
2008 27,42 -
2009 26,61¢ --
2010 26,321 -
2011 and thereafter 55,79¢ -
Total $ 191,11 86¢
Less amount representing interest at rates rariging 5% - 10% (13)
Present value of minimum lease payments 85¢€

Less current portion 85€

Long term portion $ 0

Rent expense for the years ended January 30, J@@biary 25, 2004 and January 26, 2003 was appreiim®28.0 million, $26.
million and $25.6 million, respectively.

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

January 30, January 25,
2005 2004
(In thousands)

Property and Equipment:

Software and other $ 634 $ 634
Test equipment 9,12¢ 9,30¢
Computer equipment 4,331 4,331
Office equipment and furniture 5,232 5,232
$ 19,32 % 19,50¢

Accumulated amortization (17,835 (14,016
Property and equipment, net $ 1,487 $ 5,49(
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Litigation
3dfx

On December 15, 2000, NVIDIA Corporation and onewif indirect subsidiaries entered into an agreérwepurchase certain grapr
chip assets from 3dfx. The 3dfx asset purchasedlos April 18, 2001. In May 2002, we were serveth\a complaint filed by the landlo
of 3dfx's San Jose, California commercial real estate ldas®ctober 2002, 3dfx filed for Chapter 11 bargtny protection in the Unite
States Bankruptcy Court for the Northern DistritiGalifornia. In December 2002, we were served witbomplaint filed by the landlord
3dfx’s Austin, Texas commercial real estate leddee landlords’complaints both assert claims for, among othergthirinterference wi
contract, successor liability and fraudulent transThe landlordsare seeking to recover, among other things, amawsl on their leases
the aggregate amount of approximately $10 milllonMarch 2003, we were served with a complaintdfily the Trustee appointed by
Bankruptcy Court to represent the interests of3ti&x bankruptcy estate. The Trustee€omplaint asserts claims for, among other th
successor liability and fraudulent transfer. Thestees complaint seeks additional payments from us,atineunt of which has not be
quantified. The landlordsictions have been removed to the Bankruptcy Coom the Superior Court of California and consokdhbtvith the
Trustee’s action for purposes of discovery. Discpue currently proceeding and no triadlate has been set. We believe the claims as
against us are without merit and we will contino@efend ourselves vigorously.

Opti Incorporated

On October 19, 2004, Opti Incorporated, or Opledia complaint for patent infringement against BA in the United States Distri
Court for the Eastern District of Texas. Opti ass#hnat unspecified NVIDIA chipsets infringe fivenlted States patents held by Opti. (
seeks unspecified damages for our conduct, atterfems and triple damages for alleged willful imgg@ment by NVIDIA. NVIDIA filed ¢
response to this complaint in December 2004. Dispotias not begun and no trial date has been sebalieve the claims asserted again
are without merit and we will continue to defendsmives vigorously.

American Video Graphic:

In August 2004, a Texas limited partnership nameaeAcan Video Graphics, LP , or AVG, filed thregpamte complaints for pate
infringement against various corporate defendamsificluding NVIDIA) in the United States Distri€ourt for the Eastern District of Tex
AVG initially asserted that each of the approxinhatbirty defendants sells products that infringeeamr more of seven separate patents
AVG claims relate generally to graphics procesdingctionality. Each of the three lawsuits targegedifferent group of defendants; one ¢
involves approximately twenty of the leading pemaromputer manufacturers, the PC Makers Casecaseinvolves the three leading vi
game console makers, the Game Console Case, andasaenvolves approximately ten of the leadingewidjame publishers, the Ge
Publishers Case. In November 2004, NVIDIA sougltt @as granted permission to intervene in two ofttiree pending AVG lawsuits, t
PC Makers Case and the Game Console Case. NVéOddmplaint in intervention alleges both that tlagepts in suit are invalid and that
the extent AVGS claims target NVIDIA products, the asserted patame not infringed. Two other leading suppliefg@phics processil
products, Intel Corporation, or Intel, and ATI Teokogies, Inc., or ATI, have also intervened in tases, ATI in both the PC Makers
Game Console Case, and Intel in the PC Makers Case.

After some consensual reconfigurations proposethéywarious parties, in January 2005, the distetrt judge entered Docket Con
and Discovery Orders in the three lawsuits. The NP&kers case now involves four separate patentsisamdrrently scheduled for tr
beginning on September 11, 2006. The Game Consde {Dvolves a single patent and is currently saleeldfor trial beginning on Decemt
4, 2006. We believe that, to the extent A¥@ifringement allegations target functionalitytthaay be performed by NVIDIA products, th
claims are without merit, and we will continue ®fehd ourselves and our products vigorously.

We are subject to other legal proceedings, buteveal believe that the ultimate outcome of anyheke proceedings will have a mate
adverse effect on our financial position or ovetedihds in results of operations. However, if afiauarable ruling were to occur in &
specific period, there exists the possibility ghaterial adverse impact on the results of operatadrthat period.
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Note 13 - Income Taxes

The provision for income taxes applicable to incdreére income taxes consists of the following:

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
(In thousands)
Current:
Federal $ - $ - $ -
State 35E 221 13t
Foreign 8,82¢ (51,590 20,55¢
Total current 9,181 (51,369 20,69(
Deferred:
Federal 4,68: 19,86 20,56¢
State (620) 35,27 9,31¢
Foreign - - -
Total deferred 4,06: 55,13¢ 29,88¢
Charge in lieu of taxes attributable to employecktoption plans 11,84¢ 8,48¢ 9,18(
Provision for income taxes $ 25,08¢ $ 12,25 $ 59,75¢
Income before income taxes consists of the follgwin
Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
(In thousands)

Domestic $ 9,55¢ $ (17,816 $ 20,76¢
Foreign 115,88¢ 104,48 129,79:
$ 125,44 $ 86,67 $ 150,55

The provision for income taxes differs from the ambcomputed by applying the federal statutory inectax rate of 35% to incor
before income taxes as follows:

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003

(In thousands)

Tax expense computed at Federal Statutory Rate $ 43,90¢ $ 30,33¢ $ 52,69¢
State income taxes (benefit), net of federal téecef 23C 544 (4,247
Foreign tax rate differential (8,462) (11,677 23,22
Research and experimental credit (20,710 (5,230 (12,049
In-process research and development -- 1,22t --
Change in estimates - (36,76¢) -
Increase in beginning of year valuation allowance -- 33,59¢ --
Other 128 217 13C

Provision for income taxes $ 25,08¢ $ 12,25¢ $ 59,75¢
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The tax effect of temporary differences that gisiss to significant portions of the deferred tageis and liabilities are presented below:

January 30, January 25,
2005 2004

Deferred tax assets: (In thousands)

Net operating loss carryforwards $ 101,23¢ $ 105,50¢

Accruals and reserves, not currently deductibledampurposes 13,37: 10,28¢

Property, equipment and intangible assets 17,18: 19,19«

Research and other tax credit carryforwards 113,85¢ 99,80¢

Gross deferred tax assets 245,64 234,78

Less valuation allowance (190,569 (182,669

Net deferred tax assets 55,08¢ 52,12(
Deferred tax liabilities:

Unremitted earnings of foreign subsidiaries (72,57Y) (57,469
Net deferred tax liability $ (17,489 $ (5,349

As of January 30, 2005, we had a valuation allowayfc190.6 million. Of the total valuation allowam $145.7 million is attributable
certain net operating loss and tax credit carryfods resulting from the exercise of employee stmgkons. The tax benefit of these
operating loss and tax credit carryforwards, if arften realization is sustained, would be accoufdeds a credit to stockholders' equity.
the remaining valuation allowance as of January ZM5, $19.9 million relates to federal and stabte attributes acquired in cert
acquisitions for which realization of the relateefefred tax assets was determined not more likedy not to be realized due, in part
potential utilization limitations as a result obek ownership changes, and $25.0 million relatesddain state deferred tax assets
management determined not more likely than nottoehlized due, in part, to projections of futueatble income. To the extent realizatio
the deferred tax assets related to certain acmuisibecomes probable, recognition of these aadjiiée benefits would first reduce goods
to zero, then reduce other nourrent intangible assets related to the acquisitiozero with any remaining benefit reported asduction ti
income tax expense. To the extent realization ef deferred tax assets related to certain statdéaefits becomes probable, we wc
recognize an income tax benefit in the period sasdet is more likely than not to be realized.

