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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(UNAUDITED)
(In thousands, except per share data)

Three Months Ended

April 29, April 30,
2007 2006

Revenue 844,280 $ 681,807
Cost of revenue 464,142 393,134
Gross profit 380,138 288,673
Operating expenses:
Research and development 158,321 123,202
Sales, general and administrative 80,571 63,962
Total operating expenses 238,892 187,164
Income from operations 141,246 101,509
Interest income 13,208 8,808
Other expense, net (665) (245)
Income before income tax expense 153,789 110,072
Income tax expense 21,530 18,712
Income before change in accounting principle 132,259 91,360
Cumulative effect of change in accounting principle, net of tax - 704
Net income 132,259 $ 92,064
Basic income per share:

Income before change in accounting principle 037 $ 0.26

Cumulative effect of change in accounting principle = =
Basic net income per share 0.37 $ 0.26
Shares used in basic per share computation 360,831 347,937
Diluted income per share:

Income before change in accounting principle 033 $ 0.23

Cumulative effect of change in accounting principle - 0.01
Diluted net income per share 0.33 $ 0.24
Shares used in diluted per share computation 398,866 389,428

See accompanying Notes to Condensed Consolidated Financial Statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
(UNAUDITED)
(In thousands, except share data)

April 29, January 28,
2007 2007
ASSETS
Current assets:
Cash and cash equivalents $ 678,951 $ 544,414
Marketable securities 628,073 573,436
Accounts receivable, net 471,519 518,680
Inventories 332,635 354,680
Prepaid expenses and other current assets 43,055 40,560
Total current assets 2,154,233 2,031,770
Property and equipment, net 271,190 260,828
Goodwill 291,077 301,425
Intangible assets, net 50,914 45,511
Deposits and other assets 33,454 35,729

$ 2,800,868 $ 2,675,263

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payable $ 334,046 $ 272,075
Accrued liabilities 289,821 366,732
Total current liabilities 623,867 638,807

Other long-term liabilities 81,107 29,537

Commitments and contingencies — see Note 13
Stockholders' equity:
Preferred stock == ==

Common stock 393 388
Additional paid—in capital 1,377,513 1,295,650
Treasury stock, at cost (612,120) (487,120)
Accumulated other comprehensive income, net 1,284 1,436
Retained earnings 1,328,824 1,196,565
Total stockholders' equity 2,095,894 2,006,919

$ 2,800,868 $ 2,675,263

See accompanying Notes to Condensed Consolidated Financial Statements.

4

Source: NVIDIA CORP, 10-Q, May 24, 2007



CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
(In thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Stock-based compensation expense
Depreciation and amortization
Gross tax benefit from stock—based compensation
Other
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other current assets
Deposits and other assets
Accounts payable
Accrued liabilities and other long—term liabilities
Net cash provided by operating activities
Cash flows from investing activities:
Purchases of marketable securities
Proceeds from sales and maturities of marketable securities
Purchases of property and equipment and intangible assets
Acquisition of businesses, net of cash and cash equivalents
Net cash used in investing activities
Cash flows from financing activities:
Payments for stock repurchases
Proceeds from issuance of common stock under employee stock plans
Gross tax benefit from stock—based compensation
Net cash provided by (used in) financing activities
Change in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosures of cash flow information:
Cash paid for income taxes, net

Other non—cash activities:
Unrealized gains/(losses) from marketable securities

Deferred stock-based compensation

See accompanying Notes to Condensed Consolidated Financial Statements

5

Three Months Ended

April 29, April 30,
2007 2006

$ 132,259 $ 92,064
37,405 24,111

31,334 24,031

= (7,330)

60 153

47,847 (64,135)

22,840 (87,958)

(2,642) (3,332)

2,275 (3,406)

61,344 107,729
(26,233) (32,391)
306,489 49,536
(268,211) (92,344)
214,775 22,523
(37,627) (67,026)

= (20,667)
(91,063) (157,514)
(125,000) (50,000)
44,111 86,655

- 7,330

(80,889) 43,985
134,537 (63,993)
544,414 551,756

$ 678,951 $ 487,763
$ 1916 $ 24,645
$ (213) $ 824
$ - $ 3,604

Source: NVIDIA CORP, 10-Q, May 24, 2007



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1 — Summary of Significant Accounting Policies
Basis of Presentation

The accompanying unaudited condensed consolidated financial statements were prepared in accordance with accour
principles generally accepted in the United States of America for interim financial information and with the instructions to Form 10-
and Article 10 of Securities and Exchange Commission, or SEC, Regulation S—X. In the opinion of management, all adjustmel
consisting only of normal recurring adjustments except as otherwise noted, considered necessary for a fair statement of resul
operations and financial position have been included. The results for the interim periods presented are not necessarily indicative o
results expected for any future period. The following information should be read in conjunction with the audited financial statemer
and notes thereto included in our Annual Report on Form 10-K for the year ended January 28, 2007.

Fiscal year

We operate on a 52 or 53-week year, ending on the Sunday nearest January 31. The first quarters of fiscal year 2008 and 1
year 2007 were both 13-week quarters.

Reclassifications
Certain prior fiscal year balances have been reclassified to conform to the current fiscal year presentation.
Principles of Consolidation

Our condensed consolidated financial statements include the accounts of NVIDIA Corporation and its wholly owne
subsidiaries. All material intercompany balances and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requi
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of cont
assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the rep
period. Actual results could differ from those estimates. On an on—going basis, we evaluate our estimates, including those relate
revenue recognition, accounts receivable, inventories, income taxes, goodwill, stock—based compensation and contingencies. T
estimates are based on historical facts and various other assumptions that we believe are reasonable.

Recently Issued Accounting Pronouncements

In September 2006, the Financial Accounting Standards Board, or FASB, issued Statement of Financial Accounting Stande
No. 157, or SFAS No. 157, Fair Value Measurements. SFAS No. 157 establishes a framework for measuring fair value and expe
disclosures about fair value measurements. The changes to current practice resulting from the application of SFAS No. 157 rela
the definition of fair value, the methods used to measure fair value, and the expanded disclosures about fair value measurement:
are required to adopt the provisions of SFAS No. 157 beginning with our fiscal quarter ending April 27, 2008. We do not believe t
adoption of SFAS No. 157 will have a material impact on our consolidated financial position, results of operations or cash flows.

In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159, or SFAS No. 159, The Fair Val
Option for Financial Assets and Financial Liabilities. SFAS No. 159 permits companies to choose to measure certain financi
instruments and certain other items at fair value. The standard requires that unrealized gains and losses on items for which the
value option has been elected be reported in earnings. We are required to adopt the provisions of SFAS No. 159 beginning witt
fiscal quarter ending April 27, 2008, although earlier adoption is permitted. We are currently evaluating the impact that SFAS No. 1
will have on our consolidated financial position, results of operations or cash flows.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Adoption of FASB Interpretation No. 48

On January 29, 2007, we adopted FASB Interpretation No. 48, or FIN 48, Accounting for Uncertainty in Income Taxes, issuec
July 2006. FIN 48 applies to all tax positions related to income taxes subject to FASB Statement of Financial Accounting Standa
No. 109, or SFAS No. 109, Accounting for Income Taxes. Under FIN 48 we recognize the benefit from a tax position only if it
more-likely—than-not that the position would be sustained upon audit based solely on the technical merits of the tax position. T
cumulative effect of adoption of FIN 48 did not result in a material adjustment to our tax liability for unrecognized income ta
benefits. Our policy to include interest and penalties related to unrecognized tax benefits as a component of income tax expens
not change as a result of implementing the FIN 48. Please refer to Note 3 of these Notes to Condensed Consolidated Final
Statements for additional information.

Note 2 — Stock-Based Compensation

At the beginning of fiscal 2007, we adopted the provisions of Statement of Financial Accounting Standards No. 123(R), or SF,
No. 123(R), Share-Based Payment. SFAS No. 123(R) which establishes accounting for stock—based awards exchanged for empl
services. Accordingly, we measure stock—based compensation at grant date, based on the fair value of the awards, and we recc
that compensation as expense using the straight-line attribution method over the requisite employee service period, which is typic
the vesting period of each award. We elected to adopt the modified prospective application method provided by SFAS No. 123
Our estimates of the fair values of employee stock options are calculated using a binomial model.

For option grants prior to our adoption of SFAS No. 123(R), we record stock—based compensation expense equal to the ami
that would have been recognized if the fair value method provided in accordance with Statement of Financial Accounting Standz
No. 123, or SFAS No. 123, Accounting for Stock-Based Compensation, as amended by SFAS No. 148, Accounting for Stock—Be
Compensation — Transition and Disclosures, had been used.

Cumulative Effect of Change in Accounting Principle

Our adoption of SFAS No. 123(R) resulted in a cumulative benefit from accounting change of $0.7 million for the three montl
ended April 30, 2006, which reflects the net cumulative impact of estimating forfeitures in the determination of period expense
reversing the previously recognized cumulative compensation expense related to those forfeitures, rather than recording forfeit
when they occur as previously permitted.

The income statement includes stock—based compensation expense net of amounts capitalized as inventory, as follows:

Three Months Ended

April 29, April 30,
2007 2006
(In thousands)
Cost of revenue $ 2,809 $ 1,227
Research and development 22,400 14,426
Sales, general and administrative 12,196 6,572
Total $ 37,405 $ 22,225

During the three months ended April 29, 2007 and April 30, 2006, we granted approximately 4.8 million and 5.9 million stoc
options, respectively, with an estimated total grant—date fair value of $56.1 million and $63.9 million, respectively, and a per opti
weighted average grant—date fair value of $11.62 and $10.86, respectively. Of the estimated total grant-date fair value, we estim
that the stock—based compensation expense related to the awards that are not expected to vest was $10.5 million and $12.3 m
respectively.

As of April 29, 2007 and April 30, 2006, the aggregate amount of unearned stock—-based compensation expense related to
stock options was $185.3 million and $190.3 million, respectively, adjusted for estimated forfeitures, which we will recognize over
estimated weighted average amortization period of 2.1 years and 2.3 years, respectively.

As of April 29, 2007 and April 30, 2006, we had unearned stock—based compensation related to stock options of $208.4 milli
and $212.8 million, before the impact of estimated forfeitures.
7
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Valuation Assumptions

In fiscal 2006, we transitioned from a Black—Scholes model to a binomial model for calculating the estimated fair value of ne
stock—-based compensation awards granted under our stock option plans. We reevaluated the assumptions we used to estimze
value of employee stock options and shares issued under our employee stock purchase plan, beginning with stock options grante
shares issued under our employee stock purchase plan. At that time, our management also determined that the use of im
volatility is expected to be more reflective of market conditions and, therefore, could reasonably be expected to be a better indicatc
our expected volatility than historical volatility. We also segregated options into groups for employees with relatively homogeneo
exercise behavior in order to calculate the best estimate of fair value using the binomial valuation model. As such, the expected
assumption used in calculating the estimated fair value of our stock-based compensation awards using the binomial model is bas
detailed historical data about employees' exercise behavior, vesting schedules, and death and disability probabilities. Our manage
believes the resulting binomial calculation provides a more refined estimate of the fair value of our employee stock options. For |
employee stock purchase plan we continued to use the Black—-Scholes model.

SFAS No. 123(R) also requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent perio
actual forfeitures differ from those estimates. Forfeitures were estimated based on historical experience. If factors change anc
employ different assumptions in the application of SFAS No. 123(R) in future periods, the compensation expense that we record ul
SFAS No. 123(R) may differ significantly from what we have recorded in the current period.

The fair value of stock options granted under our stock option plans, and shares issued under our employee stock purchase
have been estimated at the date of grant using a straight-line attribution method with the following assumptions:

Stock Options:
Three Months Ended
April 29, 2007 April 30, 2006
(Using a (Using a
binomial binomial
model) model)

Weighted average expected life of stock options (in years) 3.9-58 3.6-51
Risk free interest rate 4.6% 4.7%
Volatility 39% — 45% 39% - 41%
Dividend yield - -

Employee Stock Purchase Plan:

Three Months Ended

April 29, 2007 April 30, 2006
(Using the (Using the
Black-Scholes Black—Scholes
Model) model)
Weighted average expected life of stock options (in years) 05-2.0 05-20
Risk free interest rate 3.52% - 5.15% 1.6% - 4.6%
Volatility 38% - 47% 30% — 45%

Dividend yield —_— —

Source: NVIDIA CORP, 10-Q, May 24, 2007



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

The following summarizes the transactions under our stock option plans:

Weighted Average

Options Available for Exercise Price Per
Grant Options Outstanding Share
Balances, January 28, 2007 21,780,284 73,994,662 $ 13.29
Granted (4,833,408) 4,833,408 28.79
Exercised = (3,900,292) 7.75
Cancelled 739,335 (739,335) 26.59
Balances, April 29, 2007 17,686,211 74,188,443 $ 14.47

The aggregate intrinsic value of stock options exercised was $91.5 million and $161.8 million for the three months ended April 2
2007 and April 30, 2006, respectively.

Note 3 — Income Taxes

On January 29, 2007, we adopted FIN 48. The cumulative effect of adoption of FIN 48 did not result in a material adjustment
our tax liability for unrecognized income tax benefits. At the adoption date of January 29, 2007, we had $63.8 million of unrecogniz
tax benefits, $61.1 million of which would affect our effective tax rate if recognized. The recognition of the remaining unrecognize
tax benefits would be reported as an adjustment to goodwill to the extent of pre—acquisition unrecognized tax benefits. There h
been no significant changes to these amounts during the three months ended April, 29, 2007. We have historically classified cel
unrecognized tax benefits as income taxes payable, which is included within the current liabilities section of our Condens
Consolidated Balance Sheet. As a result of our adoption of FIN 48, we reclassified unrecognized tax benefits of $33.1 million
income taxes payable and deferred tax liability, which is included within the long-term liabilities section of our Condense
Consolidated Balance Sheet.

Our policy to include interest and penalties related to unrecognized tax benefits as a component of income tax expense dic
change as a result of implementing FIN 48. At the adoption date of January 29, 2007, we had accrued $6.2 million for the paymer
interest related to unrecognized tax benefits, which is included as a component of the $63.8 million of unrecognized tax benefit:
noted above.

While we believe that we have adequately provided for all tax positions, amounts asserted by tax authorities could be greate
less than our accrued position. Accordingly, our provisions on federal, state and foreign tax—related matters to be recorded in
future may change as revised estimates are made or the underlying matters are settled or otherwise resolved. As of April 29, 200
do not believe that our estimates, as otherwise provided for, on such tax positions will significantly increase or decrease within
next twelve months.

We are subject to taxation by a number of taxing authorities both in the United States and throughout the world. The material
jurisdictions that are subject to examination for our tax years beginning in fiscal year 2002 through fiscal year 2007 include the Uni
States, Hong Kong, Taiwan, and China, depending upon the statute of limitations applicable to such particular jurisdiction. As of Af
29, 2007, we are under examination for U.S. federal tax purposes for fiscal years 2004, 2005 and 2006 and by tax authoritie
Canada and Taiwan for fiscal year 2003.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Note 4 — Net Income Per Share

Basic net income per share is computed using the weighted average number of common shares outstanding during the pe
Diluted net income per share is computed using the weighted average number of common and dilutive common equivalent sh
outstanding during the period, using the treasury stock method. Under the treasury stock method, the effect of stock opti
outstanding is not included in the computation of diluted net income per share for periods when their effect is anti—dilutive. Tl
following is a reconciliation of the numerators and denominators of the basic and diluted net income per share computations for
periods presented:

Three Months Ended

April 29, April 30,
2007 2006
(In thousands, except per share data)
Numerator:
Net income $ 132,259 $ 92,064

Denominator:
Denominator for basic net income per share, weighted average

shares 360,831 347,937
Effect of dilutive securities:
Weighted average effect of equity incentive plans 38,035 41,491
Denominator for diluted net income per share, weighted average
shares 398,866 389,428
Net income per share:
Basic net income per share $ 0.37 $ 0.26
Diluted net income per share $ 0.33 $ 0.24

Diluted net income per share does not include the effect of anti—-dilutive common equivalent shares from stock optio
outstanding of 12.8 million and 6.4 million as of April 29, 2007 and April 30, 2006, respectively.

Note 5 — 3dfx

During fiscal year 2002, we completed the purchase of certain assets from 3dfx Interactive, Inc., or 3dfx, for an aggreg:
purchase price of approximately $74.2 million. On December 15, 2000, NVIDIA Corporation and one of our indirect subsidiarie
entered into an Asset Purchase Agreement, or the APA, which closed on April 18, 2001, to purchase certain graphics chip assets
3dfx. Under the terms of the APA, the cash consideration due at the closing was $70.0 million, less $15.0 million that was loane
3dfx pursuant to a Credit Agreement dated December 15, 2000. The APA also provided, subject to the other provisions thereof, th
3dfx properly certified that all its debts and other liabilities had been provided for, then we would have been obligated to pay 3dfx c
million shares, which due to subsequent stock splits now totals four million shares, of NVIDIA common stock. If 3dfx could not mak
such a certification, but instead properly certified that its debts and liabilities could be satisfied for less than $25.0 million, then 3c
could have elected to receive a cash payment equal to the amount of such debts and liabilities and a reduced number of shares
common stock, with such reduction calculated by dividing the cash payment by $25.00 per share. If 3dfx could not certify that all
its debts and liabilities had been provided for, or could not be satisfied, for less than $25.0 million, we would not be obligated un
the APA to pay any additional consideration for the assets.

10

Source: NVIDIA CORP, 10-Q, May 24, 2007



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

In October 2002, 3dfx filed for Chapter 11 bankruptcy protection in the United States Bankruptcy Court for the Northern Distri
of California. In March 2003, we were served with a complaint filed by the Trustee appointed by the Bankruptcy Court which sougl
among other things, payments from us as additional purchase price related to our purchase of certain assets of 3dfx. In €
November 2005, after many months of mediation, NVIDIA and the Official Committee of Unsecured Creditors, or the Creditor:
Committee, reached a conditional settlement of the Trustee's claims against NVIDIA. This conditional settlement, presented as
centerpiece of a proposed Plan of Liquidation in the bankruptcy case, was subject to a confirmation process through a vote of cred
and the review and approval of the Bankruptcy Court after notice and hearing. The Trustee advised that he intended to object tc
settlement, which would have called for a payment by NVIDIA of approximately $30.6 million to the 3dfx estate. Under the
settlement, $5.6 million related to various administrative expenses and Trustee fees, and $25.0 million related to the satisfactio
debts and liabilities owed to the general unsecured creditors of 3dfx. Accordingly, during the three month period ended October
2005, we recorded $5.6 million as a charge to settlement costs and $25.0 million as additional purchase price for 3dfx.