As of January 30, 2005, we had a federal net operdbss carryforward of approximately $274.4 moitliand cumulative state |
operating loss carryforwards of approximately $244illion. The federal net operating loss carryfard: will expire beginning in fiscal 20
and the state net operating loss carryforwardshveitiin to expire in fiscal 2007 according to thiesuof each particular state. As of Jani
30, 2005, we had federal research and experimentédix credit carryforwards of approximately $7#6lion that will begin to expire i
fiscal 2008; and federal foreign tax credit carryfards of approximately $0.2 million that will bedio expire in fiscal 2011. The research
experimentation tax credit carryforward attribuealib states is approximately $57.8 million, of whiapproximately $55.6 million
attributable to the State of California and maychgied over indefinitely, and approximately $2.Rlion is attributable to various other ste
and will expire beginning in fiscal 2016 accorditogthe rules of each particular state. We haverditadifornia state tax credit carryforwa
of approximately $4.9 million that will begin to gixe in fiscal 2006. Utilization of net operatingskes and tax credit carryforwards ma
subject to limitations due to ownership changes athér limitations provided by the Internal Rever@ede and similar state provisions
such a limitation applies, the net operating lass @@x credit carryforwards may expire before €uilization.
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The American Jobs Creation Act of 2004 was sigmed faw on October 22, 2004. This act creates gateany incentive for Unite
States multinationals to repatriate accumulatedrire earned outside the United States at a fediéeatige tax rate of 5.25%. On Decem
21, 2004, the Financial Accounting Standards BoardFASB, issued FASB Staff Position No. FAS 10942counting and Disclosu
Guidance for the Foreign Earnings Repatriation Hsgan within the American Jobs Creation Act of 2Q@hich allows an enterprise tii
beyond the financial reporting period of enactmnevaluate the effect of the Act on its plan femwestment or repatriation of fore
earnings We have started an evaluation of the effects ofrépatriation provision; however, we do not expecbe able to complete tl
evaluation until after Congress or the Treasury d&pent provide additional clarifying language @ylelements of the provision. We h
not provided for United States income taxes onrautative total of approximately $174.7 million ofidistributed earnings as of January
2005 for certain notJnited States subsidiaries as we intended to retrthese earnings indefinitely in operations owtsitithe United State
We are currently in the process of evaluating wéietr not, and to what extent, if any, this pramsimay benefit us. We expect to comg
such evaluation before the end of our fiscal 200& range of possible amounts that we are coneigléor repatriation under this provisior
between zero and $500 million. The potential raigelated income tax expense is between zero ardvillion.

Note 14 - Microsoft Agreement

On March 5, 2000, we entered into an agreement Mtithhosoft Corporation, or the Microsoft Agreemeint,which we agreed, unc
certain terms and conditions, to develop and geltgssors for use in the Xbox video game consdie. t€rms of the Microsoft Agreem
also state that in the event that an individuat@poration makes an offer to purchase shares equal greater than thirty percent (30%
the outstanding shares of our common stock, Midtdsxs first and last rights of refusal to purchtsestock.

We were engaged with Microsoft Corporation, or Mgwoft, in discussions related to pricing and volsnoé the Xbox platforr
processors. The Microsoft Agreement contemplatedube of a third party to resolve disputed mattansl on April 23, 2002 Microsc
submitted the pricing dispute to binding arbitrati®n February 6, 2003, NVIDIA and Microsoft annoad that arbitration was over and
companies had settled all issues related to priofrthe Microsoft Xbox platform processors. In & to resolving this pricing dispute,
have agreed to collaborate with Microsoft on futemst reductions for the Xbox, together the Micfostettlement. As a result of t
Microsoft Settlement, we recorded $40.4 millioratiditional revenue in the fourth quarter of fis2@03.

Note 15 - Segment Information

During the second quarter of fiscal 2005, our clupérating decision maker, the Chief Executive €@ffj began reviewing financ
information presented on an operating segment lbasjmurposes of making operating decisions andsaisg financial performance. We r
report three produdine operating segments: the GPU business, whidonsposed of products that support desktop PCshnok PCs ar
professional workstations; the MCP business, wihéclsiomposed of NVIDIA nForce and Xbox products; ahd WMP business, whi
supports handheld personal digital assistants atidlar phones. In addition to these operating sags) we have the “All Othergategor
that includes human resources, legal, finance, rgéaeministration and corporate marketing expenséich total $101.4 million for fisc
2005, that we do not allocate to our other opegatiagments. “All Other'also includes the results of operations of othescailaneol
operating segments that are neither individuallyortable, nor aggregated with another operatingneedt Revenue in the “All Other”
category is primarily derived from sales of memory.

We do not identify or allocate assets by operatagment. Operating segments do not record inteeseigrevenue, and, according
there is none to be reported. The accounting palifor segment reporting are the same as for aupany as a whole.
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For periods prior to the first quarter of fiscal0B) productine operating segment information other than rerers impracticable
obtain primarily due to changes in our enterpresource system structure that we implemented dtiimdjrst quarter of fiscal 2005.

GPU MCP WMP All Other  Consolidatec
(In thousands)
Twelve Months Ended January 30, 2005:
Revenue $ 1,360,35 $ 424,05: $ 45,92. $ 179,70¢ $ 2,010,03:
Operating income (loss) $ 182,04 $ 66,45 $ (37,539 $ (97,379 $ 113,59:
Twelve Months Ended January 25, 2004:
Revenue $ 1,259,80: $ 442,50( $ 9,00¢ $ 111,630 $ 1,822,94!
Twelve Months Ended January 26, 2003:
Revenue $ 1,303,71' $ 498,27( $ - $ 107,45t $ 1,909,44

Revenue by geographic region is allocated to indial countries based on the location to which tteslpcts are initially billed even
our customerstevenue is attributable to end customers that@ratéd in a different location. The following tablgummarize informatic
pertaining to our revenue from customers basedaniging address in different geographic regions:

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
(In thousands)
Revenue:
United States $ 473,72, % 44451( $ 601,95:
Other Americas 11,04 6,35¢ 1,79¢
China 269,30¢ 280,97" 242,90¢
Taiwan 883,34t 834,51: 862,23t
Other Asia Pacific 169,88t 149,84 127,79¢
Europe 202,72 106,74 72,75¢
Total revenue $ 2,010,03: $ 1,822,994 $ 1,909,44
As of As of
January 30, January 25,
2005 2004
(In thousands)
Long-lived assets
United States $ 169,87 $ 186,28(
Other Americas - 15
Asia Pacific 5,104 1,65:
Europe 3,97¢ 2,081
Total long-lived assets $ 178,95 $ 190,02¢
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Conti nued)

Revenue from significant customers, those reprasprapproximately 10% or more of total revenue foe respective periods,
summarized as follows:

Year Ended Year Ended Year Ended
January 30, January 25, January 26,
2005 2004 2003
Revenue:
Customer A 9% 12% 15%
Customer B 13% 15% 23%
Customer C 8% 12% 9%
Customer D 18% 21% 17%

Accounts receivable from significant customers,sthaepresenting approximately 10% or more of tatalounts receivable for t
respective periods, is summarized as follows:

As of As of
January 30, January 25,
2005 2004
Accounts Receivable:
Customer A 13% 15%
Customer B 5% --
Customer C 9% 18%
Customer D 14% 21%
Note 16 - Quarterly Summary (Unaudited)
Fiscal 2005

Quarters Ended

Jan. 30, 2005 Oct. 24, 2004 July 25,2004  April 25, 2004
(In thousands, except per share data)

Statement of Operations Data:

Revenue $ 566,47¢ $ 515,59. $ 456,06. $ 471,90!

Cost of revenue $ 372,66: $ 348,84¢ $ 315,96¢ $ 323,06

Gross profit $ 193,81 $ 166,74: $ 140,09 $ 148,83t

Net income $ 48,00¢ $ 25,87¢ $ 511¢ $ 21,34¢

Basic net income per share $ 0.2¢ $ 0.1€¢ $ 0.0 $ 0.13

Diluted net income per share $ 027 $ 0.1t $ 0.0z % 0.12
Fiscal 2004

Quarters Ended

Jan. 25, 2004 Oct. 26, 2003 July 27, 2003 April 27, 2003
(In thousands, except per share data)

Statement of Operations Data:

Revenue $ 472,11¢ % 486,06¢ $ 459,77 $ 404,98
Cost of revenue $ 33391: $ 351,93t $ 329,80 $ 278,41!
Gross profit $ 138,20 $ 134,13. $ 129,97: $ 126,56¢
Net income $ 24,16¢ $ 6,35¢ $ 24,15( $ 19,747
Basic net income per share $ 0.1t $ 004 % 0.1t $ 0.12
Diluted net income per share $ 0142 % 0042 % 014 % 0.12
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NVIDIA CORPORATION AND SUBSIDIARIES
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS

Balance at Balance at End
Beginning of of
Description Period Additions (3) Deductions Period

(In thousands)
Year ended January 30, 2005

Allowance for sales returns and allowances $ 9,421 $ 22,46: $ (20,197) () $ 11,687

Allowance for doubtful accounts $ 231C $ (844 $ - $ 1,46¢
Year ended January 25, 2004

Allowance for sales returns and allowances $ 13,22¢ % 23,79¢ $ (27,603) () $ 9,421

Allowance for doubtful accounts $ 424C $ 731 $ (2,661) () $ 2,31(
Year ended January 26, 2003

Allowance for sales returns and allowances $ 15,58¢ $ 20,147 $ (22,505) () $ 13,22¢

Allowance for doubtful accounts $ 2,49 $ 2,41 $ (666) (2) $ 4,24(

(1) Represents amounts written off against thenalae for sales returns.
(2) Represents uncollectible accounts written g#iast the allowance for doubtful accounts.
(3) Allowances for sales returns are charged &slaction to revenue. Allowances for doubtful acdeware charged to expenses.
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Asset Purchase Agreement, dated as of Decemb&0@8, by and among NVIDIA Corporation, NVIDIA US
Investment Company and 3dfx Interactive, Inc. (filss Exhibit 2.1 to the Company’s Annual ReporfFonm 10-K for
the year ended January 28, 2001 and incorporateihHzy reference).

Amended and Restated Certificate of Incorporatfied as Exhibit 4.1 to the Company’s Registratiftatement on
Form S-8 (File No. 333-74905) and incorporated inelog reference).

Certificate of Amendment of Amended and Restatedif@ate of Incorporation (filed as Exhibit 3.4 the Company’s
Quarterly Report on Form 10-Q for the quarterlyipeiended July 28, 2002 and incorporated hereirefgrence).