However, the conditional settlement never progressed substantially through the confirmation process. On December 21, 2005
Bankruptcy Court determined that it would schedule trial of one portion of the Trustee's case against NVIDIA. On January 2, 20(
NVIDIA exercised its right to terminate the settlement agreement on grounds that the Bankruptcy Court had failed to proceed tow
confirmation of the Creditors' Committee's plan. Trial began on March 21, 2007 on valuation issues in the Trustee's construct
fraudulent transfer claims against NVIDIA. Specifically, the Bankruptcy Court tried four questions: (1) what did 3dfx transfer tc
NVIDIA in the APA?; (2) of what was transferred, what qualifies as "property" subject to the Bankruptcy Court's avoidance powe
under the Uniform Fraudulent Transfer Act and relevant bankruptcy code provisions?; (3) what is the fair market value of tl
"property"” identified in answer to question (2)?; and (4) was the $70 million that NVIDIA paid "reasonably equivalent" to the fai
market value of that property? At the conclusion of the evidence, the Bankruptcy Court asked the parties to submit post-trial briefi
That briefing is scheduled to be concluded on May 25, 2007, and we expect a decision to be forthcoming from the Bankruptcy C
at some point thereafter.

The 3dfx asset purchase price of $95.0 million and $4.2 million of direct transaction costs were allocated based on fair vall
presented below. The final allocation of the purchase price of the 3dfx assets is contingent upon the outcome of all of the 3
litigation. Please refer to Note 13 of these Notes to Condensed Consolidated Financial Statements for further information regarc
this litigation.

Straight-Line Amortization

Fair Market Value Period
(In thousands) (Years)
Property and equipment $ 2,433 1-2
Trademarks 11,310 5
Goodwill 85,418 ==
Total $ 99,161

Note 6 — Business Combinations

On February 20, 2006, we completed our acquisition of ULi Electronics, Inc., or ULi, a core logic developer for the person
computer, or PC, industry. The acquisition represents our ongoing investment in our platform solution strategy and has strengthe
our sales, marketing, and customer engineering presence in Taiwan and China. The aggregate purchase price consisted of
consideration of approximately $53.1 million.

On March 29, 2006, we completed our acquisition of Hybrid Graphics Ltd., or Hybrid Graphics, a developer of embedded 2
and 3D graphics software for handheld devices. The aggregate purchase price consisted of cash consideration of approximately
million.

On January 5, 2007, we completed our acquisition of PortalPlayer Inc., or PortalPlayer, a leading supplier of semiconductc
firmware, and software for personal media players, or PMPs, and secondary display—enabled computers. We believe that
acquisition will accelerate our ongoing investment in our handheld product strategy. Pursuant to the terms of the acquisition, we |
cash consideration of approximately $344.9 million in exchange for common stock in PortalPlayer and recognized an additio
purchase price of $2.9 million, the value of approximately 658,000 options of NVIDIA common stock issued upon conversion
outstanding PortalPlayer stock options. The allocation of the purchase price for the PortalPlayer acquisition has been prepared
preliminary basis and reasonable changes are expected as additional information becomes available.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

We allocated the purchase price of each of these acquisitions to tangible assets, liabilities and identifiable intangible as:
acquired, as well as in—process research and development, or IPR&D, if identified, based on their estimated fair values. The exce
purchase price over the aggregate fair values was recorded as goodwill. The fair value assigned to identifiable intangible as
acquired was based on estimates and assumptions determined by management. Purchased intangibles are amortized on a straig
basis over their respective useful lives.

As of April 29, 2007, the estimated fair values of the purchase price allocated to assets we acquired and liabilities we assume
the respective acquisition dates were as follows:

UL Hybrid Graphics PortalPlayer
(In thousands)

Fair Market Values

Cash and cash equivalents $ 21,551 $ 1,180 $ 10,174
Marketable Securities - - 176,492
Accounts receivable 8,148 808 16,850
Inventories 4,896 - 2,326
Other assets 935 73 12,798
Property and equipment 1,010 134 19,991
In—process research and development = 602 13,400
Goodwill 31,051 27,906 104,468
Intangible assets:
Existing technology 2,490 5,179 6,700
Backlog = = 2,200
Patents - - 600
Customer relationships 653 2,650 2,700
Trademark - 482 -
Non-compete agreements = 72 =
Total assets acquired 70,734 39,086 368,699
Current liabilities (16,878) (2,373) (12,766)
Acquisition related costs (781) (740) (8,043)
Long-term liabilities = (301) (46)
Total liabilities assumed (17,659) (2,414) (20,855)
Net assets acquired $ 53,075 $ 36,672 $ 347,844
ULI Hybrid Graphics PortalPlayer
Straight-line depreciation / amortization period
Property and equipment 4 - 49 months 1 - 36 months 3 - 60 months
Intangible assets:
Existing technology 3 years 3 years 3 years
Customer relationships 3 years 3 years 1-3 years
Backlog = = 2 months
Patents - - 3 years
Trademark = 3 years =
Non-compete agreements - 3 years -

The amount of the IPR&D represents the value assigned to research and development projects of Hybrid Graphics :
PortalPlayer that had commenced but had not yet reached technological feasibility and had no alternative future use. In accord
with Statement of Financial Accounting Standards No. 2, or SFAS No. 2, Accounting for Research and Development Costs
clarified by FASB issued Interpretation No. 4, or FIN 4, Applicability of FASB Statement No. 2 to Business Combinations Account
for by the Purchase Method an interpretation of FASB Statement No. 2, amounts assigned to IPR&D meeting the above-stated cri
were charged to research and development expenses as part of the allocation of the purchase price.
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The pro forma results of operations for these acquisitions have not been presented because the effects of the acquisiti
individually or in the aggregate, were not material to our results.

Note 7 — Goodwill

The carrying amount of goodwill is as follows:

April 29, January 28,
2007 2007
(In thousands)
3dfx $ 75,326 $ 75,326
MediaQ 35,342 35,342
ULi 31,051 31,051
Hybrid Graphics 27,906 27,906
PortalPlayer 104,468 114,816
Other 16,984 16,984
Total goodwill $ 291,077 $ 301,425

During the first quarter of fiscal year 2008, goodwill related to PortalPlayer decreased by $10.3 million primarily to reflect a
increase in the fair value of land acquired based on a third party appraisal obtained by us as a result of our acquisition of PortalPI:
Please refer to Note 6 of these Notes to Condensed Consolidated Financial Statements for further information regarding
PortalPlayer acquisition.

Note 8 — Amortizable Intangible Assets

We are currently amortizing our intangible assets with definitive lives over periods ranging from one to five years on a
straight-line basis. The components of our amortizable intangible assets are as follows:

April 29, 2007 January 28, 2007
Gross
Carrying  Accumulated  Net Carrying GrossCarryingccumulated Net Carrying
Amount  Amortization Amount Amount Amortization Amount
(In thousands)
Technology licenses $ 49,368 $ (23,437)% 25931$% 37,516 $ (20,480)% 17,036
Patents 34,539 (25,489) 9,050 34,623 (24,569) 10,054
Acquired intellectual
property 50,812 (34,899) 15,913 50,212 (31,894) 18,318
Trademarks 11,310 (11,310) - 11,310 (11,310) -
Other 1,494 (1,474) 20 1,494 (1,391) 103
Total intangible assets$ 147,523 $ (96,609)$ 50,914 $ 135,155% (89,644)% 45,511

The increase in the gross carrying amount of technology licenses as of April 29, 2007 when compared to January 28, 200
primarily related to approximately $10.6 million committed by us during the first quarter of fiscal 2008 related to payments under
confidential patent licensing arrangement that we entered into during fiscal year 2007. Our aggregate commitment for licer
payments under this arrangement could range from $97.0 million to $110.0 million over a ten year period; however, the net out
may be reduced by the occurrence of certain events covered by the arrangement.

Amortization expense associated with intangible assets was $7.0 million and $4.0 million for the three months ended April -
2007 and April 30, 2006, respectively. Future amortization expense related to the net carrying amount of intangible assets at April
2007 is estimated to be $13.3 million for the remainder of fiscal 2008, $13.2 million in fiscal 2009, $7.8 million in fiscal 2010, $3.
million in fiscal 2011, $2.9 million in fiscal 2012 and a total of $9.9 million in fiscal 2013 and fiscal years subsequent of fiscal 2013.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Note 9 — Marketable Securities

We account for our investment instruments in accordance with Statement of Financial Accounting Standards No. 115, or SF
No. 115, Accounting for Certain Investments in Debt and Equity Securities. All of our cash equivalents and marketable securities
treated as “available—-for-sale” under SFAS No. 115. Cash equivalents consist of financial instruments which are readily converti
into cash and have original maturities of three months or less at the time of acquisition. Marketable securities consist primarily
highly liquid investments with a maturity of greater than three months when purchased and some equity investments. We classify
marketable securities at the date of acquisition in the available—for—sale category as our intention is to convert them into cash
operations. These securities are reported at fair value with the related unrealized gains and losses included in accumulated
comprehensive income (loss), a component of stockholders' equity, net of tax. Realized gains and losses on the sale of marke
securities are determined using the specific-identification method. Net realized and unrealized losses for the three months ended
29, 2007 and April 30, 2006 were not material.

Note 10 — Balance Sheet Components

Certain balance sheet components are as follows:

April 29, January 28,
2007 2007
(In thousands)

Inventories:
Raw materials $ 44,343 $ 56,261
Work in—process 121,930 111,058
Finished goods 166,362 187,361

Total inventories $ 332,635 $ 354,680

At April 29, 2007, we had outstanding inventory purchase obligations totaling approximately $344 million.

April 29, January 28,
2007 2007
(In thousands)

Accrued Liabilities:

Accrued customer programs $ 153,521 % 181,182
Deferred revenue 4,386 1,180
Income and other taxes payable 5,607 37,903
Accrued payroll and related expenses 64,520 81,352
Deferred rent 12,024 12,551
Accrued legal settlement 30,600 30,600
Other 19,163 21,964

Total accrued liabilities $ 289,821 % 366,732

April 29, January 28,
2007 2007

(In thousands)
Other Long—term Liabilities:

Asset retirement obligation $ 6,411 $ 6,362
Accrued payroll taxes related to stock options 8,995 8,995
Income taxes payable and deferred tax liability 51,929 =
Other long-term liabilities 13,772 14,180

Total other long—term liabilities $ 81,107 $ 29,537

Please refer to Note 3 of these Notes to Condensed Consolidated Financial Statements for discussion regarding the
reclassification of income taxes payable from accrued liabilities to other long—term liabilities as a result of the adoption of FIN 48.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Note 11 - Comprehensive Income

Comprehensive income consists of net income and other comprehensive income or loss. Other comprehensive income or los:
components include unrealized gains or losses on available—for—sale securities, net of tax. The components of comprehensive inc
net of tax, were as follows:

Three Months Ended
April 29, 2007 April 30, 2006
(In thousands)

Net income $ 132,259 $ 92,064
Net change in unrealized (gains) / losses on available—for—sale securities, net of tax (79) (486)
Reclassification adjustments for net realized gains on available—for—sale securities

included in net income, net of tax (73) (8)
Total comprehensive income $ 132,107 $ 91,570

Note 12 — Guarantees

FASB Interpretation No. 45, or FIN 45, Guarantor's Accounting and Disclosure Requirements for Guarantees, Including Indire
Guarantees of Indebtedness of Others, requires that upon issuance of a guarantee, the guarantor must recognize a liability for th
value of the obligation it assumes under that guarantee. In addition, FIN 45 requires disclosures about the guarantees that an enti
issued, including a tabular reconciliation of the changes of the entity's product warranty liabilities.

The following table summarizes the changes in the estimated product warranty liabilities for the three months ended April 29, 2(
and April 30, 2006:

Balance at Balance
Beginning at End of
Description of Period Additions (1) Deductions(2) Period(3)
(In thousands)
Three months ended April 29, 2007 $ 17958 $ 4980 $ (3,875) $ 19,063
Three months ended April 30, 2006 $ 10,239 $ 11,775 $ (10,448) $ 11,566

(1) Includes $4,746 and $11,775 for the three months ended April 29, 2007 and April 30, 2006, respectively, towards allowances fo
sales returns estimated at the time revenue is recognized primarily based on historical return rates and is charged as a reductio
revenue.

(2) Includes $3,875 and $10,448 for the three months ended April 29, 2007 and April 30, 2006, respectively, written off against the
allowance for sales returns.

(3) Includes $15,348 and $11,566 at April 29, 2007 and April 30, 2006, respectively, relating to allowance for sales returns.

In connection with certain agreements that we have executed in the past, we have at times provided indemnities to cover
indemnified party for matters such as tax, product and employee liabilities. We have also on occasion included intellectual prope
indemnification provisions in our technology related agreements with third parties. Maximum potential future payments cannot
estimated because many of these agreements do not have a maximum stated liability. As such, we have not recorded any liabil
our Condensed Consolidated Financial Statements for such indemnifications.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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Note 13 — Commitments and Contingencies
Litigation
3dfx

On December 15, 2000, NVIDIA Corporation and one of our indirect subsidiaries entered into the APA to purchase certe
graphics chip assets from 3dfx which closed on April 18, 2001.

In May 2002, we were served with a California state court complaint filed by the landlord of 3dfx's San Jose, Californi
commercial real estate lease, CarrAmerica. In December 2002, we were served with a California state court complaint filed by
landlord of 3dfx's Austin, Texas commercial real estate lease, Carlyle Fortran Trust. The landlords' complaints both asserted cle
for, among other things, interference with contract, successor liability and fraudulent transfer and sought to recover, among of
things, amounts owed on their leases with 3dfx in the aggregate amount of approximately $15 million. In October 2002, 3dfx filed -
chapter 11 bankruptcy protection in the United States Bankruptcy Court for the Northern District of California. The landlords' actio
were subsequently removed to the United States Bankruptcy Court for the Northern District of California and consolidated,
purposes of discovery, with a complaint filed by the Trustee in the 3dfx bankruptcy case. Upon motion by NVIDIA in 2005, th
District Court withdrew the reference to the Bankruptcy Court and the landlord actions were removed to the United States Distt
Court for the Northern District of California. On November 10, 2005, the District Court granted our motion to dismiss the landlord
respective amended complaints and allowed the landlords to have until February 4, 2006 to amend their complaints. The landl
re—filed claims against NVIDIA in early February 2006, and NVIDIA again filed motions requesting the District Court to dismiss all
such claims. The District Court took both motions under submission. On September 29, 2006, the District Court dismissed
CarrAmerica action in its entirety and without leave to amend. The District Court found, among other things, that CarrAmerica lack
standing to bring the lawsuit and that such standing belongs exclusively to the Bankruptcy Trustee. On October 27, 20
CarrAmerica filed a notice of appeal from that order. On December 15, 2006, the District Court also dismissed the Carlyle comple
in its entirety, finding that Carlyle lacked standing to pursue some of its claims, and that certain other claims were substantiv
unmeritorious. NVIDIA has filed motions to recover its litigation costs and attorneys fees against both Carlyle and CarrAmeric
Those motions are currently scheduled for hearing in early August 2007.

In March 2003, we were served with a complaint filed by the Trustee appointed by the Bankruptcy Court to represent t
interests of the 3dfx bankruptcy estate. The Trustee's complaint asserts claims for, among other things, successor liability
fraudulent transfer and seeks additional payments from us. On October 13, 2005, the Bankruptcy Court held a hearing on the Trus
motion for summary adjudication. On December 23, 2005, the Bankruptcy Court issued its ruling denying the Trustee's Motion |
Summary Adjudication in all material respects and holding that NVIDIA is prevented from disputing that the value of the 3df
transaction to NVIDIA was less than $108.0 million. The Bankruptcy Court expressly denied the Trustee's request to find that |
value of the 3dfx assets conveyed to NVIDIA were at least $108.0 million. In early November 2005, after many months of mediatic
NVIDIA and the Official Committee of Unsecured Creditors, or the Creditors' Committee, reached a conditional settlement of tt
Trustee's claims against NVIDIA. This conditional settlement, presented as the centerpiece of a proposed Plan of Liquidation in
bankruptcy case, was subject to a confirmation process through a vote of creditors and the review and approval of the Bankru
Court after notice and hearing. The Trustee advised that he intended to object to the settlement, which would have called f
payment by NVIDIA of approximately $30.6 million to the 3dfx estate. Under the settlement, $5.6 million related to variou:s
administrative expenses and Trustee fees, and $25.0 million related to the satisfaction of debts and liabilities owed to the gen
unsecured creditors of 3dfx. Accordingly, during the three month period ended October 30, 2005, we recorded $5.6 million a
charge to settlement costs and $25.0 million as additional purchase price for 3dfx.

However, the conditional settlement never progressed substantially through the confirmation process. On December 21, 2005
Bankruptcy Court determined that it would schedule trial of one portion of the Trustee's case against NVIDIA. On January 2, 20(
NVIDIA exercised its right to terminate the settlement agreement on grounds that the Bankruptcy Court had failed to proceed tow
confirmation of the Creditors' Committee's plan. Trial began on March 21, 2007 on valuation issues in the Trustee's construct
fraudulent transfer claims against NVIDIA. Specifically, the Bankruptcy Court tried four questions: (1) what did 3dfx transfer tc
NVIDIA in the APA?; (2) of what was transferred, what qualifies as "property" subject to the Bankruptcy Court's avoidance powe
under the Uniform Fraudulent Transfer Act and relevant bankruptcy code provisions?; (3) what is the fair market value of tl
"property"” identified in answer to question (2)?; and (4) was the $70 million that NVIDIA paid "reasonably equivalent" to the fai
market value of that property? At the conclusion of the evidence, the Bankruptcy Court asked the parties to submit post-trial briefi
That briefing is scheduled to be concluded on May 25, 2007, and we expect a decision to be forthcoming from the Bankruptcy Ce
at some point thereafter.
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In addition, while the conditional settlement agreement was awaiting the confirmation process, the Bankruptcy Court, ov
objection of the Creditors' Committee and NVIDIA, ordered the discovery portion of the Trustee's litigation to proceed. The expe
discovery was completed, but the Bankruptcy Court also ruled on a Trustee discovery motion allowing additional discovery
NVIDIA. Because that order would have required NVIDIA to disclose privileged attorney—client communications, NVIDIA asked the
District Court to review that order and to stay its execution while the District Court's review is pending. The District Court did isstL
the requested stay order on August 3, 2006. Oral argument on that matter was held on November 15, 2006, and the District C
reversed the Bankruptcy Court's order by order of its own dated December 15, 2006. The District Court permitted certain limit
additional discovery, but concluded that on the record before it, there was no basis to set aside the attorney—client privilege.