Bylaws, as amended (filed as Exhibit 3.1 to the Gany’s Quarterly Report on Form 10-Q for the quértperiod
ended July 29, 2001 and incorporated herein byepte).

Reference is made to Exhibits 3.1 and 3.2.

Specimen Stock Certificate (filed as Exhibit 4. 22mendment No. 1 to the Company’s Registratione®t@int on Form
S-1 (File No. 333-47495) and incorporated hereimdfgrence).

Second Amended and Restated Investors’ Rights Aggat dated August 19, 1997 between the Companyhend
parties indicated thereto and First Amendment woBé Amended and Restated Investors’ Rights Agregrdated
July 22, 1998 (filed as Exhibit 4.3 to Amendment Mdo the Company’s Registration Statement on F&rin(File No.
333-47495) and incorporated herein by reference).

Second Amendment to Second Amended and Restatesttms’ Rights Agreement, dated April 12, 199%(fihs
Exhibit 4.4 to the Company’s Quarterly Report omrd.0-Q for the quarterly period ended May 2, 1886
incorporated herein by reference).

Form of Indemnity Agreement between NVIDIA Corpasatand each of its directors and officers (filesdexhibit 10.1
to the Company’s Registration Statement on FormFelNo. 333-47495) and incorporated herein bgneice).

1998 Equity Incentive Plan, as amended.

1998 Equity Incentive Plan ISO, as amended (fie&@hibit 10.5 to the Company’s Quarterly Reporfonm 108 for
the quarterly period ended October 23, 2004 anofpurated herein by reference).

1998 Equity Incentive Plan NSO, as amended (fie&xhibit 10.6 to the Company’s Quarterly Reporfonm 10-Q
for the quarterly period ended October 23, 2004iaodrporated herein by reference).

Certificate of Stock Option Grant (filed as Exhib@.7 to the Company’s Quarterly Report on FornQLfor the
quarterly period ended October 23, 2004 and inqatpd herein by reference).

1998 Employee Stock Purchase Plan, as amendedi #8l&xhibit 99.4 to the Company’s Registratiortedteent on
Form S-8 (File No. 333-51520) and incorporated inelog reference).

Form of Employee Stock Purchase Plan Offeringnasraled (filed as Exhibit 99.5 to the Company’s Rigtion
Statement on Form S-8 (File No. 333-100010) andrjparated herein by reference).

1998 Non-Employee Directors’ Stock Option Planaa®nded (filed as Exhibit 10.7 to the Comparuarterly Repo
on Form 10-Q/A for the quarterly period ended Ag8l 2002 and incorporated herein by reference).

1998 Non-Employee Directors’ Stock Option Plan (AahGrant - Board Service), as amended (filed dstiix10.1 to
the Company’s Quarterly Report on Form 10-Q forgharterly period ended October 23, 2004 and irarated herein



by reference).
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Exhibit Description of Document

Number

10.10+ 1998 Non-Employee Directors’ Stock Option Plan (Quittee Grant Committee Service), as amended (filed as Ex
10.2 to the Company’s Quarterly Report on FormQLfdr the quarterly period ended October 23, 2Q@dliacorporate
herein by reference).

10.11+ 1998 Non-Employee Directors’ Stock Option Plant{&iGrant) (filed as Exhibit 10.3 to the Compan@sarterly
Report on Form 10-Q for the quarterly period en@etbber 23, 2004 and incorporated herein by reteen

10.12+ 2000 Nonstatutory Equity Incentive Plan, as amer{tiedi as Exhibit 10.11 to the Company’s AnnuapBeg on Form
10-K for the year ended January 26, 2003 and irwatpd herein by reference).

10.13 Lease dated April 4, 2000 between NVIDIA Corporatand Sobrato Interests 111 for Building A (filed &xhibit 10.1
to Amendment No. 1 to the Company’s Registratiate$hent on Form S-3 (File No. 333-33560) and inoa@ied
herein by reference).

10.14 Lease dated April 4, 2000 between NVIDIA Corporatamd Sobrato Interests Il for Building B (filed Bxhibit 10.2 t
Amendment No. 1 to the Company’s Registration $tate on Form S-3 (File No. 333-33560) and incorfemtdnerein
by reference).

10.15 Lease dated April 4, 2000 between NVIDIA Corporatamd Sobrato Interests Il for Building C (filed Bxhibit 10.3 t
Amendment No. 1 to the Company’s Registration &tateg on Form S-3 (File No. 333-33560) and incorfeatdnerein
by reference).

10.16 Lease dated April 4, 2000 between NVIDIA Corporatamd Sobrato Interests Il for Building C (filed Bxhibit 10.4 t
Amendment No. 1 to the Company’s Registration &tate on Form S-3 (File No. 333-33560) and incorfeatdnerein
by reference).

21.1* List of Registrant’s Subsidiaries.

23.1* Consent of PricewaterhouseCoopers LLP.

23.2* Consent of KPMG LLP.

24.1* Power of Attorney (included in signature page).

31.1* Certification of the Chief Executive Officer as téggd by Rule 13a-14(a) of the Securities Exchahgeof 1934.

31.2* Certification of the Chief Financial Officer as tepd by Rule 13a-14(a) of the Securities Exchahgteof 1934.

32.1*# Certification of the Chief Executive Officer as uiggd by Rule 13a-14(b) of the Securities Exchafigeof 1934.

32.2%# Certification of the Chief Financial Officer as tepd by Rule 13a-14(b) of the Securities Exchafgeof 1934.

* Filed herewith.

+ Management contract, compensatory plan or arraage

# The certifications attached as Exhibit 32.1 ardilkt 32.2 accompany this Annual Report on ForrKl@re not deemed filed with the
Securities and Exchange Commission and are notetintorporated by reference into any filing of NVADCorporation under the
Securities Act of 1933 or the Securities Exchangedk 1934 whether made before or after the dathisfForm 10-K, irrespective of any
general incorporation language contained in suetyfi
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d)f the Securities Exchange Act of 1934, the Regiaht has duly caused this
report to be signed on its behalf by the undersigrg thereunto duly authorized, on March 22, 2005.
NVIDIA Corporation

By /sl JENHSUN HUANG

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 Marvin D. Burkett, and each or any o@e of them, his true and lawful attorney-infact and agent, with full power o
substitution and resubstitution, for him and in his name, place and stead, in any and all capacitie® sign any and all amendment
(including posting effective amendments) to this feort, and to file the same, with all exhibits theréo, and other documents ii
connection therewith, with the Securities and Exchage Commission, granting unto said attorneys-ifiacts and agents, and each
them, full power and authority to do and perform eah and every act and thing requisite and necessanp be done in connectio
therewith, as fully to all intents and purposes ate might or could do in person, hereby ratifying ad confirming all that said
attorneys-in-fact and agents, or any of them, or their or his dostitutes or substitutes, may lawfully do or causé¢o be done by virtue
hereof.

Pursuant to the requirements of the Securities Examnge Act of 1934, this report has been signed beldwy the following persons ol
behalf of the registrant and in the capacities andn the dates indicated.

Signature Title Date

President, Chief Executive Officer

/sl JEN-HSUN HUANG and Director (Principal Executive
Jen-Hsun Huang Officer) March 22, 2005

/sl MARVIN D. BURKETT Chief Financial Officer (Principal
Marvin D. Burkett Financial and Accounting Officer) March 22, 2005

/sl TENCH COXE
Tench Coxe Director March 22, 2005

/sl STEVEN CHU
Steven Chu Director March 17, 2005

/s/ JAMES C. GAITHER

James C. Gaither Director March 22, 2005
/sl HARVEY C. JONES March 21, 2005
Harvey C. Jones Director
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Signature

Title

Date

/s/ WILLIAM J. MILLER

William J. Miller

/sl A. BROOKE SEAWELL

A. Brooke Seawell

/sl MARK A. STEVENS

Mark A. Stevens

Director

Director

Director
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March 22, 2005

March 22, 2005
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1998 EQUITY INCENTIVE PLAN

Adopted February 17, 1998
Amended March 17, 1998
Approved by Shareholders April 6, 1998
Amended December 7, 1998
Adjusted for 2-for-1 Stock Split on June 26, 2000
Amended July 1, 2000
Adjusted for 2-for-1 Stock Split on September 17,@01

Amended November 7, 2002

Amended June 30, 2004
Termination Date: February 16, 2008

1. Purposes .

(@) The Plan is an amendment and restatement & dhgany's existing Equity Incentive Plan adopted 25, 1993 (the
"Prior Plan"). The Prior Plan hereby is amendedrastated in its entirety as the 1998 Equity IneenPlan and shall become effective on the
date of approval of the Plan by the Board (theé&if/e Date"). No options shall be granted underRhor Plan from and after the Effective
Date. The terms of the Prior Plan (other than tgregate number of shares issuable thereundef)ehadin in effect and apply to all options
granted pursuant to the Prior Plan.

(b) The purpose of the Plan is to provide a meanstigh selected Employees and Directors of and (itargs to the
Company, and its Affiliates, may be given an oppoity to benefit from increases in value of thecktof the Company through the granting
of (i) Incentive Stock Options, (ii) Nonstatutoryo8k Options, (iii) stock bonuses, and (iv) rigtdgpurchase restricted stock.

(©) The Company, by means of the Plan, seeks tmrita services of persons who are now Employe&irectors of or
Consultants to the Company or its Affiliates, towe and retain the services of new Employeesclirs and Consultants, and to provide
incentives for such persons to exert maximum efffot the success of the Company and its Affiliates

(d) The Company intends that the Stock Awards issunelér the Plan shall, in the discretion of the®aa any Committee to
which responsibility for administration of the Plaas been delegated pursuant to subsection 3(ejtHs (i) Options granted pursuant to
Section 6 hereof, including Incentive Stock Optiansl Nonstatutory Stock Options, or (ii) stock begsior rights to purchase restricted stock
granted pursuant to Section 7 hereof. All Optidmalishe separately designated Incentive Stock @ptar Nonstatutory Stock Options at the
time of grant, and in such form as issued purst@a8ection 6, and a separate certificate or ceatidis will be issued for shares purchased on
exercise of each type of Option.

2. Definitions .

(@) Affiliate means any parent corporation or subsidiary corfworatvhether now or hereafter existing, as thosaseare
defined in Sections 424(e) and (f) respectivelythef Code.

(b) Boardmeans the Board of Directors of the Company.

(©) Codemeans the Internal Revenue Code of 1986, as amended

(d) Common Stockeans the common stock of the Company.

(e) Committeaneans a Committee appointed by the Board in acooedaith subsection 3(c) of the Plan.

® Companymeans NVIDIA Corporation.

(9) Consultantmeans any person, including an advisor, engagedebompany or an Affiliate to render consultingveees

and who is compensated for such services, provtadhe term "Consultant” shall not include Digestwho are paid only a director's fee by
the Company or who are not compensated by the Cayrfpa their services as Directors. The term "Cdtasit" shall include members of the
Board of Directors of an Affiliate.

(h) Continuous Servicmeans that the Participant's service with the Compa an Affiliate, whether as an Employee, Dire«
or Consultant, is not interrupted or terminatede Participant's Continuous Service shall not bendekto have terminated merely because of
a change in the capacity in which the Participantlers service to the Company or an Affiliate aEmployee, Consultant or Director or a



change in the entity for which the Participant rensdsuch service, provided that there is no inption or termination of the
Participant's Continuous Service. For example,aamgh in status from an Employee of the CompanyGorssultant or a Director of an
Affiliate will not constitute an interruption of @tinuous Service as an Employee. The Board orhef executive officer of the Company, in
that party's sole discretion, may determine whe@umtinuous Service shall be considered interrujtéde case of: (i) any leave of absence
approved by the Board or the chief executive offfiedhe Company, including sick leave, militarale, or any other personal leave; or (ii)
transfers between the Company, its Affiliates @irtsuccessors.

() Covered Employemeans the Chief Executive Officer and the fouraiher highest compensated officers of the Company
for whom total compensation is required to be riggbto shareholders under the Exchange Act, asndigied for purposes of Section 162(m)
of the Code.

()] Director means a member of the Board.
(k) Directors’ Planmeans the 1998 Non-Employee Directors' Stock Ogilen of the Company.
() Diluted Shares Outstandimgeans, as of any date, (i) the number of outstgnstimres of Common Stock of the Company

on such Calculation Date (as defined in Sectiol Héaein), plus (ii) the number of shares of Commtack issuable upon such Calculation
Date assuming the conversion of all outstandindefred Stock and convertible notes, plus (iii) #uklitional number of dilutive Common
Stock equivalent shares outstanding as the rekattyooptions or warrants outstanding during teedl year, calculated using the treasury
stock method.

(m) Employeaneans any person, including an Officer or Directonployed by the Company or any Affiliate. Neitlservice
as a Director nor payment of a director's fee lgyGlompany shall be sufficient to constitute "empient” by the Company.

(n) Exchange Acmeans the Securities Exchange Act of 1934, as asdend
(0) Fair Market Valuemeans, as of any date, the value of the Commork $etermined as follows:
() If the Common Stock is listed on any establissistk exchange or a national market system, iioguelithout

limitation the Nasdag National Market, the Fair kgtrValue of a share of Common Stock shall be tbsirng sales price for such stock (or
the closing bid, if no sales were reported) asegion such system or exchange (or the exchangdheithreatest volume of trading in
Common Stock) on the last market trading day godhe day of determination, as reported in thel\8trket Journal or such other source as
the Board deems reliable;

(i) If the Common Stock is quoted on the Nasdaqg B@eh Market or is regularly quoted by a recognigedurities
dealer but selling prices are not reported, the Market Value of a share of Common Stock shaliheemean between the bid and asked
prices for the Common Stock on the last marketitigaday prior to the day of determination, as régain the Wall Street Journal or such
other source as the Board deems reliable;

(iii) In the absence of an established market fo€Ctiramon Stock, the Fair Market Value shall be detegohin good
faith by the Board.

(iv) Prior to the Listing Date, the value of the CoomStock shall be determined in a manner consistéhtSection
260.140.50 of Title 10 of the California Code ofgRtations.

(p) Listing Datemeans the first date upon which any security ofGhepany is listed (or approved for listing) upartice of
issuance on any securities exchange, or desig(@ateghproved for designation) upon notice of iseeasms a national market security on an
interdealer quotation system if such securitiediarge or interdealer quotation system has beeffi@@iin accordance with the provisions of
Section 25100(0) of the California Corporate Sdmsilaw of 1968.

(@) Incentive Stock Optiomeans an Option intended to qualify as an incergtiwek option within the meaning of Section 422
of the Code and the regulations promulgated theteun

) Non-Employee Directameans a Director of the Company who either (i)asarcurrent Employee or Officer of the
Company or its parent or a subsidiary, does naiveccompensation (directly or indirectly) from t@empany or its parent or subsidiary for
services rendered as a consultant or in any capattier than as a Director (except for an amound aghich disclosure would not be required
under Item 404(a) of Regulation S-K promulgatedspant to the Securities Act Regulation S-K)), doaispossess an interest in any other
transaction as to which disclosure would be reguineder Item 404(a) of Regulation S-K, and is mmaged in a business relationship as to
which disclosure would be required under Item 4DéfdRegulation S-K; or (ii) is otherwise considét@ "non-employee director" for



purposes of Rule 16b-3.
(s) Nonstatutory Stock Optiameans an Option not intended to qualify as an lieeistock Option.

(® Officer means (i) before the Listing Date, any person dediyl by the Company as an officer and (ii) onafter the
Listing Date, a person who is an officer of the (pamy within the meaning of Section 16 of the Ex@®Act and the rules and regulations
promulgated thereunder.

(w) Optionmeans a stock option granted pursuant to the Plan.

(v) Option Agreemenneans a written agreement between the Companyra@gp@onee evidencing the terms and conditions
of an individual Option grant. Each Option Agreeineimall be subject to the terms and conditionhiefRlan.

(w) Optioneemeans an Employee, Director or Consultant who hatdsutstanding Option.

(x) Outside Directomeans a Director of the Company who either (iyasancurrent employee of the Company or an "aféhi
corporation” (within the meaning of Treasury regioias promulgated under Section 162(m) of the Cadea)ot a former employee of the
Company or an "affiliated corporation"” receivingrgquensation for prior services (other than benefiider a tax qualified pension plan), was
not an officer of the Company or an "affiliated jgoration" at any time, and is not currently recegvdirect or indirect remuneration from the
Company or an "affiliated corporation” for serviégesny capacity other than as a Director, origiigtherwise considered an "outside direc
for purposes of Section 162(m) of the Code.

) Plan means this NVIDIA Corporation 1998 Equity Incentiin.

(2 Rule 16b-3means Rule 16b-3 of the Exchange Act or any suocésRRule 16b-3, as in effect when discretionamp
exercised with respect to the Plan.

(aa) Stock Awardneans any right granted under the Plan, includimg@ption, any stock bonus, and any right to puseha
restricted stock.

(bb) Stock Award Agreementeans a written agreement between the Company holdier of a Stock Award evidencing the
terms and conditions of an individual Stock Awardrg. Each Stock Award Agreement shall be subgetie¢ terms and conditions of the
Plan.

(cc) Ten Percent Shareholdereans a person who owns (or is deemed to own pirsu&ection 424(d) of the Code) stock
possessing more than ten percent (10%) of thedotabined voting power of all classes of stockhef Company or of any of its Affiliates.

3. Administration .

(@) The Plan shall be administered by the Board urdedsuntil the Board delegates administration tmm@ittee, as provide
in subsection 3(c).

(b) The Board shall have the power, subject to,witltin the limitations of, the express provisiorigie Plan:

() To determine from time to time which of the mars eligible under the Plan shall be granted Stoghrds; when
and how each Stock Award shall be granted; whetl&tock Award will be an Incentive Stock Optior@nstatutory Stock Option, a stock
bonus, a right to purchase restricted stock, @mmabination of the foregoing; the provisions of e&tbck Award granted (which need not be
identical), including the time or times when a pershall be permitted to receive stock pursuaat$dock Award; and the number of shares
with respect to which a Stock Award shall be grdrteeach such person.

(i) To construe and interpret the Plan and Stock Awgradsted under it, and to establish, amend andkeexdes an
regulations for its administration. The Board,he exercise of this power, may correct any defeunission or inconsistency in the Plan or in
any Stock Award Agreement, in a manner and to kien¢ it shall deem necessary or expedient to nttakélan fully effective.

(iii) To amend the Plan or a Stock Award as provideskiction 13.

(iv) Generally, to exercise such powers and to perfarch scts as the Board deems necessary or expéaligramote
the best interests of the Company which are nobiflict with the provisions of the Plan.