Following the Trustee's filing of a Form 8—K on behalf of 3dfx, in which the Trustee disclosed the terms of the propose
settlement agreement between NVIDIA and the Creditor's Committee, certain shareholders of 3dfx filed a petition with tt
Bankruptcy Court to appoint an official committee to represent the claimed interests of 3dfx shareholders. That petition was gran
and an Equity Holders Committee was appointed. Since that appointment, the Equity Holders Committee has filed a competing |
of reorganization/liquidation. The Equity Holders plan assumes that 3dfx can raise additional equity capital that would be usec
retire all of 3dfx's debts. Upon the payment of that debt, the Equity Holders Committee contends that NVIDIA would be obliged
pay the stock consideration provided for in the APA. By virtue of stock splits since the execution of the APA, the stock considerati
would now total four million shares of our common stock. The Equity Holders' Committee filed a motion with the Bankruptcy Coul
for an order giving it standing to bring that lawsuit to enforce the APA. Over our objection, the Bankruptcy Court granted that motic
on May 1, 2006 and the Equity Holders' Committee filed its Complaint for Declaratory Relief against NVIDIA that same day
NVIDIA moved to dismiss the Complaint for Declaratory Relief, and the Bankruptcy Court granted that motion with leave to amen
The Equity Committee thereafter amended its complaint, and NVIDIA moved to dismiss that amended complaint as well. At t
hearing on December 21, 2006, the Bankruptcy Court granted the motion as to one of the Equity Holders' Committee's claims,
denied it as to the others. However, the Bankruptcy Court also ruled that NVIDIA would only be required to answer the first thr
causes of action by which the Equity Holders' Committee seeks a determination that the APA was not terminated before 3dfx filed
bankruptcy protection, that the 3dfx bankruptcy estate still holds some rights in the APA, and that the APA is capable of bei
assumed by the bankruptcy estate. In addition, the Equity Holders Committee filed a motion seeking Bankruptcy Court approva
investor protections for Harbinger Capital Partners Master Fund |, Ltd., an equity investment firm that has conditionally agreed to |
no more than $51.5 million for preferred stock in 3dfx. The hearing on that motion was held on January 18, 2007, and the Bankruy
Court approved the proposed protections.

Proceedings, SEC inquiry and lawsuits related to our historical stock option granting practices

In June 2006, the Audit Committee of the Board of NVIDIA, or the Audit Committee, began a review of our stock optior
practices based on the results of an internal review voluntarily undertaken by management. The Audit Committee, with the assistz
of outside legal counsel, completed its review on November 13, 2006 when the Audit Committee reported its findings to our f
Board. The review covered option grants to all employees, directors and consultants for all grant dates during the period from
initial public offering in January 1999 through June 2006. Based on the findings of the Audit Committee and our internal review, v
identified a number of occasions on which we used an incorrect measurement date for financial accounting and reporting purposes

We voluntarily contacted the SEC regarding the Audit Committee's review and, as of the present date, the SEC is continuing
inquiry of our historical stock option grant practices it began in late August 2006. In October 2006, we met with the SEC and provic
it with a review of the status of the Audit Committee's review and in November 2006 we voluntarily provided the SEC with furthe
documents. We continue to cooperate with the SEC in its inquiry.

Concurrently with our internal review and the SEC's inquiry, since September 29, 2006, ten derivative cases have been file
state and federal courts asserting claims concerning errors related to our historical stock option granting practices and assoc
accounting for stock—based compensation expense. These complaints have been filed in various courts, including the Califo
Superior Court, Santa Clara County, the United States District Court for the Northern District of California, and the Court of Chance
of the State of Delaware in and for New Castle County. Plaintiffs filed a consolidated complaint in the United States District Court f
the Northern District of California on February 28, 2007. The California Superior Court cases have been consolidated and plaint
filed a consolidated complaint on April 23, 2007. All of the cases purport to be brought derivatively on behalf of NVIDIA agains
members of our Board and several of our current and former officers and directors. Plaintiffs in these actions allege claims for, am
other things, breach of fiduciary duty, unjust enrichment, insider selling, abuse of control, gross mismanagement, waste,
constructive fraud. The Northern District of California action also alleges violations of federal provisions, including Sections 10(b
14(a) and 20(a) of the Securities Exchange Act of 1934. The plaintiffs seek to recover for NVIDIA, among other things, damages
an unspecified amount, rescission, punitive damages, treble damages for insider selling, and fees and costs. Plaintiffs also se
accounting, a constructive trust and other equitable relief. We intend to take all appropriate action in response to these compla
Between May 14, 2007 and May 17, 2007, we filed several motions to dismiss the federal, Delaware and Santa Clara actions. A
the motions are yet to be fully briefed, and remain pending.
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Department of Justice Subpoena and Investigation, and Civil Cases

On November 29, 2006, we received a subpoena from the San Francisco Office of the Antitrust Division of the United Sta
Department of Justice, or DOJ, in connection with the DOJ's investigation into potential antitrust violations related to graphi
processing units and cards. No specific allegations have been made against us. We are cooperating with the DOJ in its investige
As of May 14, 2007, 51 civil complaints have been filed against us. The majority of the complaints were filed in the Northern Distri
of California, several were filed in the Central District of California, and other cases were filed in several other Federal district cour
Although the complaints differ, they generally purport to assert federal and state antitrust claims based on alleged price fixing, ma
allocation, and other alleged anti—-competitive agreements between us and Advanced Micro Devices, Inc., or AMD, as a result o
acquisition of ATI Technologies, Inc., or ATI. Many of the cases also assert a variety of state law unfair competition or consum
protection claims on the same allegations and some cases assert unjust enrichment or other common law claims. The complain
putative class actions alleging classes of direct and/or indirect purchasers of our graphic processing units and cards. The plaintiffs
few of the Northern District of California actions filed a motion with the Judicial Panel on Multidistrict Litigation, or JPML, asking
that all pending and subsequent cases be consolidated in one court for all pre—trial discovery and motion practice. A hearing on
motion took place on March 29, 2007. The JPML subsequently granted the motion and conditionally transferred all of the actic
currently pending outside of the Northern District of California to the Northern District of California for coordination of pretrial
proceedings. An initial case management conference for the coordinated cases is scheduled to be held on May 24, 2007. We be
the allegations in the complaints are without merit and intend to vigorously defend the cases.

Note 14 - Stockholders' Equity
Stock Repurchase Program

During fiscal year 2005, we announced that our Board of Directors, or Board, had authorized a stock repurchase progran
repurchase shares of our common stock, subject to certain specifications, up to an aggregate maximum amount of $300 mill
During fiscal year 2007, we announced that our Board had approved a $400 million increase to the original stock repurchase prog
Subsequently, on May 21, 2007, we announced a stock repurchase program under which we may purchase up to an additional
billion of our common stock over a three year period through May 2010. As a result of these increases, we have an ongo
authorization from the Board, subject to certain specifications, to repurchase shares of our common stock up to an aggre
maximum amount of $1.7 billion.

The repurchases will be made from time to time in the open market, in privately negotiated transactions, or in structured stt
repurchase programs, and may be made in one or more larger repurchases, in compliance with the Securities Exchange Act of 19
the Exchange Act, Rule 10b-18, subject to market conditions, applicable legal requirements, and other factors. The program doe:
obligate NVIDIA to acquire any particular amount of common stock and the program may be suspended at any time at our discret
As part of our share repurchase program, we have entered into, and we may continue to enter into, structured share repurc
transactions with financial institutions. These agreements generally require that we make an up—front payment in exchange for
right to receive a fixed number of shares of our common stock upon execution of the agreement, and a potential incremental nur
of shares of our common stock, within a pre—determined range, at the end of the term of the agreement.

During the three months ended April 29, 2007, we entered into a structured share repurchase transaction to repurchase 4.0 milli
shares of our common stock for $125.0 million, which we recorded on the trade date of each transaction. Through April 29, 2007, v
have repurchased 31.4 million shares under our stock repurchase program for a total cost of $613.1 million.

Convertible Preferred Stock

As of April 29, 2007 and April 30, 2006, no shares of preferred stock were outstanding.
18

Source: NVIDIA CORP, 10-Q, May 24, 2007



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Note 15 — Segment Information

Our Chief Executive Officer, who is considered to be our chief operating decision maker, or CODM, reviews financia
information presented on an operating segment basis for purposes of making operating decisions and assessing financial performe

During the first quarter of fiscal 2008, we reorganized our operating segments. We now report financial information for fot
operating segments to our CODM: the Graphics Processing Unit, or GPU, Business, which is comprised primarily of our GeFo
products that support desktop and notebook PCs, plus memory products, the Professional Solutions Business, or PSB, whi
comprised of our NVIDIA Quadro professional workstation products and other professional graphics and high—performans
computing products, the Media and Communications Processor, or MCP, Business, which is comprised of NVIDIA nForce core lo
and motherboard GPU products, and our Consumer Products Business, or CPB, which is comprised primarily of mobile and const
products that support handheld PDAs, cellular phones and other handheld devices, plus license, royalty and other revenue
associated costs related to video game consoles and other digital consumer electronics devices.

In addition to these operating segments, we have the “All Other” category that includes human resources, legal, finance, gen
administration and corporate marketing expenses, which total $68.0 million and $50.1 million for three months ended April 29, 20
and April 30, 2006, respectively, that we do not allocate to our other operating segments. “All Other” also includes the results
operations of other miscellaneous operating segments that are neither individually reportable, nor aggregated with another oper:
segment. Revenue in the “All Other” category is primarily derived from sales of components. All relevant prior period amounts ha
been restated to conform to the presentation of our current fiscal quarter.

Our CODM does not review any information regarding total assets on an operating segment basis. Operating segments dc
record intersegment revenue, and, accordingly, there is none to be reported. The accounting policies for segment reporting ar
same as for NVIDIA as a whole.

GPU PSB MCP CPB All Other Consolidated
(In thousands)

Three Months Ended April 29,

2007
Revenue $ 483495 $ 140,873 $ 148,750 $ 67,226 $ 3,936 $ 844,280
Depreciation and
amortization expense $ 8,285 $ 2,187 $ 6,593 $ 6,095 $ 9,162 $ 32,322
Operating income (loss) $ 124417 $ 69,307 $ 7,839 $ 10,168 $ (70,485) $ 141,246
Three Months Ended April 30,
2006:
Revenue $ 404,807 $ 100,042 $ 118,384 $ 57,385 $ 1,189 $ 681,807
Depreciation and
amortization expense $ 6,870 $ 1,828 $ 4278 $ 3,786 $ 8,109 $ 24,871
Operating income (loss) $ 87,239 $ 45064 $ 2,983 $ 17,165 $ (50,942) $ 101,509

Revenue by geographic region is allocated to individual countries based on the location to which the products are initially bill
even if our customers' revenue is attributable to end customers that are located in a different location. The following tables summe
information pertaining to our revenue from customers based on invoicing address in different geographic regions:

April 29, April 30,
2007 2006
(In thousands)

Revenue:
United States $ 101,866 $ 77,372
Other Americas 54,544 27,590
China 238,285 179,720
Taiwan 272,983 227,574
Other Asia Pacific 95,052 111,218
Europe 81,550 58,333

Total revenue $ 844,280 $ 681,807
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No customer represented 10% or more of total revenue for the three months ended April 29, 2007. One customer represe
approximately 14% of revenue for the three months ended April 30, 2006.

Accounts receivable from significant customers, those representing approximately 10% or more of total accounts receivable, \
from two customers for 26.7% of total accounts receivable balances at April 29, 2007.

Note 16 — Subsequent Event
Stock Repurchase Program

On May 21, 2007, we announced a stock repurchase program under which we may purchase up to an additional $1.0 billio
our common stock over a three year period through May 2010. As a result of this increase, we have an ongoing authorization fror
Board, subject to certain specifications, to repurchase shares of our common stock up to an aggregate maximum amount of
billion.

The repurchases will be made from time to time in the open market, in privately negotiated transactions, or in structured st
repurchase programs, and may be made in one or more larger repurchases, in compliance with the Securities Exchange Act of 19
the Exchange Act, Rule 10b-18, subject to market conditions, applicable legal requirements, and other factors. The program doe:
obligate NVIDIA to acquire any particular amount of common stock and the program may be suspended at any time at our discret
As part of our share repurchase program, we have entered into, and we may continue to enter into, structured share repurc
transactions with financial institutions. These agreements generally require that we make an up-front payment in exchange for
right to receive a fixed number of shares of our common stock upon execution of the agreement, and a potential incremental nur
of shares of our common stock, within a pre—determined range, at the end of the term of the agreement.

During the three months ended April 29, 2007, we entered into a structured share repurchase transaction to repurchase 4.0 m
shares of our common stock for $125.0 million, which we recorded on the trade date of each transaction. Through April 29, 2007,
have repurchased 31.4 million shares under our stock repurchase program for a total cost of $613.1 million.
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Forward-Looking Statements

When used in thiQQuarterly Report on Form 10-Q, the words “believes,” “plans,” “estimates,” “anticipates,” “expects,”
“intends,” “allows,” “can,” “will” and similar expressions are intended to identify forward—looking statements. These statements
relate to future periods and include, but are not limited to, statements as to: the features, benefits, capabilities, performance, imp:
production and availability of our technologies and products; seasonality; past or future acquisitions; our strategies and objective
product cycles; gross margin; product mix; inventories; average selling prices; taxes; growth and factors contributing to growth
stock—-based compensation expense; revenue; our expenditures; capital expenditures; our cash flow and cash balances; our liquic
uses of cash; dividends; investments and marketable securities; our stock repurchase program; our results of operations; competit
our intellectual property; our strategic relationships; customer demand; reliance on a limited number of customers and suppliers; o
internal control over financial reporting; our disclosure controls and procedures; recent accounting pronouncements; oul
international operations; our ability to attract and retain qualified personnel; our foreign currency risk strategy; compliance with
environmental laws and regulations; litigation or regulatory action arising from the review of our stock option grant practices anc
financial restatements; the Department of Justice subpoena and investigation; litigation, including the class action lawsuits; and t
Securities and Exchange Commission inquiry. Forward—looking statements are subject to risks and uncertainties that could cal
actual results to differ materially from those projected. These risks and uncertainties include, but are not limited to, the risl
discussed below as well as difficulties associated with conducting international operations; slower than anticipated growtl
unanticipated decreases in average selling prices of a particular product; increased sales of lower margin products; difficulty i
collecting accounts receivable; our inability to decrease inventory purchase commitments; difficulties in entering new markets; t
write—down of the value of inventory; entry of new competitors in our established markets; reduction in demand for our product
market acceptance of our competitors' products; defects in our products; the impact of competitive pricing pressures; disruptions
our relationships with our key suppliers; fluctuations in general economic conditions; failure to achieve design wins; changes
customers' purchasing behaviors; international and political conditions; the concentration of sales of our products to a limite
number of customers; decreases in demand for our products; delays in the development of new products by us or our partners; de
in volume production of our products; developments in and expenses related to litigation; our inability to realize the benefits
acquisitions; the outcome of litigation or regulatory actions; and the matters set forth under Item 1A. — Risk Factors. Thes
forward-looking statements speak only as of the date hereof. Except as required by law, we expressly disclaim any obligatior
undertaking to release publicly any updates or revisions to any forward—looking statements contained herein to reflect any change
our expectations with regard thereto or any change in events, conditions or circumstances on which any such statement is based.

All references to “NVIDIA,” “we,” “us,” “our” or the “Company” mean NVIDIA Corporation and its subsidiaries, except
where it is made clear that the term means only the parent company.

NVIDIA, GeForce, SLI, GoForce, NVIDIA Quadro, Quadro, NVIDIA nForce and the NVIDIA logo are our trademarks or
registered trademarks in the United States and other countries that are used in this document. We may also refer to trademark
other corporations and organizations in this document.

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with
“Item 1A. Risk Factors”, our Condensed Consolidated Financial Statements and related Notes thereto, as well as other cautionary
statements and risks described elsewhere in this quarterly report on Form 10-Q, before deciding to purchase, hold or sell shares c
common stock.

Overview
Our Company

NVIDIA Corporation is the worldwide leader in programmable graphics processor technologies. Our products are designed
enhance the end-user experience on consumer and professional computing devices. We have four major product-line oper:
segments: the graphics processing unit, or GPU, Business, the professional solutions business, or PSB, the media and communic
processor, or MCP, Business, and the consumer products business, or CPB.

Our GPU Business is comprised primarily of our GeForce products that support desktop and notebook PCs, plus mem
products. Our PSB is comprised of our NVIDIA Quadro professional workstation products and other professional graphics a
high-performance computing products. Our MCP Business is comprised of NVIDIA nForce core logic and motherboard GP
products. Our CPB is comprised primarily of mobile and consumer products that support handheld personal digital assistants
PDAs, cellular phones and other handheld devices, plus license, royalty and other revenue and associated costs related to video
consoles and other digital consumer electronics devices.

We were incorporated in California in April 1993 and reincorporated in Delaware in April 1998. Our headquarter facilities are i
Santa Clara, California. Our Internet address is www.nvidia.com.
21

Source: NVIDIA CORP, 10-Q, May 24, 2007



Recent Developments, Future Objectives and Challenges
GPU Business
During the first quarter of fiscal 2008:

« our GeForce product was the market leader in the Total Desktop, Standalone Desktop and Standalone Notebook segmer
the first quarter of calendar year 2007, based on the latest PC Graphics 2007 Report from Mercury Research.

* in April 2007, we launched several new DirectX10 GPUs, adding the GeForce 8600, GeForce 8500, and GeForce 8300 to
GeForce 8 series of GPUs, which previously included the NVIDIA GeForce 8800 GTX and GeForce 8800 GTS.