(©) The Board may delegate administration of thenBdea Committee or Committees of one or more mesbithe Board,
and the term "Committee" shall apply to any permopersons to whom such authority has been delgégiit@dministration is delegated to a
Committee, the Committee shall have, in conneatiidh the administration of the Plan, the powerséatafore possessed by the Board,
including the power to delegate to a subcommitteecd the administrative powers the Committee ithatized to exercise (and references in
this Plan to the Board shall thereafter be to tbm@ittee or subcommittee), subject, however, ttsasolutions, not inconsistent with the
provisions of the Plan, as may be adopted from tortene by the Board. The Board may abolish then@ittee at any time and revest in the
Board the administration of the Plan. In the disoreof the Board, a Committee may consist solélgwm or more Outside Directors, in
accordance with Code Section 162(m), or solelyvof or more Non-Employee Directors, in accordandh Wiule 16b-3. Within the scope of
such authority, the Board or the Committee maydgl@gate to a committee of one or more membetseoBbard who are not Outside
Directors the authority to grant Stock Awards tigible persons who are either (a) not then Cové&megloyees and are not expected to be
Covered Employees at the time of recognition obme resulting from such Stock Award, or (b) notspeis with respect to whom the
Company wishes to comply with Section 162(m) of@uele, and/or (2) delegate to a committee of omaare members of the Board who
not Non-Employee Directors the authority to gratatck® Awards to eligible persons who are not thdsjestt to Section 16 of the Exchange
Act.

4. Shares Subject To The Plan .

(@) Subject to the provisions of Section 12 relatm@djustments upon changes in stock, the statktlay be issued pursuant
to Stock Awards shall not exceed in the aggregity $lillion (60,000,000) shares of the Company@n@non Stock. If any Stock Award
shall for any reason expire or otherwise terminiatgyhole or in part, without having been exercigeélll, the stock not acquired under such
Stock Award shall revert to and again become abigiléor issuance under the Plan.

(b) Except as adjusted pursuant to Section 12 of the, Plowever, no more than Sixty Million (60,000,p8Bares of Commc
Stock of the shares eligible for issuance undePtha shall be issued upon the exercise of Incer8tock Options under the Plan.

(©) The stock subject to the Plan may be unissuarkstor reacquired shares, bought on the marlaherwise.

(d) Prior to the Listing Date, at no time shall tbtal number of shares issuable upon exercisd ofiedtanding Options and
the total number of shares provided for under angksbonus or similar plan of the Company exceedaplicable percentage as calculate
accordance with the conditions and exclusions ofi&® 260.140.45 of Title 10 of the California CoafeRegulations, based on the shares of
the Company which are outstanding at the time #heutation is made.

5, Eligibility .

(@) Incentive Stock Options may be granted onlytgployees Stock Awards other than Incentive Stock Options ipay
granted only to Employees, Directors or Consultants

(b) No person shall be eligible for the grant of ani@pbr an award of purchase of restricted stochtithe time of grant, suc
person owns (or is deemed to own pursuant to Sedfld(d) of the Code) stock possessing more thapeaecent (10%) of the total combined
voting power of all classes of stock of the Companwgf any of its Affiliates unless the exercisé&prof such Option is at least one hundred
ten percent (110%) of the Fair Market Value of ssititk at the date of grant, the exercise pricguch restricted stock award is at least one
hundred percent (100%) of the Fair Market Valuswifh stock at the date of grant and an Incentivek3Dption is not exercisable after the
expiration of five years from the date of granttekfthe Listing Date, this provision shall applyoto Incentive Stock Options.

(©) Subject to the provisions of Section 12 relatm@djustments upon changes in stock, no emplsiyek be eligible to be
granted Options covering more than Four Millioro@0,000) shares of the Common Stock during anyndaleyear. This subsection shall not
apply prior to the Listing Date and, following thisting Date, this subsection shall not apply u(i}ithe earliest of: (A) the first material
modification of the Plan (including any increaseafte number of shares reserved for issuance uhdd?lan in accordance with Section 4);
(B) the issuance of all of the shares of CommormriSteserved for issuance under the Plan; (C) tpaation of the Plan; or (D) the first
meeting of shareholders at which Directors of thenfany are to be elected that occurs after the abthe third calendar year following the
calendar year in which occurred the first regigtrabf an equity security under Section 12 of Exehange Act; or (ii) such other date requ
by Section 162(m) of the Code and the rules andlagéigns promulgated thereunder.

(d) At any such time or times that the number ofati@f Common Stock reserved for issuance unddbitteetors’ Plan are
insufficient for the purpose of making one or mof¢he non-discretionary grants of options spedifie Section 5 of the Directors’ Plan, then,
without any further action of the Board, the numbkshares of Common Stock remaining in the shaserwe of the Directors’ Plan shall be
applied to such non-discretionary grants on a ated basis, and any additional number of shar€uofmon Stock required for such non-
discretionary grants of options shall be deemdthi® been made under this Plan but on the termsarditions specified in the Directors’
Plan. In the event of any conflict between the teemd conditions of the Directors’ Plan and theanPthe terms and conditions of the



Directors’ Plan shall control. Notwithstanding amyig in the Directors’ Plan or this Plan to the &ary, the terms and conditions of
the Directors’ Plan shall survive the terminatidrit@ Directors’ Plan as to any non-discretionargngs of options made pursuant to this
subsection 5(d).

6. Option Provisions .

Each Option shall be in such form and shall consaich terms and conditions as the Board shall dggropriate. The provisions
separate Options need not be identical, but eadto®ghall include (through incorporation of praviss hereof by reference in the Optiol
otherwise) the substance of each of the followirayisions:

(@ Term. No Option shall be exercisable after the expiratbten years from the date it was granted.

(b) Price. The exercise price of each Incentive Stock Optladlde not less than one hundred percent (100%)jeofair
market value of the stock subject to the Optiothendate the Option is granted. The exercise pfiegach Nonstatutory Stock Option shall
not less than eighty five percent (85%) of the Rédirket Value of the stock subject to the Optiortloa date the Option is granted.

(©) Consideration. The purchase price of stock acquired pursuant ©gion shall be paid, to the extent permitted by
applicable statutes and regulations, either (gash at the time the Option is exercised, or {itha discretion of the Board or the Committee,
at the time of the grant of the Option, (a) by dety to the Company of other Common Stock, (b) ediog to a deferred payment or other
arrangement (which may include, without limiting thenerality of the foregoing, the use of other @am Stock) with the person to whom
the Option is granted or to whom the Option is ¢farred pursuant to subsection 6(d), or (C) in@timer form of legal consideration that may
be acceptable to the Boapgpvided, howeverthat at any time that the Company is incorporatddelaware, then payment of the Common
Stock's "par value," as defined in the Delawareds@Corporation Law, shall not be made by defepagiment. In the case of any deferred
payment arrangement, interest shall be compoundedst annually and shall be charged at the minmimate of interest necessary to avoid
the treatment as interest, under any applicableigioms of the Code, of any amounts other than ansostated to be interest under the
deferred payment arrangement.

(d) Transferability. An Incentive Stock Option and, prior to the Listibgte, a Nonstatutory Stock Option shall not be
transferable except by will or by the laws of deg@nd distribution, and shall be exercisable dytire lifetime of the person to whom the
Incentive Stock Option is granted only by such perd\fter the Listing Date, a Nonstatutory Stocktiop shall be transferable to the extent
provided in the Option Agreement. If the NonstatytStock Option does not provide for transferapijlthen the Nonstatutory Stock Option
shall not be transferable except by will or by ldaes of descent and distribution, and shall be @gable during the lifetime of the person to
whom the Option is granted only by such personwitbstanding the foregoing provisions of subsectf), the person to whom the Option
is granted may, by delivering written notice to @@mpany, in a form satisfactory to the Compangjgteate a third party who, in the even
the death of the Optionee, shall thereafter bdledtio exercise the Option.

(e Vesting. The total number of shares of stock subject to ptio@ may, but need not, be allotted in perioditatiments
(which may, but need not, be equal). The Optioneggrent may provide that from time to time duringreaf such installment periods, the
Option may become exercisable ("vest") with respesbme or all of the shares allotted to thatqukrand may be exercised with respect to
some or all of the shares allotted to such periwia any prior period as to which the Option beeamsted but was not fully exercised. The
Option may be subject to such other terms and tiondion the time or times when it may be exercishith may be based upon
performance or other criteria as the Board may dagpnopriate. The provisions of this subsectior) &fe subject to any Option provisions
governing the minimum number of shares as to whitlOption may be exercised.

® Minimum Vesting Prior To The Listing Date. Notwithstanding the foregoing subsection, Optioranted prior to the
Listing Date shall provide for vesting of the totaimber of shares at a rate of at least twentyeper@0%) per year over five (5) years from
the date the Option was granted, subject to reéd®icanditions such as continued employment. Howemehe case of such Options granted
to officers, directors or consultants (within theaning of Section 260.140.41 of Title 10 of theifdatia Code of Regulations), the Option
may become fully exercisable, subject to reasonadelitions such as continued employment, at ang tir during any period established by
the Company; for example, the vesting provisiothef Option may provide for vesting of less thanrttygercent (20%) per year of the total
number of shares subject to the Option.

(9) Termination Of Continuous Service.In the event an Optionee's Continuous Service tetes (other than upon the
Optionee's death or disability), the Optionee megrese his or her Option (to the extent that tipti@dee was entitled to exercise it at the
date of termination) but only within such periodtiofie ending on the earlier of (i) the date thr@enfjonths after the termination of the
Optionee's Continuous Service (or such longer ortehperiod specified in the Option Agreement, aihifor Options granted prior to the
Listing Date, shall not be less than thirty (30yslanless such termination is for cause), or lf&) éxpiration of the term of the Option as set
forth in the Option Agreement. If, after terminatjadhe Optionee does not exercise his or her Optitinn the time specified in the Option
Agreement, the Option shall terminate, and theeshaovered by such Option shall revert to and agedome available for issuance under



Plan.

(h) Disability Of Optionee. In the event an Optionee's Continuous Service tetas as a result of the Optionee's disability,
the Optionee may exercise his or her Option, (oetktent such Optionee was entitled to exercigethie date of termination) but only within
such period of time ending on the earlier of (§ thate twelve (12) months following such terminatfor such longer or shorter period
specified in the Option Agreement, which, for Opgyranted prior to the Listing Date, shall notdss than six (6) months) or (ii) the
expiration of the term of the Option as set forthhe Option Agreement. If, at the date of termorgtthe Optionee is not entitled to exercise
his or her entire Option, the shares covered byttexercisable portion of the Option shall reverabhd again become available for issuance
under the Plan. If, after termination, the Optiodees not exercise his or her Option within theetspecified herein, the Option shall
terminate, and the shares covered by such Optialhrslvert to and again become available for issaamder the Plan.

0] Death Of Optionee.In the event of the death of an Optionee duringyitiin a period specified in the Option after the
termination of, the Optionee's Continuous StatusraEmployee, Director, or Consultant, the Optiayrhe exercised (to the extent the
Optionee was entitled to exercise the Option atitite of death) by the Optionee's estate, by apevbo acquired the right to exercise the
Option by bequest or inheritance or by a persoigdated to exercise the option upon the Optiorsssh pursuant to subsection 6(d), but
only within the period ending on the earlier oftfig date eighteen (18) months following the datgeath (or such longer or shorter period
specified in the Option Agreement, which, for Opsagranted prior to the Listing Date, shall notdss than six (6) months), or (ii) the
expiration of the term of such Option as set fantthe Option Agreement. If, at the time of dedltie Optionee was not entitled to exercise his
or her entire Option, the shares covered by theamesable portion of the Option shall revert tal again become available for issuance
under the Plan. If, after death, the Option isex@rcised within the time specified herein, thei@pshall terminate, and the shares covere
such Option shall revert to and again become adailfar issuance under the Plan.

) Early Exercise. The Option may, but need not, include a provisidrergby the Optionee may elect at any time befae th
Optionee's Continuous Service terminates to exethis Option as to any part or all of the sharégestito the Option prior to the full vesting
of the Option. Subject to the repurchase optioritéitions specified in subsection 11(h), any unwésteares so purchased may be subject to a
repurchase right in favor of the Company or to ather restriction the Board determines to be apmis

(k) Re-Load Options.Without in any way limiting the authority of the Bal or Committee to make or not to make grants of
Options hereunder, the Board or Committee shalk g authority (but not an obligation) to incluepart of any Option Agreement a
provision entitling the Optionee to a further Opti@ "Re-Load Option") in the event the Optioneereises the Option evidenced by the
Option agreement, in whole or in part, by surreimdeother shares of Common Stock in accordance thighPlan and the terms and
conditions of the Option Agreement. Any such [Rexd Option (i) shall be for a number of sharesa¢tputhe number of shares surrendere
part or all of the exercise price of such Optiai);shall have an expiration date which is the sam¢he expiration date of the Option the
exercise of which gave rise to such Re-Load Op@mt (iii) shall have an exercise price which isado one hundred percent (100%) of the
Fair Market Value of the Common Stock subject ® Re-Load Option on the date of exercise of thgirmal Option or, in the case of a Re-
Load Option which is an Incentive Stock Option avfdch is granted to a ten percent (10%) sharehd@ledescribed in subsection 5(c)),
shall have an exercise price which is equal toramedred ten percent (110%) of the Fair Market Valiithe stock subject to the Re-Load
Option on the date of exercise of the original Opti

Any such Re:oad Option may be an Incentive Stock Option or endatutory Stock Option, as the Board or Committes
designate at the time of the grant of the origDption; provided, howeverthat the designation of any Read Option as an Incentive St
Option shall be subject to the one hundred thousafidrs ($100,000) annual limitation on exercifighof Incentive Stock Options descrik
in subsection 11(d) of the Plan and in Section dR&f the Code. There shall be no Re-Load Optiona &e-Load Option. Any such Reac
Option shall be subject to the availability of scifnt shares under subsection 4(a) and shall bgauto such other terms and condition
the Board or Committee may determine.

7. Terms Of Stock Bonuses And Purchases Of Restrictestock .

Each stock bonus or restricted stock purchase awgmateshall be in such form and shall contain seecms$ and conditions as
Board or the Committee shall deem appropriate.t€éh®s and conditions of stock bonus or restrictedkspurchase agreements may chi
from time to time, and the terms and conditionseparate agreements need not be identical, butstéach bonus or restricted stock purct
agreement shall include (through incorporation mivisions hereof by reference in the agreementtloeravise) the substance of each ol
following provisions as appropriate:

(@) Purchase Price.The purchase price under each restricted stockhpaecagreement shall be such amount as the Board or
Committee shall determine and designate in suokeagent but in no event shall the purchase pridedsethan eighty five percent (85%) of
the stock's Fair Market Value on the date such dvgamade. Notwithstanding the foregoing, the Baarthe Committee may determine that
eligible participants in the Plan may be awardedlspursuant to a stock bonus agreement in coraidarfor past services actually rendered
to the Company or for its benefit. For grants ptathe Listing Date, the purchase price under eastiicted stock purchase agreement shall



not be less than eighty-five percent (85%) of tloelss Fair Market Value on the date such awardasde or at the time the purchase
is consummated.

(b) Transferability. Rights to purchase shares under a stock bonustoicted stock purchase agreement granted prithreto
Listing Date shall not be transferable except by aviby the laws of descent and distribution, ahdll be exercisable during the lifetime of
the person to whom the Stock Award is granted bglguch person. Rights to purchase shares undeclatsonus or restricted stock purch
agreement granted on or after the Listing Datel sigafransferable by the grantee only upon suehgend conditions as are set forth in the
applicable Stock Award Agreement, as the Board sleaérmine in its discretion, so long as stock @&d under such Stock Award
Agreement remains subject to the terms of the ageeé

(c) Consideration. The purchase price of stock acquired pursuantstogk purchase agreement shall be paid eithan ¢ash
at the time of purchase; (ii) at the discretioriref Board or the Committee, according to a defepeganent or other arrangement with the
person to whom the stock is sold; or (iii) in artger form of legal consideration that may be aczelgtto the Board or the Committee in their
discretion. Notwithstanding the foregoing, the Bbar the Committee to which administration of tharPhas been delegated may award ¢
pursuant to a stock bonus agreement in considarfdigpast services actually rendered to the Compaifor its benefit.

(d) Vesting. Subject to the repurchase option limitations spettiin subsection 11(h), shares of stock sold arded under
the Plan may, but need not, be subject to a repsechption in favor of the Company in accordandh wivesting schedule to be determined
by the Board or the Committee.

(e) Termination Of Continuous Service.Subject to the repurchase option limitations speaiin subsection 11(h), in the
event a Participant's Continuous Service termindtesCompany may repurchase or otherwise reacguoirer all of the shares of stock held
by that person which have not vested as of theafaermination under the terms of the stock bomurestricted stock purchase agreement
between the Company and such person.

8. Cancellation And Re-Grant Of Options .

The Board or the Committee shall have the authaotgffect, at any time and from time to time wikie consent of any advers
affected Optionee, (i) the reduction of the exergisce of any outstanding Option under the Platmhéothen Fair Market Value and/or (ii)
cancellation of any outstanding Options under tta h exchange for (A) the grant of a stock bor(#9;the grant of restricted stock; |
cash; (D) the grant in substitution therefor of n@ptions under the Plan having an exercise pricesipare not less than as provided for
option grants made under the Plan; or (E) any otakrable consideration (as determined by the Boait$ sole discretion). The Board sl
determine the exchange ratio (which may be for nwréess shares of stock than those then subjeittetmutstanding Option) in its s
discretion as well as all other terms of the exgeamot specifically provided for in this paragraph.

9. Covenants Of The Company .

(@) During the terms of the Stock Awards, the Conypstmall keep available at all times the numberhaires of stock required
to satisfy such Stock Awards.

(b) The Company shall seek to obtain from each etgn} commission or agency having jurisdiction other Plan such
authority as may be required to issue and selleshair stock upon exercise of the Stock Awgmbyvided, howeverthat this undertaking shall
not require the Company to register under the SiEsiAct either the Plan, any Stock Award or atock issued or issuable pursuant to any
such Stock Award. If, after reasonable efforts,@menpany is unable to obtain from any such regeyatommission or agency the authority
which counsel for the Company deems necessarpéolatvful issuance and sale of stock under the, Bt@Company shall be relieved from
any liability for failure to issue and sell stocgan exercise of such Stock Awards unless and suti authority is obtained.

10. Use Of Proceeds From Stock .

Proceeds from the sale of stock pursuant to Staelirds shall constitute general funds of the Company
11. Miscellaneous .