Professional Solutions Business
During the first quarter of fiscal 2008:

« we launched the NVIDIA Quadro FX 4600 and NVIDIA Quadro FX 5600 products, which are professional solutions based c
our G80 unified architecture.

< we expanded our NVIDIA Quadro Plex family with the introduction of the NVIDIA Quadro Plex VCS IV, a new version of
the NVIDIA Quadro Plex visual computing system, or VCS, which provides enhanced performance for a wide range
high—performance, graphics—intensive styling and design, oil and gas, and scientific applications.
MCP Business
During the first quarter of fiscal 2008:

< our NVIDIA nForce products held the leadership position for the AMD segment based on the latest PC Processor and Chip:
report from Mercury Research.

« we shipped the GeForce 7050 motherboard GPU, which targets the lowest cost segments of the market.

< we expanded the reach of Scalable Link Interface, or SLI, technology into the performance segments with the launch of the
NVIDIA nForce 650i SLI MCP product for Intel.

Consumer Products Business

During the first quarter of fiscal 2008, we unveiled our first applications processor — the GoForce 6100. The GoForce 6100
designed for next generation personal media players, or PMPs, and multimedia smart phones. We expect that designs based ¢
GoForce 6100 will ship later this fiscal year.

Gross Margin Improvement

We continue to remain focused on improving our gross margin. During the first quarter of fiscal 2008, our gross margin was
record 45.0%, an increase of 270 basis points from our gross margin of 42.3% for the first quarter of fiscal year 2007.

Our gross margin is significantly impacted by the mix of products that we earn revenue from during each of our fiscal quarte
Product mix is often difficult to estimate with accuracy and, thus, if we achieve significant revenue growth in our lower margi
product lines, it may negatively impact our gross margin. We expect to continue to focus on improving our gross margin during 1
remainder of fiscal 2008.

Seasonality
Our industry is largely focused on the consumer products market. Due to the seasonality in this market, we typically expect to

stronger revenue performance in the second half of the calendar year related to the back-to—school and holiday seasons.
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Subsequent Event
Stock Repurchase Program

On May 21, 2007, we announced a stock repurchase program under which we may purchase up to an additional $1.0 billio
our common stock over a three year period through May 2010. As a result of this increase, we have an ongoing authorization fror
Board, subject to certain specifications, to repurchase shares of our common stock up to an aggregate maximum amount of
billion.

The repurchases will be made from time to time in the open market, in privately negotiated transactions, or in structured stt
repurchase programs, and may be made in one or more larger repurchases, in compliance with the Securities Exchange Act of 19
the Exchange Act, Rule 10b-18, subject to market conditions, applicable legal requirements, and other factors. The program doe:
obligate NVIDIA to acquire any particular amount of common stock and the program may be suspended at any time at our discret
As part of our share repurchase program, we have entered into, and we may continue to enter into, structured share repurc
transactions with financial institutions. These agreements generally require that we make an up—front payment in exchange for
right to receive a fixed number of shares of our common stock upon execution of the agreement, and a potential incremental nur
of shares of our common stock, within a pre—determined range, at the end of the term of the agreement.

During the three months ended April 29, 2007, we entered into a structured share repurchase transaction to repurchase 4.0 m
shares of our common stock for $125.0 million, which we recorded on the trade date of each transaction. Through April 29, 2007,
have repurchased 31.4 million shares under our stock repurchase program for a total cost of $613.1 million.

Financial Information by Business Segment and Geographic Data

Our Chief Executive Officer, who is considered to be our chief operating decision maker, or CODM, reviews financia
information presented on an operating segment basis for purposes of making operating decisions and assessing financial performe

During the first quarter of fiscal 2008, we reorganized our operating segments. We now report financial information for fot
operating segments to our CODM: the Graphics Processing Unit, or GPU, Business, which is comprised primarily of our GeFo
products that support desktop and notebook PCs, plus memory products; the Professional Solutions Business, or PSB, whit
comprised of our NVIDIA Quadro professional workstation products and other professional graphics and high—performans
computing products, the Media and Communications Processor, or MCP, Business, which is comprised of NVIDIA nForce core lo
and motherboard GPU products, and our Consumer Products Business, or CPB, which is comprised primarily of mobile and const
products that support handheld PDAs, cellular phones and other handheld devices, plus license, royalty and other revenue
associated costs related to video game consoles and other digital consumer electronics devices.

In addition to these operating segments, we have the “All Other” category that includes human resources, legal, finance, gen
administration and corporate marketing expenses, which total $68.0 million and $50.1 million for first quarter of fiscal year 2008 a
first quarter of fiscal year 2007, respectively, that we do not allocate to our other operating segments. “All Other” also includes 1
results of operations of other miscellaneous operating segments that are neither individually reportable, nor aggregated with anc
operating segment. Revenue in the “All Other” category is primarily derived from sales of components. All relevant prior peric
amounts have been restated to conform to the presentation of our current fiscal quarter.

Our CODM does not review any information regarding total assets on an operating segment basis. Operating segments dc
record intersegment revenue, and, accordingly, there is none to be reported. The accounting policies for segment reporting ar
same as for NVIDIA as a whole.

Results of Operations

The following table sets forth, for the periods indicated, certain items in our consolidated statements of income expressed :
percentage of revenue.

April 29, April 30,
2007 2006
Revenue 100.0% 100.0%
Cost of revenue 55.0 57.7
Gross profit 45.0 42.3
Operating expenses:
Research and development 18.8 18.1
Sales, general and administrative 9.5 9.4
Total operating expenses 28.3 27.5
Income from operations 16.7 14.8
Interest and other income, net 1.5 1.3
Income before income tax expense 18.2 16.1
Income tax expense 2.6 2.7
Cumulative effect of change in accounting principle, net of tax - 0.1
Net income 15.6% 13.5%

Source: NVIDIA CORP, 10-Q, May 24, 2007
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First Quarters of Fiscal Years 2008 and 2007
Revenue

Revenue was $844.3 million for our first quarter of fiscal year 2008, compared to $681.8 million for our first quarter of fisca
year 2007, which represents an increase of 23.8%. A discussion of our revenue results for each of our operating segments
follows:

GPU Business. GPU Business revenue increased by 19.4% to $483.5 million in the first quarter of fiscal year 2008, compare
$404.8 million for the first quarter of fiscal year 2007. The increase was a result of increased sales of our desktop GPU produ
notebook products and memory product sales. The increase in sales of our desktop GPU products was led by our GeForce 8-
products that serve the high—end segment. This increase in the high—end segment was offset by a decrease of sales in our main:
segment, as a result of decreases in unit shipments and average selling prices of our more mature mainstream segment products
of our NVIDIA notebook GPU products improved due to an increased mix of GeForce 8-based and GeForce 7-based produ
shipping for notebook PC design wins based on Intel's Napa platform.

PSB. PSB revenue increased by 40.8% to $140.9 million in the first quarter of fiscal year 2008, compared to $100.0 million
the first quarter of fiscal year 2007. Our NVIDIA professional workstation product sales increased due to board sales as a resu
increased unit shipments and average selling prices of GeForce 7-based products, offset by decreased sales of older products
slight decrease in chip sales as a result of decreased average selling prices.

MCP Business. MCP Business revenue increased by 25.7% to $148.8 million in the first quarter of fiscal year 2008, compare:
$118.4 million for the first quarter of fiscal year 2007. The overall increase in MCP business revenue is primarily due to sales
newer NVIDIA nForce4 products, NVIDIA nForce5 products, integrated AMD—-based desktop products, and integrated Intel-bas
desktop products, which began shipping after the second quarter of fiscal year 2007.

CPB. CPB revenue increased by 17.1% to $67.2 million for the first quarter of fiscal year 2008, compared to $57.4 million f
the first quarter of fiscal year 2007. The overall increase in CPB revenue is primarily due to sales related to our acquisition
PortalPlayer Inc., or PortalPlayer, in January 2007. We also had increased revenue from our embedded products, and an incre:
royalty revenue recognized from both our contractual arrangement with Microsoft related to their Xbox360 video game console ¢
revenue from our contractual arrangements with Sony Computer Entertainment, or SCE, related to their PS3 video game console
other digital consumer electronics devices. These increases were offset by a decrease in revenue from our contractual develog
arrangements with SCE.

Concentration of Revenue

Revenue from sales to customers outside of the United States and other Americas accounted for 81.5% and 84.6% of 1
revenue for the first quarter of fiscal years 2008 and 2007, respectively. Revenue by geographic region is allocated to individ
countries based on the location to which the products are initially billed even if the foreign contract equipment manufacturers,
CEMSs', add-in board and motherboard manufacturers' revenue is attributable to end customers in a different location.

In the first quarter of fiscal year 2008, there were no sales to any customers in excess of 10% of our total revenue. Howeve
the first quarter of fiscal year 2007, sales to one significant customer accounted for approximately 14% of our total revenue.

Gross Profit

Gross profit consists of total revenue, net of allowances, less cost of revenue. Cost of revenue consists primarily of the cos
semiconductors purchased from subcontractors, including wafer fabrication, assembly, testing and packaging, manufacturing suf
costs, including labor and overhead associated with such purchases, final test yield fallout, inventory provisions and shipp
costs. Cost of revenue also includes development costs for license and service arrangements. Gross margin is the percentage o
profit to revenue. Our gross margin can vary in any period depending on the mix of types of products sold. Our gross margin v
45.0% and 42.3% for the first quarter of fiscal year 2008 and 2007, respectively. A discussion of our gross margin results for eac
our operating segments is as follows:

GPU Business. The gross margin of our GPU Business increased during the first quarter of fiscal year 2008 as compared ftc
first quarter of fiscal year 2007, primarily due to increased sales of our GeForce 8 series GPUs, which began selling in the tt
quarter of fiscal year 2007. Our GeForce 8 series and GeForce 7 series GPUs generally have higher gross margins than our pre
generations of GPUs.
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PSB. The gross margin of our PSB increased during the first quarter of fiscal year 2008 as compared to the first quarter of fi
year 2007, primarily due to increased sales of our GeForce 8-based NVIDIA Quadro products, which began selling in the fou
quarter of fiscal year 2007, and GeForce 7-based NVIDIA Quadro products, which generally have higher gross margins than
previous generations of NVIDIA Quadro products.

MCP Business. The gross margin of our MCP Business increased during the first quarter of fiscal year 2008 as compared tc
first quarter of fiscal year 2007, primarily due to increased sales of NVIDIA nForce integrated AMD-based desktop products a
NVIDIA nForce integrated Intel-based desktop products, which began shipping after the second quarter of fiscal year 2007, bott
which generally have experienced higher gross margins than our previous generations of NVIDIA nForce products.

CPB. The gross margin of our CPB increased during the first quarter of fiscal year 2008 as compared to the first quarter of fis
year 2007, primarily due to gross profit realized from sales related to mobile products related to our acquisition of PortalPlayer
January 2007, gross profit realized from sales of our high—end feature cellular phone and other handheld devices, which gene
have higher gross margins than our previous cellular handheld products, and increased gross profit from our contractual arrangen
with Microsoft and SCE related to their video game consoles.

Gross Margin

The improvement in our gross margin reflects our continuing focus on delivering cost effective product architectures, enhanci
business processes and delivering profitable growth.

Our gross margin is significantly impacted by the mix of products that we earn revenue from during each of our fiscal quarte
The improvement in our gross margin for the first quarter of fiscal year 2008 resulted from a number of factors, including:

 a positive impact from our new GeForce 8 series products;

 areduction of revenue from our MCP Business, which historically has had a gross margin that is lower than our overall grc
margin;

« the increase in NVIDIA Quadro workstation product revenue, which historically has been higher than our overall gros
margin; and
< areduction of revenue from the sale of memory products, which historically have been lower than our overall gross margin
Product mix is often difficult to estimate with accuracy and, thus, if we achieve significant revenue growth in our lower margi
product lines, it may negatively impact our gross margin. We expect gross margin to remain relatively flat, or improve slightly, durir
the second quarter of fiscal year 2008.
Operating Expenses

Research and Development

Three Months Ended Change
April 29, 2007 April 30, 2006 $ %
(In millions)
Research and Development:
Salaries and benefits $ 87.7 $ 68.0 $ 19.7 29%
Stock—based compensation 22.4 14.4 8.0 56%
Depreciation and amortization 16.5 15.0 15 10%
Computer software and lab equipment 14.9 12.9 2.0 16%
Facility expense 11.6 8.1 3.5 43%
New product development 4.2 7.5 (3.3) (44)%
In—process research and development
License and development project costs (2.4) (5.8) 3.4 (59)%
Other 3.4 3.1 0.3 10%
Total $ 158.3 $ 123.2 $ 35.1 29%
Research and development as a
percentage of net revenue 19% 18%
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Research and development expenses increased by $35.1 million, or 29%, in the first quarter of fiscal year 2008 compared tc
first quarter of fiscal year 2007 primarily due to a $19.7 million increase in salaries and benefits and an $8.0 million increase
stock—based compensation, both of which were related to a combination of 660 additional personnel and merit increases to exis
personnel. Facilities increased $3.5 million due to increased facilities expense allocation, and computer software and equipn
increased $2.0 million primarily due to increased allocation of information technology expenses, both of which were based on
growth in headcount in departments related to research and development functions when compared to the growth in headcount re
to sales, general and administrative functions. License and development project costs increased by $3.4 million primarily relate
decreased development costs related to our collaboration with SCE and other engineering costs related to a different develop
contract. Certain of our personnel who usually devote their time to research and development efforts have spent time working on t
development projects. The cost associated with the time these individuals spend working on development projects is allocated f
research and development to cost of revenue or is capitalized on our balance sheet. During the first quarter of fiscal year 2008,
time was spent working on development projects so less cost was allocated to cost of revenue or capitalized and, therefore, more
remained in research and development. Depreciation and amortization increased $1.5 million due to emulation hardware and soft
programs that were purchased during fiscal year 2007, resulting in a full year of depreciation in the first quarter of fiscal year 2C
compared to a partial year of depreciation in fiscal year 2007. These increases were offset by a decrease of $3.3 million in |
product development costs as a result of costs related to an overall decrease we experienced during the first quarter of fiscal year
in the number of product tape—outs and in prototype materials.

We anticipate that we will continue to devote substantial resources to research and development, and we expect these expen
increase in absolute dollars in the foreseeable future due to the increased complexity and the greater number of products u
development. Research and development expenses are likely to fluctuate from time to time to the extent we make periodic increm
investments in research and development and these investments may be independent of our level of revenue.

Sales, General and Administrative

Three Months Ended Change
April 29, 2007 April 30, 2006 $ %
(In millions)
Sales, General and Administrative:
Salaries and benefits $ 41.9 $ 32.8 $ 9.1 28%
Advertising and promotions 13.7 14.5 (0.8) (6)%
Stock—based compensation 12.2 6.6 5.6 85%
Legal and accounting fees 6.0 2.9 3.1 107%
Facility expense 2.8 4.0 1.2) (30)%
Depreciation and amortization 2.7 2.1 0.6 29%
Other 1.3 1.1 0.2 18%
Total $ 80.6 $ 64.0 $ 16.6 26%
Sales, general and administrative as a
percentage of net revenue 10% 9%

Sales, general and administrative expenses increased $16.6 million, or 26%, in the first quarter of fiscal year 2008 to year fi
year 2007 primarily due to a $9.1 million increase in salaries and benefits and a $5.6 million increase in stock-based compensa
both of which related to a combination of 134 additional personnel and merit increases to existing personnel. Legal and accoun
fees increased by $3.1 million primarily due to legal fees related to the 3dfx and Department of Justice, or DOJ, matters describe
Note 13 of the Notes to Condensed Consolidated Financial Statements. These increases were offset by a decrease of $1.2 milli
facilities due to decreased facilities expense allocation to sales, general and administrative functions, which was driven by gre
incremental headcount growth in departments that are included within the research and development functions.

Operating Expenses

We expect to continue to focus on expense controls during fiscal year 2008. However, despite this expected focus, we antici,
that our operating expenses will increase slightly in the second quarter of fiscal year 2008.
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Interest Income and Interest Expense

Interest income consists of interest earned on cash, cash equivalents and marketable securities. Interest income was $13.2 n
and $8.8 million in the first quarter of fiscal years 2008 and 2007, respectively, an increase of $4.4 million. These increases w
primarily the result of higher average balances of cash, cash equivalents, and marketable securities during the first three montl
fiscal year 2008 when compared to the first quarter of fiscal year 2007.

Income Taxes

We recognized income tax expense of $21.5 million and $18.7 million in the first quarter of fiscal year 2008 and fiscal year 20(
respectively. Income tax expense as a percentage of income before taxes, or our annual effective tax rate, was 14% for the first qt
of fiscal year 2008 and 17% for the first quarter of fiscal year 2007. Our effective tax rate is lower than the United States Fede
Statutory rate of 35% due primarily to income earned in lower tax jurisdictions.

Please refer to Note 3 of the Notes to Condensed Consolidated Financial Statements for additional information regarding incc
taxes.

Liquidity and Capital Resources

As of April 29, 2007 As of January 28, 2007

(In millions)
Cash and cash equivalents $ 678.9 $ 544.4
Marketable securities 628.1 573.4
Cash, cash equivalents, and marketable securities $ 1,307.0 $ 1,117.8

Three Months Ended

April 29, 2007 April 30, 2006
(In millions)
Net cash provided by operating activities $ 306.5 $ 49.5
Net cash used in investing activities $ (91.1) $ (157.5)
Net cash provided by (used in) financing activities $ (80.9) $ 44.0

As of April 29, 2007, we had $1.3 billion in cash, cash equivalents and marketable securities, an increase of $189.2 million fr
the end of fiscal year 2007. Our portfolio of cash equivalents and marketable securities is managed by several financial institutic
Our investment policy requires the purchase of top—tier investment grade securities, the diversification of asset type and certain li
on our portfolio duration.

Operating activities generated cash of $306.5 and $49.5 million during the first quarter of fiscal year 2008 and fiscal year 20
respectively. The cash provided by operating activities has increased due to increases in the net income during the comparable pe
Additionally, during the first quarter of fiscal year 2008, operating activities have generated cash in amounts greater than net incc
primarily due to non—cash charges such as stock-based compensation and depreciation and amortization. Improved days
outstanding and days sales in inventory have contributed to inflows from accounts receivable and inventories.

Investing activities have consisted primarily of purchases and sales of marketable securities, acquisition of businesses
purchases of property and equipment, which include leasehold improvements for our facilities, and intangible assets. Invest
activities used cash of $91.1 million and $157.5 million during the first quarter of fiscal year 2008 and fiscal 2007, respectively. N
cash used by investing activities during the first quarter of fiscal year 2008 was primarily due to $37.7 million for capital expenditure
including purchases of new research and development equipment, hardware equipment, technology licenses, software and intan
assets and $53.4 million of net purchases of marketable securities. We expect to spend approximately $90.0 million to $110.0 mil
for capital expenditures unrelated to acquisitions during the remainder of fiscal year 2008. In addition, we may continue to use cas
connection with the acquisition of businesses or assets.

Financing activities used cash of $80.9 million and provided cash of $44.0 million during the first quarter of fiscal year 2008 ai
fiscal 2007, respectively. Net cash used by financing activities in the first quarter of fiscal year 2008 was primarily due to $12¢
million paid towards our stock repurchase program, offset by cash proceeds of $44.1 million from common stock issued un
employee stock plans.
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Stock Repurchase Program

During fiscal year 2005, we announced that our Board of Directors, or Board, had authorized a stock repurchase progran
repurchase shares of our common stock, subject to certain specifications, up to an aggregate maximum amount of $300 mill
During fiscal year 2007, we announced that our Board had approved a $400 million increase to the original stock repurchase prog
Subsequently, on May 21, 2007, we announced a stock repurchase program under which we may purchase up to an additional
billion of our common stock over a three year period through May 2010. As a result of these increases, we have an ongo
authorization from the Board, subject to certain specifications, to repurchase shares of our common stock up to an aggre
maximum amount of $1.7 billion.

The repurchases will be made from time to time in the open market, in privately negotiated transactions, or in structured st
repurchase programs, and may be made in one or more larger repurchases, in compliance with the Securities Exchange Act of 19
the Exchange Act, Rule 10b-18, subject to market conditions, applicable legal requirements, and other factors. The program doe:
obligate NVIDIA to acquire any particular amount of common stock and the program may be suspended at any time at our discret
As part of our share repurchase program, we have entered into, and we may continue to enter into, structured share repurc
transactions with financial institutions. These agreements generally require that we make an up—front payment in exchange for
right to receive a fixed number of shares of our common stock upon execution of the agreement, and a potential incremental nur
of shares of our common stock, within a pre—determined range, at the end of the term of the agreement.

During the first quarter of fiscal year 2008, we entered into a structured share repurchase transaction to repurchase 4.0 million
shares of our common stock for $125.0 million, which we recorded on the trade date of each transaction. Through April 29, 2007, v
have repurchased 31.4 million shares under our stock repurchase program for a total cost of $613.1 million.

Operating Capital and Capital Expenditure Requirements

We believe that our existing cash balances and anticipated cash flows from operations will be sufficient to meet our operati
acquisition and capital requirements for at least the next 12 months. However, there is no assurance that we will not need to 1
additional equity or debt financing within this time frame. Additional financing may not be available on favorable terms or at all an
may be dilutive to our then-current stockholders. We also may require additional capital for other purposes not presen
contemplated. If we are unable to obtain sufficient capital, we could be required to curtail capital equipment purchases or research
development expenditures, which could harm our business. Factors that could affect our cash used or generated from operations
as a result, our need to seek additional borrowings or capital include:

decreased demand and market acceptance for our products and/or our customers' products;
inability to successfully develop and produce in volume production our next—generation products;
competitive pressures resulting in lower than expected average selling prices; and

new product announcements or product introductions by our competitors.

For additional factors see “ltem 1A. Risk Factors — Risks Related to Our Operations — Our operating results are unpredicta
and may fluctuate, and if our operating results are below the expectations of securities analysts or investors, our stock price ¢
decline.”

3dfx Asset Purchase

On December 15, 2000, NVIDIA Corporation and one of our indirect subsidiaries entered into the Asset Purchase Agreement
the APA, which closed on April 18, 2001, to purchase certain graphics chip assets from 3dfx. Under the terms of the APA, the c
consideration due at the closing was $70.0 million, less $15.0 million that was loaned to 3dfx pursuant to a Credit Agreement de
December 15, 2000. The Asset Purchase Agreement also provided, subject to the other provisions thereof, that if 3dfx prop
certified that all its debts and other liabilities had been provided for, then we would have been obligated to pay 3dfx one milli
shares, which due to subsequent stock splits now totals four million shares, of NVIDIA common stock. If 3dfx could not make sucl
certification, but instead properly certified that its debts and liabilities could be satisfied for less than $25.0 million, then 3dfx cou
have elected to receive a cash payment equal to the amount of such debts and liabilities and a reduced number of shares ¢
common stock, with such reduction calculated by dividing the cash payment by $25.00 per share. If 3dfx could not certify that all
its debts and liabilities had been provided for, or could not be satisfied, for less than $25.0 million, we would not be obligated un
the agreement to pay any additional consideration for the assets.
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In October 2002, 3dfx filed for Chapter 11 bankruptcy protection in the United States Bankruptcy Court for the Northern Distri
of California. In March 2003, we were served with a complaint filed by the Trustee appointed by the Bankruptcy Court which sougl
among other things, payments from us as additional purchase price related to our purchase of certain assets of 3dfx. In €
November 2005, after many months of mediation, NVIDIA and the Official Committee of Unsecured Creditors, or the Creditor:
Committee, reached a conditional settlement of the Trustee's claims against NVIDIA. This conditional settlement, presented as
centerpiece of a proposed Plan of Liquidation in the bankruptcy case, was subject to a confirmation process through a vote of cred
and the review and approval of the Bankruptcy Court after notice and hearing. The Trustee advised that he intended to object tc
settlement, which would have called for a payment by NVIDIA of approximately $30.6 million to the 3dfx estate. Under the
settlement, $5.6 million related to various administrative expenses and Trustee fees, and $25.0 million related to the satisfactio
debts and liabilities owed to the general unsecured creditors of 3dfx. Accordingly, during the three month period ended October
2005, we recorded $5.6 million as a charge to settlement costs and $25.0 million as additional purchase price for 3dfx.

However, the conditional settlement never progressed substantially through the confirmation process. On December 21, 2005
Bankruptcy Court determined that it would schedule trial of one portion of the Trustee's case against NVIDIA. On January 2, 20(
NVIDIA exercised its right to terminate the settlement agreement on grounds that the Bankruptcy Court had failed to proceed tow
confirmation of the Creditors' Committee's plan. Trial began on March 21, 2007 on valuation issues in the Trustee's construct
fraudulent transfer claims against NVIDIA. Specifically, the Bankruptcy Court tried four questions: (1) what did 3dfx transfer tc
NVIDIA in the APA?; (2) of what was transferred, what qualifies as "property" subject to the Bankruptcy Court's avoidance powe
under the Uniform Fraudulent Transfer Act and relevant bankruptcy code provisions? ; (3) what is the fair market value of t
"property" identified in answer to question (2)?; and (4) was the $70 million that NVIDIA paid "reasonably equivalent" to the fai
market value of that property? At the conclusion of the evidence, the Bankruptcy Court asked the parties to submit post-trial briefi
That briefing is scheduled to be concluded on May 25, 2007, and we expect a decision to be forthcoming from the Bankruptcy Ce
at some point thereafter.

Please refer to Note 13 of the Notes to Condensed Consolidated Financial Statements for further information regarding 1
litigation.

Contractual Obligations

There were no material changes in our contractual obligations from those disclosed in our Form 10-K for the year ended Janu
28, 2007. Please see Item 7, “Management's Discussion and Analysis of Financial Condition and Results of Operations — Liquidity
and Capital Resources” in our Form 10-K for a description of our contractual obligations.

Off-Balance Sheet Arrangements
As of April 29, 2007, we had no material off-balance sheet arrangements as defined in Regulation S—K 303(a)(4)(ii).
Recently Issued Accounting Pronouncements

In September 2006, the Financial Accounting Standards Board, or FASB, issued Statement of Financial Accounting Stande
No. 157, or SFAS No. 157, Fair Value Measurements. SFAS No. 157 establishes a framework for measuring fair value and expa
disclosures about fair value measurements. The changes to current practice resulting from the application of SFAS No. 157 rela
the definition of fair value, the methods used to measure fair value, and the expanded disclosures about fair value measurement:
are required to adopt the provisions of SFAS No. 157 beginning with our fiscal quarter ending April 27, 2008. We do not believe t
adoption of SFAS No. 157 will have a material impact on our consolidated financial position, results of operations or cash flows.

In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159, or SFAS No. 159, The Fair Val
Option for Financial Assets and Financial Liabilities. SFAS No. 159 permits companies to choose to measure certain financi
instruments and certain other items at fair value. The standard requires that unrealized gains and losses on items for which the
value option has been elected be reported in earnings. We are required to adopt the provisions of SFAS No. 159 beginning witt
fiscal quarter ending April 27, 2008, although earlier adoption is permitted. We are currently evaluating the impact that SFAS No. 1
will have on our consolidated financial position, results of operations or cash flows.

Adoption of FASB Interpretation No. 48

On January 29, 2007, we adopted FASB Interpretation No. 48, or FIN 48, Accounting for Uncertainty in Income Taxes, issuec
July 2006. FIN 48 applies to all tax positions related to income taxes subject to FASB Statement of Financial Accounting Stands
No. 109, or SFAS No. 109, Accounting for Income Taxes. Under FIN 48 we recognize the benefit from a tax position only if it
more-likely—than—not that the position would be sustained upon audit based solely on the technical merits of the tax position. T
cumulative effect of adoption of FIN 48 did not result in a material adjustment to our tax liability for unrecognized income ta
benefits. Our policy to include interest and penalties related to unrecognized tax benefits as a component of income tax expens:
not change as a result of implementing the FIN 48. Please refer to Note 3 of the Notes to Condensed Consolidated Finan
Statements for additional information.
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Interest Rate Risk

We invest in a variety of financial instruments, consisting principally of investments in commercial paper, money market func
and highly liquid debt securities of corporations, municipalities and the United States government and its agencies. These investm
are denominated in United States dollars. As of April 29, 2007, we had $1.3 billion in cash, cash equivalents and marketa
securities.

We account for our investment instruments in accordance with Statement of Financial Accounting Standards No. 115, or SF
No. 115, Accounting for Certain Investments in Debt and Equity Securities. All of the cash equivalents and marketable securities
treated as “available—for-sale” under SFAS No. 115. Investments in both fixed rate and floating rate interest earning instruments c
a degree of interest rate risk. Fixed rate securities may have their market value adversely impacted due to a rise in interest rates,
floating rate securities may produce less income than expected if interest rates fall. Due in part to these factors, our future investt
income may fall short of expectations due to changes in interest rates or we may suffer losses in principal if we are forced to
securities that decline in market value due to changes in interest rates. However, because we classify our debt securitie
“available—for-sale”, no gains or losses are recognized due to changes in interest rates unless such securities are sold prior to me
or declines in fair value are determined to be other than temporary. These securities are reported at fair value with the rele
unrealized gains and losses included in accumulated other comprehensive income, a component of stockholders' equity, net of tax

Exchange Rate Risk

We consider our direct exposure to foreign exchange rate fluctuations to be minimal. Currently, sales and arrangements v
third—party manufacturers provide for pricing and payment in United States dollars, and, therefore, are not subject to exchange
fluctuations. Increases in the value of the United States' dollar relative to other currencies would make our products more expen:
which could negatively impact our ability to compete. Conversely, decreases in the value of the United States' dollar relative to ot
currencies could result in our suppliers raising their prices in order to continue doing business with us. To date, we have not eng:
in any currency hedging activities, although we may do so in the future. Fluctuations in currency exchange rates could harm
business in the future.

Controls and Procedures
Disclosure Controls and Procedures

Based on their evaluation as of April 29, 2007, our management, including our Chief Executive Officer and Chief Financial Office
have concluded that our disclosure controls and procedures (as defined in Rule 13a—15(e) under the Securities Exchange Act of :
or the Exchange Act, were effective to ensure that the material information required to be disclosed by us in this Quarterly Repor
Form 10-Q was recorded, processed, summarized and reported within the time periods specified in the SEC's rules and instruc
for Form 10-Q.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal controls over financial reporting during our quarter ended April 29, 2007, that ha
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive Officer and Chief Financial Officer, does not expect that our disclosure contre
and procedures or our internal controls, will prevent all error and all fraud. A control system, no matter how well conceived al
operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met. Further, the des
a control system must reflect the fact that there are resource constraints, and the benefits of controls must be considered relati
their costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance th:
control issues and instances of fraud, if any, within NVIDIA have been detected.
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Please see Part I, Item 1, Note 13 of the Notes to Condensed Consolidated Financial Statements for a discussion of our
proceedings.

A description of the risk factors associated with our business is set forth below. This description includes any material changes
and supersedes the description of risk factors associated with our business previously disclosed in Part |, Item 1A. “Risk Factors” c
our Form 10-K for the fiscal year ended January 28, 2007.

Risks Related to Our Operations

The matters relating to the Audit Committee of the Board of Directors, or the Board, review of our historical stock option
granting practices and the restatement of our consolidated financial statements have resulted in litigation, which could harm our
financial results.

On August 10, 2006, NVIDIA announced that the Audit Committee of the Board, with the assistance of outside legal couns
was conducting a review of our stock option practices covering the time from NVIDIA's initial public offering in 1999, our fiscal yea
2000, through June 2006. The Audit Committee reached the conclusion that incorrect measurement dates were used for final
accounting purposes for stock option grants in certain prior periods. As a result, NVIDIA recorded additional non—cash stock—ba:
compensation expense, and related tax effects, related to stock option grants.

The Audit Committee's review of NVIDIA's historic stock option practices identified a number of occasions on which the
measurement date used for financial accounting and reporting purposes for stock options granted to certain of our employees
different from the actual grant date. To correct these accounting errors, we amended our Annual Report on Form 10-K for the y
ended January 29, 2006 and our Quarterly Report on Form 10-Q for the three months ended April 30, 2006 to restate the consolic
financial statements contained in those reports.

This review of our historical stock option granting practices required us to incur substantial expenses for legal, accounting, !
and other professional services, diverted our management's attention from our business, and in the future could adversely affec
business, financial condition, results of operations and cash flows.

Our historical stock option granting practices and the restatement of our prior financial statements have exposed us to gre
risks associated with litigation and regulatory proceedings. Ten derivative complaints have been filed in state and federal cc
pertaining to allegations relating to stock option grants. We cannot assure you that these or future similar complaints, or any fut
litigation or regulatory action will result in the same conclusions reached by the Audit Committee. The conduct and resolution of the
matters will be time consuming, expensive and could distract our management's attention from the conduct of our business wi
could negatively impact our business.

We voluntarily contacted the Securities Exchange Commission, or SEC, regarding the Audit Committee's review and, as of
present date, the SEC is continuing the inquiry of our historical stock option grant practices it began in late August 2006. In Octo
2006, we met with the SEC and provided it with a review of the status of the Audit Committee's review and in November 2006 \
voluntarily provided the SEC with further documents. We plan to continue to cooperate with the SEC in its inquiry.

While we believe that we have made appropriate judgments in concluding the correct measurement dates for option grants,
SEC may disagree with the manner in which we have accounted for and reported, or not reported, the financial impact of past or
grant measurement date errors, and there is a risk that its inquiry could lead to circumstances in which we may have to further re
our prior financial statements, amend prior filings made with the SEC, or otherwise take other actions not currently contemplated. /
such circumstance could also lead to future delays in filing our SEC reports. Furthermore, if we are subject to adverse findings in
of these matters, we could be required to pay damages or penalties or have other remedies imposed upon us which could hart
business, financial condition, results of operations and cash flows.
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Because our gross margin for any period depends on a number of factors, our failure to forecast any change in such factors
could adversely affect our gross margin.

We continue to pursue improved gross margin. Our gross margin for any period depends on a humber of factors, such as:

« the mix of our products sold;

 average selling prices;

« introduction of new products;

* sales discounts;

* unexpected pricing actions by our competitors;

* the cost of product components; and

« the yield of wafers produced by the foundries that manufacture our products.

If we incorrectly forecast the impact of any of the relevant factors on our business, we may be unable to take action in time
counteract any negative impact on our gross margin. In addition, if we are unable to meet our gross margin target for any period o
target set by analysts, the trading price of our common stock may decline.

We are dependent on key personnel and the loss of these employees could negatively impact our business.

Our performance is substantially dependent on the performance of our executive officers and key employees. None of
executive officers or employees is bound by an employment agreement, meaning our relationships with our executive officers
employees are at will. We do not have “key person” life insurance policies on any of our employees. The loss of the services of an
our executive officers, technical personnel or other key employees, particularly Jen—Hsun Huang, our President and Chief Execu
Officer, would harm our business. Our success will depend on our ability to identify, hire, train and retain highly qualified technic
and managerial personnel. Our failure to attract and retain the necessary technical and managerial personnel would harm our bus
The integration of new executives or personnel could disrupt our ongoing operations.

Failure to achieve expected manufacturing yields for existing and/or new products could reduce our gross margin and could
adversely affect our ability to compete effectively.

Semiconductor manufacturing yields are a function both of product design, which is developed largely by us, and proce
technology, which typically is proprietary to the manufacturer. Since low yields may result from either design or process technolo
failures, yield problems may not be effectively determined or resolved until an actual product exists that can be analyzed and teste
identify process sensitivities relating to the design rules that are used. As a result, yield problems may not be identified until well i
the production process. Resolution of yield problems requires cooperation by and communication between us and the manufacture

Because of our potentially limited access to wafer fabrication capacity from our manufacturers, any decrease in manufactur
yields could result in an increase in our per unit costs and force us to allocate our available product supply among our customers.
could potentially harm customer relationships, our reputation, our revenue and our gross profit. Our wafer manufacturers may
unable to achieve or maintain acceptable manufacturing yields in the future. Our inability to achieve planned yields from our wa
manufacturers could also reduce our gross margin.

To stay competitive which may include entering new markets, we may have to invest more resources in research ant
development than anticipated, which could increase our operating expenses and negatively impact our operating results.