(@) The Board shall have the power to acceleratéiriee at which a Stock Award may first be exercieethe time during
which a Stock Award or any part thereof will vasiaiccordance with the Plan, notwithstanding theiprons in the Stock Award stating the

time at which it may first be exercised or the ticheging which it will vest.

(b) Neither an Employee, Director or Consultantay person to whom a Stock Award is transferreceusdbsection 6(d) or
7(b) shall be deemed to be the holder of, or tetaw of the rights of a holder with respect tg; slmares subject to such Stock Award unless



and until such person has satisfied all requiremartexercise of the Stock Award pursuant toatss.

(©) Prior to the Listing Date, as required by Satf60.140.46 of Title 10 of the California CodeR#gulations, the Company
shall deliver financial statements to Participaattieast annually. This subsection shall not appkey Employees whose duties in connection
with the Company assure them access to equivaltarhation.

(d) Nothing in the Plan or any instrument execute8tock Award granted pursuant thereto shall confem any Employee,
Director, Consultant or other holder of Stock Awseshy right to continue in the employ of the Companany Affiliate (or to continue actii
as a Director or Consultant) or shall affect tlghtiof the Company or any Affiliate to terminate tamployment or relationship as a Director
or Consultant of any Employee, Director, Consultantther holder of Stock Awards with or withoutisa.

(e To the extent that the aggregate Fair Marketi¥étletermined at the time of grant) of stock wélpect to which Incentive
Stock Options are exercisable for the first timeaby Optionee during any calendar year under atigbf the Company and its Affiliates
exceeds one hundred thousand dollars ($100,0@0Dtions or portions thereof which exceed sucit [fatcording to the order in which
they were granted) shall be treated as Nonstat@twgk Options.

® The Company may require any person to whom ekSiavard is granted, or any person to whom a Stoekrd is
transferred pursuant to subsection 6(d) or 7(b eandition of exercising or acquiring stock undey Stock Award, (i) to give written
assurances satisfactory to the Company as to srsbrps knowledge and experience in financial arsiniess matters and/or to employ a
purchaser representative reasonably satisfactahet@€ompany who is knowledgeable and experientéidancial and business matters, and
that he or she is capable of evaluating, alonegether with the purchaser representative, thetsnanid risks of exercising the Stock Award,;
and (i) to give written assurances satisfactoriheoCompany stating that such person is acquiiagtock subject to the Stock Award for
such person's own account and not with any préstarition of selling or otherwise distributing thck. The foregoing requirements, and
any assurances given pursuant to such requirengdati be inoperative if (1) the issuance of tharek upon the exercise or acquisition of
stock under the Stock Award has been registeredrumthen currently effective registration statemater the Securities Act, or (2) as to
any particular requirement, a determination is madeounsel for the Company that such requiremeatimot be met in the circumstances
under the then applicable securities laws. The Gampnay, upon advice of counsel to the Companyggeplegends on stock certificates
issued under the Plan as such counsel deems ngcessppropriate in order to comply with applicakecurities laws, including, but not
limited to, legends restricting the transfer of steck.

(9) To the extent provided by the terms of a Stock Alvagreement, the person to whom a Stock Awardasigd may satisi
any federal, state or local tax withholding obligatrelating to the exercise or acquisition of &taader a Stock Award by any of the
following means or by a combination of such medhstendering a cash payment; (2) authorizing tbem@any to withhold shares from the
shares of the Common Stock otherwise issuablectpdinticipant as a result of the exercise or adtpnsof stock under the Stock Award; or
(3) delivering to the Company owned and unencunthshares of Common Stock.

(h) The terms of any repurchase option shall beipédn the Stock Award and may be either at faarket value or at not
less than the original purchase price. As requine&ection 260.140.41 and Section 260.140.42 & T of the California Code of
Regulations, any repurchase option in a Stock Awaatited prior to the Listing Date and held by espe other than an Officer, Director or
Consultant shall be upon the terms described below:

() If repurchase option gives the Company the rigltepurchase the shares upon termination of gmy#at at not
less than the fair market value of the shares tpubehased on the date of termination of employntaen (1) the right to repurchase shall be
exercised for cash or cancellation of purchase mordebtedness for the shares within ninety (9@sd# termination of employment (or in
the case of shares issued upon exercise of Stockdsvafter the date of termination, within nin€@) days after the date of the exercise) or
such longer period as may be agreed to by the Coyngrad the Participant (for example, for purpodesatisfying the requirements of
Section 1202(c)(3) of the Code regarding "qualiethll business stock"), and (2) the right ternésathen the shares become publicly
traded.

(i) If repurchase option gives the Company the righiepurchase the shares upon termination of gmy#at at the
original purchase price, then (1) the right to mepase at the original purchase price shall laptieearate of at least twenty percent (20%) of
the shares per year over five (5) years from the thee Stock Award is granted (without respechtdate the Stock Award was exercised or
became exercisable) and (2) the right to repurchiaakk be exercised for cash or cancellation otpase money indebtedness for the shares
within ninety (90) days of termination of employmdéaor in the case of shares issued upon exerci€ptibns after the date of termination,
within ninety (90) days after the date of the eigror such longer period as may be agreed thébmpany and the Participant (for
example, for purposes of satisfying the requirementSection 1202(c)(3) of the Code regarding "djedl small business stock").

12. Adjustments Upon Changes In Stock .



(@ If any change is made in the stock subject éoRtan, or subject to any Stock Award (through reergonsolidation,
reorganization, recapitalization, stock dividenidjdend in property other than cash, stock sghjyidating dividend, combination of shares,
exchange of shares, change in corporate structwtherwise), the Plan will be appropriately adpakin the class(es) and maximum number
of shares subject to the Plan pursuant to subseé(m) and the outstanding Stock Awards will berappately adjusted in class(es) and
number of shares and price per share of stock auinjsuch outstanding Stock Awards.

(b) In the event of a dissolution or liquidationtbé Company, then, upon advance written noticenbyGompany of at least
ten (10) business days to the holders of any Sdeekrds outstanding under the Plan, such Stock Asvahadll be terminated if not exercised
(if applicable) prior to such event.

(©) In the event of (1) a sale of substantiallyofithe assets of the Company, (2) a merger or dilagion in which the
Company is not the surviving corporation or (3gaarse merger in which the Company is the surviemgporation but the shares of Comr
Stock outstanding immediately preceding the meagerconverted by virtue of the merger into otheperty, whether in the form of
securities, cash or otherwise, then any survivimgaration or acquiring corporation shall assumg @&tock Awards outstanding under the
Plan or shall substitute similar stock awards (idaig an award to acquire the same consideratimhtpahe shareholders in the transaction
described in this subsection for those outstandirdgr the Plan. In the event any surviving corponabr acquiring corporation refuses to
assume such Stock Awards or to substitute simiteoksawards for those outstanding under the Pham twvith respect to Stock Awards held
by persons whose Continuous Service has not tetetinthe vesting of such Stock Awards (and, if epglle, the time during which such
Stock Awards may be exercised) shall be accelergied prior written notice by the Company to thédeos of such Stock Awards at least
five (5) business days prior to such event andtioek Awards shall terminate if not exercised fipkcable) at or prior to such event. With
respect to any other Stock Awards outstanding utidePlan, upon advance written notice by the Caompd at least five (5) business day:
the holders of such Stock Awards, such Stock Awahddl terminate if not exercised (if applicableppto such event.

13. Amendment Of The Plan And Stock Awards .

€)] The Board at any time, and from time to timeyramend the Plan. However, except as provided ati®e12 relating to
adjustments upon changes in stock, no amendmelhbsheffective unless approved by the shareholdetse Company to the extent
shareholder approval is necessary to satisfy tip@nements of Section 422 of the Code, Rule 16lb-&h¢ Nasdaq or securities exchange
listing requirements.

(b) The Board may in its sole discretion submit atiyer amendment to the Plan for shareholder apprioeduding, but not
limited to, amendments to the Plan intended tsBathe requirements of Section 162(m) of the Cade the regulations promulgated
thereunder regarding the exclusion of performarasetl compensation from the limit on corporate didoility of compensation paid to
certain executive officers.

(©) It is expressly contemplated that the Board mragnd the Plan in any respect the Board deemssages advisable to
provide eligible Employees, Directors or Consukanith the maximum benefits provided or to be pded under the provisions of the Code
and the regulations promulgated thereunder reldatingcentive Stock Options and/or to bring thenRdad/or Incentive Stock Options granted
under it into compliance therewith.

(d) Rights and obligations under any Stock Awardtgd before amendment of the Plan shall not beinegdy any
amendment of the Plan unless (i) the Company résjties consent of the person to whom the Stock Awaas granted and (ii) such person
consents in writing.

(e) The Board at any time, and from time to timeyramend the terms of any one or more Stock Awarlyided, however
that the rights and obligations under any Stock Alshall not be impaired by any such amendmentssr(i¢ the Company requests the
consent of the person to whom the Stock Award wastgd and (ii) such person consents in writing.

14. Termination Or Suspension Of The Plan .

(@) The Board may suspend or terminate the Planyatiae. Unless sooner terminated, the Plan shattinate at the close of
business on February 16, 2008, which shall be witdm (10) years from the date the Plan is addpyetie Board or approved by the
shareholders of the Company, whichever is soonatwithstanding the foregoing, all Incentive Stocgtions shall be granted, if at all, no
later than the last day preceding the tenth (1&tmjversary of the earlier of (i) the date on which latest increase in the maximum numb
shares issuable under the Plan was approved sh#treholders of the Company or (ii) the date smecbraiment was adopted by the Board.
No Stock Awards may be granted under the Plan whédePlan is suspended or after it is terming

(b) Rights and obligations under any Stock Awarchtgd while the Plan is in effect shall not be &teor impaired by
suspension or termination of the Plan, except thithconsent of the person to whom the Stock Awaas granted.