If new competitors, technological advances by existing competitors, our entry into new markets, or other competitive factc
require us to invest significantly greater resources than anticipated in our research and development efforts, our operating expe
would increase. We have increased our engineering and technical resources and had 2,657 full-time employees engaged in res
and development as of April 29, 2007 and 1,997 full-time employees as of April 30, 2006. Research and development expenditt
were $158.3 million and $123.2 million for the first quarter of fiscal years 2008 and 2007, respectively. Research and developm
expenses for the first quarter of fiscal years 2008 and 2007 included $22.4 million and $14.4 million, respectively, related to non-c
stock-based compensation, which we began to record in the first quarter of fiscal year 2007 as a result of our adoption of Stateme
Financial Accounting Standards No. 123(R), or SFAS No. 123(R), Share-Based Payment. If we are required to invest significan
greater resources than anticipated in research and development efforts without an increase in revenue, our operating results
decline. Research and development expenses are likely to fluctuate from time to time to the extent we make periodic increme
investments in research and development and these investments may be independent of our level of revenue. In order to re
competitive which may include entering new markets, we anticipate that we will continue to devote substantial resources to rese:
and development, and we expect these expenses to increase in absolute dollars in the foreseeable future due to the incr
complexity and the greater number of products under development as well as hiring additional employees.
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Our operating expenses are relatively fixed and we may not be able to reduce operating expenses quickly in response to at
revenue shortfalls.

Our operating expenses, which are comprised of research and development expenses and sales, general and administ
expenses, represented 28.3% and 27.5% of our total revenue during the first quarter of fiscal years 2008 and 2007, respecti
Operating expenses were $34.6 million and $21.0 million for first quarter of fiscal years 2008 and 2007, respectively, related
non-cash stock—based compensation, which we began to record in fiscal year 2007 as a result of our adoption of SFAS No. 12:
Since we often recognize a substantial portion of our revenue in the last month of each quarter, we may not be able to adjust
operating expenses in a timely manner in response to any revenue shortfalls. If we are unable to reduce operating expenses quic
response to any revenue shortfalls, our financial results would be negatively impacted.

Failure to transition to new manufacturing process technologies could adversely affect our operating results and gross
margin.

Our strategy is to utilize the most advanced manufacturing process technology appropriate for our products and available fi
commercial third—party foundries. Use of advanced processes may have greater risk of initial yield problems and higher product c
Manufacturing process technologies are subject to rapid change and require significant expenditures for research and developr
We continuously evaluate the benefits of migrating to smaller geometry process technologies in order to improve performance
reduce costs. We currently use 0.15 micron, 0.14 micron, 0.13 micron, 0.11 micron, 90 nanometer and 65 nanometer proc
technologies for our families of the graphics processing unit, or GPU, the media and communications processor, or MCP, and
consumer products business, or CPB.

We have experienced difficulty in migrating to new manufacturing processes in the past and, consequently, have suffe!
reduced yields, delays in product deliveries and increased expense levels. We may face similar difficulties, delays and expenses :
continue to transition our products to smaller geometry processes. Moreover, we are dependent on our relationships with
third—party manufacturers to migrate to smaller geometry processes successfully. Additionally, some of our competitors own th
own manufacturing facilities. These competitors may be able to move to a new state of the art manufacturing process more qui
than our manufacturing partners. If our suppliers fall behind our competitors in manufacturing processes, the development :
customer demand for our products and the use of our products could be negatively impacted. The inability by us or our third—pe
manufacturers to effectively and efficiently transition to new manufacturing process technologies may adversely affect our operat
results and our gross margin.

Our failure to estimate customer demand properly may result in excess or obsolete inventory or, conversely, may result ir
inadequate inventory levels, either of which could adversely affect our financial results.

Our inventory purchases are based upon future demand forecasts or orders from our customers, which may not accurately pr
the quantity or type of our products that our customers will want in the future or ultimately end up purchasing. In forecasting dema
we must make multiple assumptions any of which may prove to be incorrect. Situations that may result in excess or obsol
inventory, which could result in write—downs of the value of our inventory and/or a reduction in average selling prices, and where ¢
gross margin could be adversely affected include:

« if there were a sudden and significant decrease in demand for our products;

« if there were a higher incidence of inventory obsolescence because of rapidly changing technology and customer requireme
« if we fail to estimate customer demand properly for our older products as our newer products are introduced; or

« if our competition were to take unexpected competitive pricing actions.

Conversely, if we underestimate our customers' demand for either our older or newer products, we may have inadeqt
manufacturing capability and may not be able to obtain sufficient inventory to fill our customers' orders on a timely basis. Even if \
are able to increase production levels to meet customer demand, we may not be able to do so in a cost effective or timely mat
Inability to fill our customers' orders on a timely basis could damage our customer relationships, result in lost revenue, cause a lo:
market share or damage our reputation, any of which could impact our financial results.
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Because we order materials in advance of anticipated customer demand our ability to reduce our inventory purchase
commitments quickly in response to any revenue shortfalls is limited.

Substantially all of our sales are made on the basis of purchase orders rather than long—-term agreements. As a result, we
commit resources to the production of products without having received advance purchase commitments from customers. We |
build inventories during periods of anticipated growth which does not occur. Any inability to sell products to which we have devote
significant resources could harm our business. In addition, cancellation or deferral of product orders could result in our holding exc
inventory, which could adversely affect our gross margin and restrict our ability to fund operations. Additionally, because we oft
sell a substantial portion of our products in the last month of each quarter, we may not be able to reduce our inventory purck
commitments in a timely manner in response to any revenue shortfalls. We could be subject to excess or obsolete inventories ar
required to take corresponding inventory write—downs if growth slows or does not materialize or if we incorrectly forecast produ
demand, which could negatively impact our gross margin and financial results.

Our operating results are unpredictable and may fluctuate, and if our operating results are below the expectations of
securities analysts or investors, the trading price of our stock could decline.

Many of our revenue components fluctuate and are difficult to predict, and our operating expenses are largely independen
revenue in any particular period. Therefore, it is difficult for us to accurately forecast revenue and profits or losses. As a result, i
possible that in some quarters our operating results could be below the expectations of securities analysts or investors, which ¢
cause the trading price of our common stock to decline. We believe that our quarterly and annual results of operations may contint
be affected by a variety of factors that could harm our revenue, gross profit and results of operations.

Any one or more of the factors discussed in this Form 10-Q or other factors could prevent us from achieving our expected fut
revenue or net income. Accordingly, we believe that period—to—period comparisons of our results of operations should not be rel
upon as an indication of future performance. In addition, the results of any quarterly or full fiscal year period are not necessal
indicative of results to be expected for a subsequent quarter or a full fiscal year.

Risks Related to Our Products

If we are unable to achieve design wins, our products may not be adopted by our target markets or customers either of whicl
could negatively impact our financial results.

The future success of our business depends to a significant extent on our ability to develop new competitive products for
target markets and customers. We believe achieving design wins, which entails having our existing and future products choser
hardware components or subassemblies designed by PC OEMs, ODMs, and add—-in board and motherboard manufacturers, wi
our future success. Our OEM, ODM, and add-in board and motherboard manufacturers' customers typically introduce new sys
configurations as often as twice per year, typically based on spring and fall design cycles or in connection with trade shoy
Accordingly, when our customers are making their design decisions, our existing products must have competitive performance le
or we must timely introduce new products in order to be included in new system configurations. This requires that we do t
following:

« anticipate the features and functionality that customers and consumers will demand;

« incorporate those features and functionalities into products that meet the exacting design requirements of OEMs, ODI
and add-in board and motherboard manufacturers;

« price our products competitively; and

« introduce products to the market within the limited design cycle for OEMs, ODMs, and add-in board and motherboat
manufacturers.

If OEMs, ODMs, and add-in board and motherboard manufacturers do not include our products in their systems, they w
typically not use our products in their systems until at least the next design configuration. Therefore, we endeavor to develop cl
relationships with our original equipment manufacturers, or OEMs, and original design manufacturers, or ODMs, in an attempt
allow us to better anticipate and address customer needs in new products so that our products will achieve design wins.

Our ability to achieve design wins also depends in part on our ability to identify and be compliant with evolving industr
standards. Unanticipated changes in industry standards could render our products incompatible with products developed by
hardware manufacturers and software developers, including Advanced Micro Devices, Inc., or AMD, Intel Corporation, or Intel au
Microsoft Corporation, or Microsoft. Such changes would require us to invest significant time and resources to redesign our prodt
to be compliant with relevant standards. If our products are not in compliance with prevailing industry standards for a significe
period of time, our ability to achieve design wins could suffer. If we are unable to achieve new design wins for existing or ne
customers, we may lose market share and our operating results would be negatively impacted.
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Achievement of design wins may not result in the success of our products and could result in a loss of market share.

The process of being qualified for inclusion in an OEM or ODM product can be lengthy and could cause us to miss a cycle in
demand of end-users for a particular product feature, which also could result in a loss of market share and harm our business. E
we do have design wins for OEM and ODM products, we may not be able to successfully develop or introduce new products
sufficient volumes within the appropriate time to meet the OEM, ODM, add-in board and motherboard manufacturers' design cyc
as well as other market demand. Additionally, even if we achieve a significant number of design wins, there can be no assurance
our OEM and ODM customers will actually take the design to production or that the design will be commercially successfu
Furthermore, there may be changes in the timing of product orders due to unexpected delays in the introduction of our custorr
products that could negatively impact the success of our products. Any of these factors could result in a loss of market share and ¢
negatively impact our financial results.

Our business results could be adversely affected if our product development efforts are unsuccessful.

In the past, we have experienced delays in the development of some new products. Any delay in the future or failure of «
GPUs or other processors to meet or exceed specifications of competitive products could materially harm our business. The succe
our new product introductions will depend on many factors, including the following:

« proper new product definition;

« timely completion and introduction of new product designs;

« the ability of third—party manufacturers to effectively manufacture our new products in a timely manner;

« dependence on third—party subcontractors for assembly, testing and packaging of our products and in meeting product deli
schedules and maintaining product quality;

« the quality of new products;

« differentiation of new products from those of our competitors;

« market acceptance of our products and our customers' products; and

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

A critical component of our product development effort is our partnerships with leaders in the computer—aided design, or CA
industry. We have invested significant resources to develop relationships with industry leaders, including Cadence Design Syste
Inc. and Synopsys, Inc., often assisting these companies in the product definition of their new products. We believe that forming tt
relationships and utilizing next—generation development tools to design, simulate and verify our products will help us remain at 1
forefront of the 3D graphics, communications and networking segments and develop products that utilize leading—edge technolog;
a rapid basis. We believe this approach assists us in meeting the new design schedules of PC OEMs and other manufacturers. If
relationships are not successful, we may not be able to develop new products in a timely manner, which could result in a los
market share, a decrease in revenue and a negative impact on our operating results. Our failure to successfully develop, introdu
achieve market acceptance for new processors would harm our business.

Ouir failure to identify new market or product opportunities, or develop new products could harm our business.

As our GPUs and other processors develop and competition increases, we anticipate that product life cycles at the high end
remain short and average selling prices will decline. In particular, we expect average selling prices and gross margins for
processors to decline as each product matures and as unit volume increases. As a result, we will need to introduce new product
enhancements to existing products to maintain or improve overall average selling prices and gross margin. In order for our proces
to achieve high volumes, leading PC OEMs, ODMs, and add-in board and motherboard manufacturers must select our processc
design into their products, and then successfully complete the designs of their products and sell them. We may be unabl
successfully identify new product opportunities or to develop and bring to market new products in a timely fashion. In addition, v
cannot guarantee that new products we develop will be selected for design into PC OEMs’', ODMs', and add-in board ¢
motherboard manufacturers' products, that any new designs will be successfully completed, or that any new products will be sold.

As the complexity of our products and the manufacturing process for our products increases, there is an increasing risk that
will experience problems with the performance of our products and that there will be delays in the development, introduction
volume shipment of our products. We may experience difficulties related to the production of current or future products or ott
factors that may delay the introduction or volume sale of new products we develop. In addition, we may be unable to successf
manage the production transition risks with respect to future products. Failure to achieve any of the foregoing with respect to fut
products or product enhancements could result in rapidly declining average selling prices, reduced margins and reduced deman
products or loss of market share. In addition, technologies developed by others may render our processors hon—-competitiv
obsolete or result in our holding excess inventory, any of which would harm our business.
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We could suffer a loss of market share if our products contain significant defects.

Products as complex as those we offer may contain defects or experience failures when introduced or when new version
enhancements to existing products are released. In the past, we have discovered defects and incompatibilities with custon
hardware in some of our products and may experience delays or loss of revenue to correct any defects or incompatibilities in
future. Errors in new products or releases after commencement of commercial shipments could result in failure to achieve ma
acceptance or loss of design wins. Our products typically go through only one verification cycle prior to beginning volume producti
and distribution. As a result, our products may contain defects or flaws that are undetected prior to volume production a
distribution. If these defects or flaws exist and are not detected prior to volume production and distribution, we may be requirec
reimburse customers for costs to repair or replace the affected products in the field. We also face the risk of product recalls or pro
returns resulting from design or manufacturing defects that are not discovered during the manufacturing and testing proces:
significant number of product returns due to a defect or recall could damage our reputation, result in our customers working with
competitors, and could adversely impact our financial results. We may also be required to incur additional research and developr
costs to find and correct the defect, which could divert the attention of our management and engineers from the development of
products. These costs could be significant and could adversely affect our business and operating results. We may also suffer a Ic
reputation, loss of revenues and/or a loss in our market share, any of which could materially harm our financial results.

Risks Related to Our Partners and Customers

We may not be able to realize the potential financial or strategic benefits of business acquisitions, which could hurt our ability
to grow our business, develop new products or sell our products.

We have acquired and invested in other businesses that offered products, services and technologies that we believed would
expand or enhance our existing products and services or help expand our distribution channels. We may enter into future acquisi
of, or investments in, businesses, in order to complement or expand our current businesses or enter into a new business marke
example, in February 2006 we completed the acquisition of ULi Electronics, Inc., or ULi, in March 2006 we completed the acquisiti
of Hybrid Graphics Ltd., or Hybrid Graphics and in January 2007 we completed the acquisition of PortalPlayer, Inc., or PortalPlay
If we do consider other acquisitions, a strategic alliance or a joint venture, the negotiations could divert management's attentio
well as other resources. Any of the following risks associated with past or future acquisitions or investments could impair our abil
to grow our business, develop new products, our ability to sell our products, and ultimately could have a negative impact on
growth or our financial results:

« difficulty in combining the technology, products, operations or workforce of the acquired business with our business;

difficulty in operating in a new or multiple new locations;

disruption of our ongoing businesses;

disruption of the ongoing business of the company we invest in or acquire;

difficulty in realizing the potential financial or strategic benefits of the transaction;

« difficulty in maintaining uniform standards, controls, procedures and policies;

« disruption of or delays in ongoing research and development efforts;

« diversion of capital and other resources;

» assumption of liabilities;

« diversion of resources and unanticipated expenses resulting from litigation arising from potential or actual busine
acquisitions or investments;

« difficulties in entering into new markets in which we have limited or no experience and where competitors in sucl
markets have stronger positions; and

» impairment of relationships with employees and customers, or the loss of any of our key employees or customers
our target's key employees or customers, as a result of our acquisition or investment.

In addition, the consideration for any future acquisition could be paid in cash, shares of our common stock, the issuance
convertible debt securities or a combination of cash, convertible debt and common stock. If we pay all or a portion of the purch
price in cash, our cash reserves would be reduced which could negatively impact the growth of our business or our ability to deve
new products. We paid for the acquisitions of Hybrid Graphics, ULi and PortalPlayer with primarily cash. If the consideration is pa
with shares of our common stock, or convertible debentures, the holdings of our existing stockholders would be diluted. We can
forecast the number, timing or size of future acquisitions, or the effect that any such acquisitions might have on our operation:
financial results.
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We depend on foundries and independent contractors to manufacture our products and these third parties may not be able t
satisfy our manufacturing requirements, which would harm our business.

We do not manufacture the semiconductor wafers used for our products and do not own or operate a wafer fabrication facil
Our products require wafers manufactured with state—of-the—art fabrication equipment and technigues so we utilize industry—leac
suppliers to produce our semiconductor wafers. We depend on these suppliers to allocate to us a portion of their manufactu
capacity sufficient to meet our needs, to produce products of acceptable quality and at acceptable manufacturing yields, and to de
those products to us on a timely basis at acceptable prices. Currently, one foundry manufactures the majority of our products.
manufacturers may be unable to meet our near—term or long—-term manufacturing or pricing requirements. We obtain manufactu
services on a purchase order basis. The foundries we use have no obligation to provide us with any specified minimum quantitie
product. These suppliers, including the fabrication facility that produces a majority of our products, fabricate wafers for othi
companies, including some of our competitors, and could choose to prioritize capacity for other users, reduce or eliminate deliverie
us, or increase the prices that they charge us on short notice. If we are unable to meet customer demand due to reduced or elim
deliveries, we could lose sales to customers, which would negatively impact our revenue and our reputation. Because the lead-
needed to establish a strategic relationship with a new manufacturing partner could be several quarters, there is no readily avai
alternative source of supply for any specific product. In addition, the time and effort to qualify a new foundry could result in addition
expense, diversion of resources or lost sales any of which would negatively impact our financial results. We believe that long—te
market acceptance for our products will depend on reliable relationships with third—party manufacturers we may use to ens
adequate product supply and competitive pricing so that we are able to respond to customer demand.

We are dependent on third parties for assembly, testing and packaging of our products, which reduces our control over the
delivery and quantity of our products.

Our processors are assembled, tested and packaged by independent subcontractors, such as Advanced Semiconc
Engineering, Inc., or ASE, Amkor Technology, or Amkor, King Yuan Electronics Co., or KYEC, Siliconware Precision Industries Co
Ltd., or SPIL, and ChipPAC. We do not have long—term agreements with any of these subcontractors. As a result of our depende
on third—party subcontractors for assembly, testing and packaging of our products, we do not directly control product delive
schedules or product quality. Demand for qualified independent subcontractors to assemble and test products is high. If deman
these subcontractors exceeds the number of qualified subcontractors, we may experience capacity constraints, which could res
product shortages, a decrease in the quality of our products or an increase in product cost. Any of our subcontractors may deci
prioritize the orders of one of our competitors over our orders. Any product shortages or quality assurance problems could increast
costs of manufacture, assembly or testing of our products, which could cause our gross margin to decline. Due to the amount of
typically required to qualify assemblers and testers, we could experience significant delays in the shipment of our products if we
required to find alternative third parties to assemble, test or package our products or components. Any such delays could result
loss of reputation or a decrease in sales to our customers.

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

In April 2005, we finalized our definitive agreement with Sony Computer Entertainment, or SCE, to jointly develop custom GP!
for SCE's PlayStation3. Our collaboration with SCE includes license fees and royalties for the PlayStation3 and all derivativ
including next—generation digital consumer electronics devices. In addition, we are licensing software development tools for creat
shaders and advanced graphics capabilities to SCE. During the first quarter of fiscal years 2008 and 2007, we recognized $
million and $23.4 million of revenue, respectively, from our contractual arrangements with SCE. Given the intense competition in t
game console market, there can be no assurance that the PlayStation3 will achieve long term commercial success,. If we d
receive royalties as we anticipate, our revenue and gross margin may be adversely affected.

As we continue to work directly with more foreign customers, any difficulties in collecting accounts receivable could harm
our operating results and financial condition.

Our accounts receivable are highly concentrated and make us vulnerable to adverse changes in our customers' businesses
downturns in the economy and the industry. In addition, difficulties in collecting accounts receivable or the loss of any significa
customer could materially and adversely affect our financial condition and results of operations. We continue to work directly wi
more foreign customers and it may be difficult to collect accounts receivable from them. We maintain an allowance for doubtf
accounts for estimated losses resulting from the inability of our customers to make required payments. This allowance consists c
amount identified for specific customers and an amount based on overall estimated exposure. If the financial condition of
customers were to deteriorate, resulting in an impairment of their ability to make payments, additional allowances may be required,
may be required to defer revenue recognition on sales to affected customers and we may be required to pay higher credit insur
premiums, which could adversely affect our operating results. In the future, we may have to record additional reserves or write—c
and/or defer revenue on certain sales transactions which could negatively impact our financial results.
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We rely on third—party vendors to supply software development tools to us for the development of our new products and w
may be unable to obtain the tools necessary to develop or enhance new or existing products.

When we design and develop new products or product enhancements, we rely on third—party software development tools to a
us in the design, simulation and verification of new products or enhancements to existing products. Although we currently are
dependent on any one vendor for the supply of these tools, some or all of these tools may not be readily available in the fut
Additionally, the software development tools available at the time that we are designing, simulating or verifying a product may not
sophisticated enough or technologically advanced enough for our purposes. For example, we have experienced delays ir
introduction of products in the past as a result of the inability of then available software development tools to fully simulate tt
complex features and functionalities of our products. Therefore, the design requirements necessary to meet consumer demanc
more features and greater functionality from our processors in the future may exceed the capabilities of the software developn
tools that are available to us. If the software development tools we use become unavailable or fail to produce designs that r
consumer demands, we may miss design cycles or lose design wins either of which could result in a loss of market share, a decre:
revenue or negatively impact our operating results.

We sell our products to a small number of customers and our business could suffer by the loss of any of these customers.

We have only a limited number of customers and our sales are highly concentrated. In the first quarter of fiscal year 2008, th
were no sales for any customers in excess of 10% of our total revenue. However, in the first quarter of fiscal year 2007, sales to
significant customer accounted for approximately 14% of our total revenue. Although a small number of our other custome
represents the majority of our revenue, their end customers include a large number of OEMs and system integrators throughou
world who, in many cases, specify the graphics supplier. Our sales process involves achieving key design wins with leading PC Ol
and major system builders and supporting the product design into high volume production with key contract equipment manufactur
or CEMs, ODMs, add-in board and motherboard manufacturers. These design wins in turn influence the retail and system buil
channel that is serviced by CEMs, ODMs, add-in board and motherboard manufacturers. Our distribution strategy is to work wit
small number of leading independent CEMs, ODMs, add-in board and motherboard manufacturers, and distributors, each of wi
has relationships with a broad range of system builders and leading PC OEMSs. If we were to lose sales to our PC OEMs, CE
ODMs, add-in board and motherboard manufacturers and were unable to replace the lost sales with sales to different customers
they were to significantly reduce the number of products they order from us, our revenue may not reach or exceed the expected
in any period, which could harm our financial condition and our results of operations.

Risks Related to Our Competition

As Intel and AMD continue to pursue platform solutions, we may not be able to successfully compete and our business woulc
be negatively impacted.

We expect substantial competition from both Intel's and AMD's strategy of selling platform solutions, such as the success Ir
achieved with its Centrino platform solution. In addition to the Centrino notebook platform solution, Intel has announced a deskt
initiative branded as VIIV. AMD has also announced a platform solution. Additionally, we expect that Intel and AMD will extend this
strategy to other segments. If AMD and Intel continue to pursue platform solutions, we may not be able to successfully compete
our business would be negatively impacted.

The market for our products is highly competitive and we may be unable to compete.

The market for our products is highly competitive and is characterized by rapid technological change, evolving indust
standards and declining average selling prices. We believe that the principal competitive factors in this market are performar
breadth of product offerings, access to customers and distribution channels, backward-forward software support, conformity
industry standard application programming interfaces, manufacturing capabilities, price of processors and total system costs of ad
boards and motherboards. We believe that our ability to remain competitive will depend on how well we are able to anticipate |
features and functions that customers will demand and whether we are able to deliver consistent volumes of our products at accer
levels of quality. We expect competition to increase both from existing competitors and new market entrants with products that n
be less costly than ours, or may provide better performance or additional features not provided by our products, which could harm
business.
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For example, we are the largest supplier of AMD 64 chipsets with 61.1% segment share in the first quarter of calendar year 2(
based on the latest PC Processor and Chipset report from Mercury Research. Decline in demand in the AMD segment would harn
business.

An additional significant source of competition is from companies that provide or intend to provide competing product solution
Some of our competitors may have or be able to obtain greater marketing, financial, distribution and manufacturing resources thar
do and may be more able to adapt to customer or technological changes. Our current competitors include the following:

« suppliers of discrete MCPs that incorporate a combination of networking, audio, communications and input/output, or 1/(
functionality as part of their existing solutions, such as AMD, Broadcom, Silicon Integrated Systems Corporation, or SIS, VI.
Technologies, Inc., or VIA, and Intel;

« suppliers of GPUs, including MCPs that incorporate 3D graphics functionality as part of their existing solutions, such ¢
AMD, Intel, Matrox Electronics Systems Ltd., XGI Technology, Inc., SIS and VIA;

« suppliers of GPUs or GPU intellectual property for handheld and embedded devices that incorporate advanced grapt
functionality as part of their existing solutions, such as AMD, Broadcom, Fujitsu Limited, Imagination Technologies Ltd.,
ARM Holdings plc, Marvell Technology Group Ltd., or Marvell, NEC Corporation, Qualcomm Incorporated, Renesas
Technology, Seiko—Epson, Texas Instruments Incorporated, and Toshiba America, Inc.; and

« suppliers of application processors for handheld and embedded devices that incorporate multimedia processing as part of
existing solutions such as Broadcom, Texas Instruments Inc., Qualcomm Incorporated, Marvell, Freescale Semiconductor |
Samsung and ST Microelectronics.

If and to the extent we offer products outside of the consumer and enterprise PC, notebook, workstation, personal dig
assistants, or PDAs, cellular phone, and video game console markets, we may face competition from some of our existing compet
as well as from companies with which we currently do not compete. We cannot accurately predict if we will compete successfully
any new markets we may enter. If we are unable to compete in our current or new markets, our financial results will suffer.

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

Our semiconductor wafers are manufactured, assembled, tested and packaged by third—parties located outside of the Ui
States. Additionally, we generated 81.5% of our revenue for the first quarter of fiscal year 2008 and 84.6% of our revenue for the 1
quarter of fiscal year 2007 from sales to customers outside the United States and other Americas. The manufacture, assembly, te:
packaging of our products outside of the United States, operation of offices outside of the United States, and sales to custor
outside of the United States and other Americas subjects us to a number of risks associated with conducting business outside ¢
United States and other Americas, including, but not limited to:

« international economic and political conditions;
¢ unexpected changes in, or impositions of, legislative or regulatory requirements;
« labor issues in foreign countries;
« cultural differences in the conduct of business;
 inadequate local infrastructure;
 delays resulting from difficulty in obtaining export licenses for certain technology, tariffs, quotas and other trade barriel
and restrictions;
 transportation delays;
* longer payment cycles;
difficulty in collecting accounts receivable;
fluctuations in currency exchange rates;
impact of currency exchange rate fluctuations on the price of our products to our customers, or on the supplies that we b
imposition of additional taxes and penalties;
« different legal standards with respect to protection of intellectual property;
« the burdens of complying with a variety of foreign laws; and
« other factors beyond our control, including terrorism, civil unrest, war and diseases such as severe acute respirat
syndrome and the Avian flu.

If sales to any of our customers outside of the United States and other Americas are delayed or cancelled because of any c
above factors, our revenue may be negatively impacted.
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We have offices outside of the United States, including offices in Taiwan, Japan, Korea, China, Hong Kong, India, Franc
Russia, Germany, Finland and England. Our operations in our international locations are subject to many of the risks contained ir
above list. We intend to continue to expand our existing operations and expect to open other international offices. Difficulties with
international operations, including finding appropriate staffing and office space, may divert management's attention and ott
resources any of which could negatively impact our operating results.

We are dependent on the PC market and the rate of its growth has and may in the future have a negative impact on ou
business.

We derive the majority of our revenue from the sale of products for use in the desktop PC and notebook PC markets, incluc
professional workstations. We expect to continue to derive most of our revenue from the sale or license of products for use in
desktop PC and notebook PC markets in the next several years. A reduction in sales of PCs, or a reduction in the growth rate c
sales, will reduce demand for our products. Moreover, changes in demand could be large and sudden. Since PC manufacturers
build inventories during periods of anticipated growth, they may be left with excess inventories if growth slows or if they incorrectl
forecast product transitions. In these cases, PC manufacturers may abruptly suspend substantially all purchases of additional inve
from suppliers like us until their excess inventory has been absorbed, which would have a negative impact on our business.

If our products do not continue to be adopted by the consumer and enterprise desktop PC, notebook PC, workstation, PDA
cellular handheld devices, and video game console markets or if the demand in these markets for new and innovative product
decreases, our business and operating results would suffer.

Our success depends in part upon continued broad adoption of our processors for 3D graphics and multimedia in consumet
enterprise PC, notebook PC, workstation, PDA, cellular handheld devices, and video game console applications. The markei
processors has been characterized by unpredictable and sometimes rapid shifts in the popularity of products, often caused b
publication of competitive industry benchmark results, changes in pricing of dynamic random-access memory devices and ot
changes in the total system cost of add—in boards, as well as by severe price competition and by frequent new technology and pre
introductions. Broad market acceptance is difficult to achieve and such market acceptance, if achieved, is difficult to sustain du
intense competition and frequent new technology and product introductions. Our GPU and MCP businesses together comprised
74.8% and 76.7% of revenue for the first quarter of fiscal year 2008 and fiscal year 2007. As such, our financial results would suffe
for any reason our current or future GPUs or MCPs do not continue to achieve widespread adoption by the PC market. If we
unable to complete the timely development of products or if we were unable to successfully and cost—effectively manufacture ¢
deliver products that meet the requirements of the consumer and enterprise PC, notebook, workstation, PDA, cellular phone, and \
game console markets, we may experience a decrease in revenue which could negatively impact our operating results. Addition
there can be no assurance that the industry will continue to demand new products with improved standards, features or performan
our customers, OEMs, ODMs, add-in—card and motherboard manufacturers, system builders and consumer electronics companie
not continue to design products that require more advanced or efficient processors and/or the market does not continue to demant
products with increased performance, features, functionality or standards, sales of our products could decline.

Our failure to comply with any applicable environmental regulations could result in a range of consequences, including fines,
suspension of production, excess inventory, sales limitations, and criminal and civil liabilities.

We may be subject to various state, federal and international laws and regulations governing the environment, includi
restricting the presence of certain substances in electronic products and making producers of those products financially responsibl
the collection, treatment, recycling and disposal of those products. The European Union Directive on Restriction of Hazardc
Substances Directive, or RoHS Directive, is European legislation that restricts the use of a number of substances, including lead,
other hazardous substances in electrical and electronic equipment in the market in the European Union which became effective on
1, 2006. Similarly, the State of California has adopted certain restrictions, which go into effect in 2007, that restrict the use of cert
materials in electronic products, which are intended to harmonize with the RoHS directive and other states are contemplating sin
legislation. China has adopted similar legislation to the RoHS directive which began to go into effect on March 1, 2007.

Also, we could face significant costs and liabilities in connection with the European Union Directive on Waste Electrical an
Electronic Equipment, or WEEE. The WEEE directs members of the European Union to enact laws, regulations, and administra
provisions to ensure that producers of electric and electronic equipment are financially responsible for the collection, recyclir
treatment and environmentally responsible disposal of certain products sold into the market after August 15, 2005. Implementatio
certain European Union member states has been delayed into 2007. Similar legislation has been or may be enacted in c
jurisdictions, including the United States, Canada, Mexico, China and Japan, the cumulative impact of which could be significant. !
continue to evaluate the impact of specific registration and compliance activities required by WEEE.
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It is possible that unanticipated supply shortages, delays or excess non—compliant inventory may occur as a result of s
regulations. Failure to comply with any applicable environmental regulations could result in a range of consequences including co
fines, suspension of production, excess inventory, sales limitations, criminal and civil liabilities and could impact our ability t
conduct business in the countries that have adopted these types of regulations.

We are exposed to fluctuations in the market values of our portfolio investments and in interest rates.

At April 29, 2007 and January 28, 2007, we had $1.3 billion and $1.1 billion in cash, cash equivalents and marketable securit
We invest our cash in a variety of financial instruments, consisting principally of investments in commercial paper, money mark
funds and highly liquid debt securities of corporations, municipalities and the United States government and its agencies. Th
investments are denominated in U.S. dollars.

We account for our investment instruments in accordance with Statement of Financial Accounting Standards No. 115, or SF
No. 115, Accounting for Certain Investments in Debt and Equity Securities. All of the cash equivalents and marketable securities
treated as “available—for-sale” under SFAS No. 115. Investments in both fixed rate and floating rate interest earning instruments c
a degree of interest rate risk. Fixed rate debt securities may have their market value adversely impacted due to a rise in interest
while floating rate securities may produce less income than expected if interest rates fall. Due in part to these factors, our fut
investment income may fall short of expectations due to changes in interest rates or if the decline in fair value of our publicly trac
equity investments is judged to be other—than—-temporary. We may suffer losses in principal if we are forced to sell securities t
decline in market value due to changes in interest rates. However, because any debt securities we hold are classifie
“available—for—sale,” no gains or losses are recognized due to changes in interest rates unless such securities are sold prior to ma

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

Our business is directly affected by market conditions in the highly cyclical semiconductor industry, including alternating perioc
of overcapacity and capacity constraints, variations in manufacturing costs and yields, significant expenditures for capital equipm
and product development and rapid technological change. If we are unable to respond to changes in our industry, which cal
unpredictable and rapid, in an efficient and timely manner, our operating results could suffer. In particular, from time to time, tl
semiconductor industry has experienced significant and sometimes prolonged downturns characterized by diminished product der
and accelerated erosion of average selling prices. If we cannot take appropriate actions such as reducing our manufacturir
operating costs to sufficiently offset declines in demand during a downturn, our revenue and earnings will suffer.

Political instability in Taiwan and in The People's Republic of China or elsewhere could harm our business.

Because of our reliance on foundries and independent contractors located in Taiwan and The People's Republic of China,
because we have offices in these locations, our business may be harmed by political instability in Taiwan, including the worsenin(
the strained relations between The People's Republic of China and Taiwan.

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

The pending investigation by the United States Department of Justice regarding investigation into the market for Graphics
Processors could adversely affect our business.

On November 29, 2006, we received a subpoena from the San Francisco Office of the Antitrust Division of the United Sta
Department of Justice, or DOJ, in connection with the DOJ's investigation into potential antitrust violations related to graphi
processing units and cards. No specific allegations have been made against us. We are cooperating with the DOJ in its investige
As of May 14, 2007, 51 civil complaints have been filed against us. The majority of our complaints were filed in the Northern Distri
of California, several were filed in the Central District of California, and other cases were filed in several other Federal district cour
Although the complaints differ, they generally purport to assert federal and state antitrust claims based on alleged price fixing, ma
allocation, and other alleged anti—competitive agreements between us and AMD, as a result of its acquisition of ATI. Many of t
cases also assert a variety of state law unfair competition or consumer protection claims on the same allegations and some cases
unjust enrichment or other common law claims. The complaints are putative class actions alleging classes of direct and/or indi
purchasers of our graphic processing units and cards. The plaintiffs in a few of the Northern District of California actions have file
motion with the Judicial Panel on Multidistrict Litigation, or JPML, asking that all pending and subsequent cases be consolidated
one court for all pre—trial discovery and motion practice. A hearing on this motion took place on March 29, 2007. The JPM
subsequently granted the motion and conditionally transferred all of the actions currently pending outside of the Northern District
California to the Northern District of California for coordination of pretrial proceedings. An initial case management conference fc
the coordinated cases is scheduled to be held on May 24, 2007. We believe the allegations in the complaints are without merit
intend to vigorously defend the cases. Costs of defense and any damages resulting from a ruling against us or a settlement ¢
litigation could adversely affect our business.
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Expensing employee stock options materially and adversely affects our reported operating results and could also adversel
affect our competitive position.

Since inception, we have used stock options and our employee stock purchase program as fundamental components o
compensation packages. We believe that these incentives directly motivate our employees and, through the use of vesting, encou
our employees to remain with us. As a result of adjustments arising from our restatement related to stock option grant dates,
operating results for fiscal years prior to fiscal year 2007 contain recorded amounts of stock—based compensation expense. Fo
fiscal 2000 through 2006, this stock—-based compensation expense was calculated using primarily the intrinsic value—-based me
under Accounting Principles Board Opinion No. 25, or APB 25, Accounting for Stock Issued to Employees and related interpretatio

In December 2004, the Financial Accounting Standards Board, or FASB, issued SFAS No. 123(R) which requires tl
measurement and recognition of compensation expense for all stock—based compensation payments. SFAS No. 123(R) require
we record compensation expense for stock options and our employee stock purchase plan using the fair value of those awards. D
the first quarter of fiscal years 2008 and 2007 we recorded $37.4 million and $22.2 million, respectively, related to non-ca
stock-based compensation, resulting from our compliance with SFAS 123 (R), which negatively impacted our operating results.
believe that SFAS No. 123(R) will continue to negatively impact our operating results.