15. Effective Date Of Plan .
The Plan shall become effective on the date adopyethe Board, but no Options or rights to purcheesricted stock shall
exercised, and no stock bonuses shall be grantddruhe Plan, unless and until the Plan has beproegd by the shareholders of

Company within twelve (12) months before or after tlate the Plan is adopted by the Board.

EXHIBIT 21.1

LIST OF REGISTRANT’'S SUBSIDIARIES

Percentage Owned by NVIDIA Corporation Country of Organization

NVIDIA International Holdings, Inc.
100%

NVIDIA Development, Inc.
100%

NVIDIA US Holding Company
100%

NVIDIA International, Inc.
100%

NVIDIA US Investment Company
100%

NVIDIA Singapore Pte Ltd
100%

NVIDIA Pty Limited
100%

NVIDIA Ltd.
100%

NVIDIA GmbH
100%

MediaQ, Inc.
100%

MediaQ International, Inc.
100%

NVIDIA Hong Kong Holdings Limited
100%

NVIDIA Hong Kong Limited
100%

NVIDIA KK
100%

United States

Canada

United States

Cayman Islands

United States

Singapore

Australia

United Kingdom

Germany

United States

United States

Hong Kong

Hong Kong

Japan



NVIDIA Graphics Holding Company Mauritius
100%

NVIDIA Semiconductor Holding Company Mauritius
100%
NVIDIA Graphics Private Limited India
100%
NVIDIA Semiconductor Shanghai Co. Ltd. China
100%
EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢lee Registration Statements on Form S-3 (N83:B11397, 333-74326, 333-33560,
333-47102 and 333-46650) on Form S-8 (Nos. 333-406333-51520, 333-74905, 333-74868, 333-10001d383-114375) and on Form S-
4 (No. 333-54406) of NVIDIA Corporation of our repadated March 22, 2005, relating to the finanstatements, financial statement
schedule, management’s assessment of the effeetisai internal control over financial reportinglahe effectiveness of internal control
over financial reporting, which appears in thismdrO-K.

/sl PricewaterhouseCoopers LLP
San Jose, California
March 22, 2005




EXHIBIT 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors
NVIDIA Corporation:

We consent to the incorporation by reference inrdggstration statements on Form S-8 (Nos. 333-206333-51520 333-74905, 333868
333-100010 and 333-114375), on Form S-3 (Nos. 33397, 333-74326, 333-33560, 333-47102 and 333¥6@hd on Form S-4 (No. 333-
54406) of NVIDIA Corporation of our report dateddfeary 12, 2004, relating to the consolidated bzdasheet of NVIDIA Corporation a
subsidiaries as of January 25, 2004 and the retzaadolidated statements of income, stockholdegsity and comprehensive income,
cash flows for each of the years in the tyear period ended January 25, 2004, and the resateeddule, which report appears in the Jar
30, 2005 annual report on Form 10-K of NVIDIA Coration.

Is/
KPMG LLP

Mountain View, California
March 18, 2005

EXHIBIT 31.1
CERTIFICATION
I, Jen-Hsun Huang, President and Chief Executiie@f certify that:
1. | have reviewed this annual report on Form 16tKIVIDIA Corporation;

2. Based on my knowledge, this report does not cordgainuntrue statement of a material fact or omistate a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nt#adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, @her financial information included in this repdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disete controls and procedures (as de
in Exchange Act Rules 13a-15 (e) and 15d-15 (&))iaternal control over financial reporting as @afined in the Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, paitidy during the period in which this report it prepared;

(b) Designed such internal control over financial reéipgr or caused such internal control over finahoigporting to b
designed under our supervision, to provide readenassurance regarding the reliability of finandieporting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registrant'slasire controls and procedures and presentedisnréport ou
conclusions about the effectiveness of the disctosontrols and procedures, as of the end of thiegpeovered by th
report based on such evaluation; and

(d) Disclosed in this report any change in the segnts internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter that hatenelly affected, or is reasonably likely to maadly affect, the registrand’
internal control over financial reporting; and



5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluatiamerhal control over financial reportir
to the registrant's independent registered puldananting firm and the audit committee of the regist's board of directors (or pers
performing the equivalent functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal contro¢iofinancial reportin
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasrd report financi
information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the
registrant's internal control over financial repugt

Date: March 22, 2005
/s JENHSUN HUANG

Jen-Hsun Huang
President and Chief Executive Officer




EXHIBIT 31.2
CERTIFICATION
I, Marvin D. Burkett, Chief Financial Officer, cédt that:
1. I have reviewed this annual report on Form 16fKIVIDIA Corporation;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistaie a material fact necessar
make the statements made, in light of the circuntgts: under which such statements were made, nt#adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, @ther financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer and | agsponsible for establishing and maintaining disgte controls and procedures (as de
in Exchange Act Rules 13a-15 (e) and 15d-15 (a))iaternal control over financial reporting as @&dined in the Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and proceduresiused such disclosure controls and proceduries tesigned und
our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

(b) Designed such internal control over financial reéjpgr, or caused such internal control over finahoggporting to b
designed under our supervision, to provide readenaksurance regarding the reliability of finanai@porting and tt
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registrant'slalsire controls and procedures and presentedisnréport ou
conclusions about the effectiveness of the disceosontrols and procedures, as of the end of thiegpeovered by th
report based on such evaluation; and

(d) Disclosed in this report any change in the seghts internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter that haternrally affected, or is reasonably likely to madly affect, the registrant
internal control over financial reporting; and

5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluatiamerhal control over financial reportir
to the registrant's independent registered puldaoanting firm and the audit committee of the regist's board of directors (or pers
performing the equivalent functions):

() All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reportin
which are reasonably likely to adversely affect thgistrant's ability to record, process, summaemd report financi
information; and

(b) Any fraud, whether or not material, that involvesimagement or other employees who have a significdatin the
registrant's internal control over financial rejogt

Date: March 22, 2005

/s MARVIN D. BURKETT
Marvin D. Burkett
Chief Financial Officer

EXHIBIT 32.1



CERTIFICATION PURSUANT TO SECTION 906 OF THE PUBLIC COMPANY ACCOUNTING REFORM AND INVESTOR
PROTECTION ACT OF 2002

Pursuant to Section 906 of the Public Company Anting Reform and Investor Protection Act of 2008 (@.S.C. 81350, a
adopted), Jen-Hsun Huang, the President and Chiefufive Officer of NVIDIA Corporation (the “Compwgf), hereby certifies that, to t
best of his knowledge:

1. The Company’s Annual Report on Form K{@er the quarter ended January 30, 2005, to wthichCertification is attached
Exhibit 32.1 (the “Periodic Report™jully complies with the requirements of Section d)3¢f the Securities Exchange Ac
1934, as amended; and

2. The information contained in the Periodic Repoiitlfapresents, in all material respects, the finahcondition of th
Company at the end of the period covered by thééierReport and results of operations of the Camypfor the perio
covered by the Periodic Report.

Dated: March 22, 2005
/s/ JENHSUN HUANG

Jen-Hsun Huang
President and Chief Executive Officer

A signed original of this written statement reqdifey Section 906 has been provided to NVIDIA Cogpien and will be retained |
NVIDIA Corporation and furnished to the Securiteesd Exchange Commission or its staff upon req

This certification accompanies the FormK@e which it relates, is not deemed filed with tBecurities and Exchange Commission a
not to be incorporated by reference into any filofghe Company under the Securities Act of 1933amended, or the Securities Exche
Act of 1934, as amended (whether made before er #fie date of the Form 1), irrespective of any general incorporation laage
contained in such filing.

EXHIBIT 32.2

CERTIFICATION PURSUANT TO SECTION 906 OF THE PUBLIC COMPANY ACCOUNTING REFORM AND INVESTOR
PROTECTION ACT OF 2002

Pursuant to Section 906 of the Public Company Anting Reform and Investor Protection Act of 2008 (@.S.C. 81350, a
adopted), Marvin D. Burkett, the Chief Financialfidr of NVIDIA Corporation (the “Company”)hereby certifies that, to the best of
knowledge:

1. The Company’s Annual Report on FormKl.@er the quarter ended January 30, 2005, to wihéh Certification i
attached as Exhibit 32.2 (the “Periodic Repofi)ly complies with the requirements of Sectiond)3¢f the Securities Exchar
Act of 1934, as amended; and

2. The information contained in the Periodic Repoitifgpresents, in all material respects, the firahcondition of th:
Company at the end of the period covered by th&erReport and results of operations of the Camyfar the period cover:
by the Periodic Report.

Dated: March 22, 2005

/s/ MARVIN D. BURKETT
Marvin D. Burkett
Chief Financial Officer

A signed original of this written statement reqdidgy Section 906 has been provided to NVIDIA Cogtion and will be retained |
NVIDIA Corporation and furnished to the Securiteesd Exchange Commission or its staff upon req

This certification accompanies the FormK@e which it relates, is not deemed filed with tBecurities and Exchange Commission a
not to be incorporated by reference into any filofghe Company under the Securities Act of 1933amended, or the Securities Exchs



Act of 1934, as amended (whether made before er #ie date of the Form X)), irrespective of any general incorporation laage
contained in such filing.
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