To the extent that SFAS No. 123(R) makes it more expensive to grant stock options or to continue to have an employee st
purchase program, we may decide to incur increased cash compensation costs. In addition, actions that we may take to re
stock—-based compensation expense that may be more severe than any actions our competitors may implement may make it diffic
attract retain and motivate employees, which could adversely affect our competitive position as well as our business and opera
results.

We are a party to litigation, which, if determined adversely to us, could harm our business and financial condition.

We are a party to litigation. There can be no assurance that actions that have been brought against us or any brought by us w
resolved in our favor. Any claim that is successfully asserted against us may cause us to pay substantial damages and other re
fees. Regardless of whether these lawsuits are resolved in our favor or if we are the plaintiff or the defendant in the litigation, :
lawsuits to which we are a party will likely be expensive and time consuming to defend or resolve. Such lawsuits could also harm
relationships with existing customers and result in the diversion of management's time and attention away from business operati
which could harm our business. Costs of defense and any damages resulting from litigation a ruling against us or a settlement o
litigation could adversely affect our cash flow and financial results.

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

We rely primarily on a combination of patents, trademarks, trade secrets, employee and third—party nondisclosure agreements
licensing arrangements to protect our intellectual property in the United States and internationally. We have numerous patents iss
allowed and pending in the United States and in foreign countries. Our patents and pending patent applications primarily relat
technology used by us in connection with our products. We also rely on international treaties and organizations and foreign law
protect our intellectual property. The laws of certain foreign countries in which our products are or may be manufactured or s
including various countries in Asia, may not protect our products or intellectual property rights to the same extent as the laws of
United States. This makes the possibility of piracy of our technology and products more likely. We continuously assess whether
where to seek formal protection for particular innovations and technologies based on such factors as:

» the commercial significance of our operations and our competitors' operations in particular countries and regions;
« the location in which our products are manufactured;

* our strategic technology or product directions in different countries; and

« the degree to which intellectual property laws exist and are meaningfully enforced in different jurisdictions.

Our pending patent applications and any future applications may not be approved. In addition, any issued patents may
provide us with competitive advantages or may be challenged by third parties. The enforcement of patents by others may harm
ability to conduct our business. Others may independently develop substantially equivalent intellectual property or otherwise g
access to our trade secrets or intellectual property. Our failure to effectively protect our intellectual property could harm our busine
We have licensed technology from third parties for incorporation in our digital media processors and for defensive reasons, and ex
to continue to enter into such license agreements. These licenses may result in royalty payments to third parties, the cross licensi
technology by us or payment of other consideration. If these arrangements are not concluded on commercially reasonable terms
business could suffer.

42

Source: NVIDIA CORP, 10-Q, May 24, 2007



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

We expect that as the number of issued hardware and software patents increases and as competition intensifies, the volur
intellectual property infringement claims and lawsuits may increase. We may become involved in lawsuits or other legal proceedi
alleging patent infringement or other intellectual property rights violations by us or by our customers that we have agreed to indemi
them for certain claims of infringement arising out of the sale of our products to these customers. An unfavorable ruling could inclt
significant damages, invalidation of a patent or family of patents, indemnification of customers, payment of lost profits, or, when
has been sought, injunctive relief.

In addition, we may need to commence litigation or other legal proceedings in order to:

« assert claims of infringement of our intellectual property;

 enforce our patents;

* protect our trade secrets or know—how; or

» determine the enforceability, scope and validity of the propriety rights of others.

If we have to initiate litigation in order to protect our intellectual property, our operating expenses may increase which cou
negatively impact our operating results. Our failure to effectively protect our intellectual property could harm our business.

If infringement claims are made against us or we are found to infringe a third parties' patent, we may seek licenses under the 1
parties' patents or other intellectual property rights. In addition, an indemnified customer may be required to obtain a license to a t
parties' patents or intellectual property. However, licenses may not be offered to us at all or on terms acceptable to us, particularl
competitors. If we fail to obtain a license from a third party for technology that we use or that is used in one of our products used
an indemnified customer, we could be subject to substantial liabilities or have to suspend or discontinue the manufacture and sa
one or more of our products either of which could reduce our revenue and harm our business. Furthermore, the indemnification
customer may increase our operating expenses which could negatively impact our operating results.

Our operating results may be adversely affected if we are subject to unexpected tax liabilities.

We are subject to taxation by a number of taxing authorities both in the United States and throughout the world. Tax rates v
among the jurisdictions in which we operate. Significant judgment is required in determining our provision for our income taxes
there are many transactions and calculations where the ultimate tax determination is uncertain. Although we believe our tax estin
are reasonable, any of the below could cause our effective tax rate to be materially different than that which is reflected in histor
income tax provisions and accruals:

« the jurisdictions in which profits are determined to be earned and taxed;

¢ adjustments to estimated taxes upon finalization of various tax returns;

« changes in available tax credits;

¢ changes in share—based compensation expense;

« changes in tax laws, the interpretation of tax laws either in the United States or abroad or the issuance of new interpreta
accounting guidance related to uncertain transactions and calculations where the tax treatment was previously uncert
and

« the resolution of issues arising from tax audits with various tax authorities.

Should additional taxes be assessed as a result of any of the above, our operating results could be adversely affected. In adc
our future effective tax rate could be adversely affected by changes in the mix of earnings in countries with differing statutory t
rates, changes in tax laws or changes in the interpretation of tax laws.
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While we believe that we currently have adequate internal control over financial reporting, we are exposed to risks from
legislation requiring companies to evaluate those internal controls.

Section 404 of the Sarbanes—Oxley Act of 2002 requires our management to report on, and our independent registered pt
accounting firm to attest to, the effectiveness of our internal control structure and procedures for financial reporting. We have
ongoing program to perform the system and process evaluation and testing necessary to comply with these requirements. Howeve
manner in which companies and their independent public accounting firms apply these requirements and testing companies' inte
controls, remains subject to some uncertainty. To date, we have incurred, and we expect to continue to incur increased expense ¢
devote additional management resources to Section 404 compliance. Despite our efforts, if we identify a material weakness in inte
controls, there can be no assurance that we will be able to remediate such material weakness identified in a timely manner, or th:
will be able to maintain all of the controls necessary to determine that our internal control over financial reporting is effective. In t
event that our chief executive officer, chief financial officer or our independent registered public accounting firm determine that o
internal control over financial reporting is not effective as defined under Section 404, investor perceptions of us may be advers
affected and could cause a decline in the market price of our stock.

Changes in financial accounting standards or interpretations of existing standards could affect our reported results of
operations.

We prepare our consolidated financial statements in conformity with United States generally accepted accounting principl
These principles are constantly subject to review and interpretation by the SEC and various bodies formed to interpret and cr
appropriate accounting principles. A change in these principles can have a significant effect on our reported results and may ¢
retroactively affect previously reported transactions.

Risks Related to our Common Stock

Provisions in our certificate of incorporation, our bylaws and our agreement with Microsoft could delay or prevent a change
in control.

Our certificate of incorporation and bylaws contain provisions that could make it more difficult for a third party to acquire :
majority of our outstanding voting stock. These provisions include the following:

the ability of the Board to create and issue preferred stock without prior stockholder approval;
the prohibition of stockholder action by written consent;

a classified Board; and

« advance notice requirements for director nominations and stockholder proposals.

On March 5, 2000, we entered into an agreement with Microsoft in which we agreed to develop and sell graphics chips anc
license certain technology to Microsoft and its licensees for use in the Xbox. Under the agreement, if an individual or corporati
makes an offer to purchase shares equal to or greater than 30% of the outstanding shares of our common stock, Microsoft may
first and last rights of refusal to purchase the stock. The Microsoft provision and the other factors listed above could also dela
prevent a change in control of NVIDIA.
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During fiscal year 2005, we announced that our Board of Directors, or Board, had authorized a stock repurchase progran
repurchase shares of our common stock, subject to certain specifications, up to an aggregate maximum amount of $300 mill
During fiscal year 2007, we announced that our Board had approved a $400 million increase to the original stock repurchase prog
Subsequently, on May 21, 2007, we announced a stock repurchase program under which we may purchase up to an additional
billion of our common stock over a three year period through May 2010. As a result of these increases, we have an ongo
authorization from the Board, subject to certain specifications, to repurchase shares of our common stock up to an aggre
maximum amount of $1.7 billion.

The repurchases will be made from time to time in the open market, in privately negotiated transactions, or in structured st
repurchase programs, and may be made in one or more larger repurchases, in compliance with the Securities Exchange Act of 19:
the Exchange Act, Rule 10b-18, subject to market conditions, applicable legal requirements, and other factors. The program doe:
obligate NVIDIA to acquire any particular amount of common stock and the program may be suspended at any time at c
discretion. As part of our share repurchase program, we have entered into, and we may continue to enter into, structured s
repurchase transactions with financial institutions. These agreements generally require that we make an up—front payment in exch
for the right to receive a fixed number of shares of our common stock upon execution of the agreement, and a potential increme
number of shares of our common stock, within a pre—determined range, at the end of the term of the agreement.

During the first quarter of fiscal year 2008, we entered into a structured share repurchase transaction to repurchase 4.0 mil
shares of our common stock for $125.0 million, which we recorded on the trade date of each transaction. Through April 29, 2007,
have repurchased 31.4 million shares under our stock repurchase program for a total cost of $613.1 million.

Total Number Approximate
of Shares Dollar Value of
Purchased as Shares that
Part of Publicly May Yet Be
Total Number Average Price Announced Purchased
of Shares Paid per Plans of Under the Plans
Period Purchased Share Programs or Programs(1)
January 29, 2007 — February 25, 2007 = $ - = 211,869,417
February 26, 2007 — March 25, 2007 - $ - - 211,869,417
March 26, 2006 — April 29, 2007 3,958,555 (3) $ 31.58 (2 3,958,555 (3) 86,869,417
Total 3,958,555 $ 31.58 3,958,555

(1)On August 9, 2004, we announced that our Board had authorized a stock repurchase program to repurchase shares of our cor
stock, subject to certain specifications, up to an aggregate maximum amount of $300.0 million. On March 6, 2006, we announ
that the Board had approved a $400.0 million increase to the original stock repurchase program. Subsequently, on May 21, 2007
announced a stock repurhase program under which we may purchase up to an additional $1.0 billion of our common stock over a
year period through May 2010. As a result of these increases, we have an ongoing authorization from the Board, subject to ce
specifications, to repurchase shares of our common stock up to an aggregate maximum amount of $1.7 billion on the open mark
negotiated transactions or through structured stock repurchase agreements that may be made in one or more larger repurchases.
(2) Represents weighted average price paid per share during the quarter ended April 29, 2007.

(3) As part of our share repurchase program, we have entered into and we may continue to enter into structured share repurchase
transactions with financial institutions. During the first quarter of fiscal year 2008, we entered into a structured share repurchase
transaction to repurchase shares of our common stock for $125.0 million.

Not applicable.

None.

None.
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EXHIBIT INDEX

Incorporated by Reference

Exhibit No. Exhibit Description Schedule/Form File Exhibit Filing Date
Number
10.22 Fiscal Year 2008 Variable Compensation Plan 8-K 0-23985 10.1 4/5/2007
10.23 2007 Equity Incentive Plan 8-K 0-23985 10.1 4/30/2007
31.1* Certification of Chief Executive Officer as required by
Rule 13a-14(a) of the Securities Exchange Act of 1934
31.2* Certification of Chief Financial Officer as required by
Rule 13a—-14(a) of the Securities Exchange Act of 1934
32.1#* Certification of Chief Executive Officer as required by
Rule 13a-14(b) of the Securities Exchange Act of 1934
32.2#* Certification of Chief Financial Officer as required by

Rule 13a—-14(b) of the Securities Exchange Act of 1934

* Filed Herewith

# In accordance with Item 601(b)(32)(ii) of Regulation S—K and SEC Release Nos. 33-8238 and 34-47986, Final Ru
Management's Reports on Internal Control Over Financial Reporting and Certification of Disclosure in Exchange Act Period
Reports, the certifications furnished in Exhibits 32.1 and 32.2 hereto are deemed to accompany this Form 10-Q and will not
deemed “filed” for purpose of Section 18 of the Exchange Act. Such certifications will not be deemed to be incorporated by referel
into any filing under the Securities Act or the Exchange Act, except to the extent that the registrant specifically incorporates it

reference.

Copies of above exhibits not contained herein are available to any stockholder upon written request to:

Investor Relations: NVIDIA Corporation, 2701 San Tomas Expressway, Santa Clara, CA 95050.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed o
behalf by the undersigned, thereunto duly authorized.

Date: May 24, 2007
NVIDIA Corporation
By: /sl MARVIN D. BURKETT
Marvin D. Burkett
(Duly Authorized Officer and Principal Financial and Accounting Officer)

47

Source: NVIDIA CORP, 10-Q, May 24, 2007



EXHIBIT INDEX

Incorporated by Reference

Exhibit No. Exhibit Description Schedule/Form File Exhibit Filing Date
Number
10.22 Fiscal Year 2008 Variable Compensation Plan 8-K 0-23985 10.1 4/5/2007
10.23 2007 Equity Incentive Plan 8-K 0-23985 10.1 4/30/2007
31.1* Certification of Chief Executive Officer as required by

Rule 13a-14(a) of the Securities Exchange Act of 1934

31.2* Certification of Chief Financial Officer as required by
Rule 13a—-14(a) of the Securities Exchange Act of 1934

32.1#* Certification of Chief Executive Officer as required by
Rule 13a-14(b) of the Securities Exchange Act of 1934

32.2#* Certification of Chief Financial Officer as required by
Rule 13a—-14(b) of the Securities Exchange Act of 1934

* Filed Herewith

# In accordance with Item 601(b)(32)(ii) of Regulation S—K and SEC Release Nos. 33-8238 and 34-47986, Final Ru
Management's Reports on Internal Control Over Financial Reporting and Certification of Disclosure in Exchange Act Period
Reports, the certifications furnished in Exhibits 32.1 and 32.2 hereto are deemed to accompany this Form 10-Q and will not
deemed “filed” for purpose of Section 18 of the Exchange Act. Such certifications will not be deemed to be incorporated by referel
into any filing under the Securities Act or the Exchange Act, except to the extent that the registrant specifically incorporates it
reference.

Copies of above exhibits not contained herein are available to any stockholder upon written request to:
Investor Relations: NVIDIA Corporation, 2701 San Tomas Expressway, Santa Clara, CA 95050.
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EXHIBIT 31.1
CERTIFICATION
I, Jen—Hsun Huang, President and Chief Executive Officer, certify that:
1. I have reviewed this Quarterly Report on Form 10—-Q of NVIDIA Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleadin
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in .
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods prese
in this report;

4. The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedt
(as defined in Exchange Act Rules 13a-15 (e) and 15d-15 (e) and internal control over financial reporting as (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is ma
known to us by others within those entities, particularly during the period in which this report is being prepared,;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to t
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and |
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclu
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report base
such evaluation; and

(d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during tl
registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrar
internal control over financial reporting; and

5. The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control oy
financial reporting, to the registrant's independent registered public accounting firm and the audit committee of the registrar
Board (or persons performing the equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reportil
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financ
information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in t
registrant's internal control over financial reporting.

Date: May 24, 2007

[s/ JEN-HSUN HUANG
Jen—-Hsun Huang
President and Chief Executive Officer
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EXHIBIT 31.2
CERTIFICATION
[, Marvin D. Burkett, Chief Financial Officer, certify that:
1. | have reviewed this Quarterly Report on Form 10-Q of NVIDIA Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleadin
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in .
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods prese
in this report;

4. The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedt
(as defined in Exchange Act Rules 13a—-15 (e) and 15d-15 (e)) and internal control over financial reporting as (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is ma
known to us by others within those entities, particularly during the period in which this report is being prepared,;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to t
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and |
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclu
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report base
such evaluation; and

(d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during tl
registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrar
internal control over financial reporting; and

5. The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control oy
financial reporting, to the registrant's independent registered public accounting firm and the audit committee of the registrar
Board (or persons performing the equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reportil
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financ
information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in t
registrant's internal control over financial reporting.

Date: May 24, 2007

[s/ MARVIN D. BURKETT
Marvin D. Burkett
Chief Financial Officer
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EXHIBIT 32.1
CERTIFICATION

Pursuant to the requirement set forth in Rule 13a-14(b) of the Securities and Exchange Act of 1934, or the Exchange Act,
Section 1350 of Chapter 63 of Title 18 of the United States Code (18 U.S.C. § 1350), Jen—Hsun Huang, the President and C
Executive Officer of NVIDIA Corporation (the “Company”), hereby certifies that, to the best of his knowledge:

1. The Company's Quarterly Report on Form 10-Q for the quarter ended April 29, 2007, to which this Certification i
attached as Exhibit 32.1 (the “Periodic Report”), fully complies with the requirements of Section 13(a) of the Exchange Ac
and

2. The information contained in the Periodic Report fairly presents, in all material respects, the financial condition of tt
Company at the end of the period covered by the Periodic Report and results of operations of the Company for the per
covered by the Periodic Report.

Dated: May 24, 2007

[s/ JEN-HSUN HUANG
Jen—-Hsun Huang
President and Chief Executive Officer

A signed original of this written statement required by Section 906 has been provided to NVIDIA Corporation and will be retaine
by NVIDIA Corporation and furnished to the Securities and Exchange Commission or its staff upon request.

This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchan
Commission and is not to be incorporated by reference into any filing of the Company under the Securities Act of 1933, or t
Exchange Act (whether made before or after the date of the Form 10-Q), irrespective of any general incorporation language conta
in such filing.
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EXHIBIT 32.2
CERTIFICATION

Pursuant to the requirement set forth in Rule 13a-14(b) of the Securities and Exchange Act of 1934, or the Exchange Act,
Section 1350 of Chapter 63 of Title 18 of the United States Code (18 U.S.C. § 1350), Marvin D. Burkett, the Chief Financial Offic
of NVIDIA Corporation (the “Company”), hereby certifies that, to the best of his knowledge:

1. The Company's Quarterly Report on Form 10-Q for the quarter ended April 29, 2007, to which this Certification i
attached as Exhibit 32.2 (the “Periodic Report”), fully complies with the requirements of Section 13(a) of the Exchange Ac
and

2. The information contained in the Periodic Report fairly presents, in all material respects, the financial condition of th
Company at the end of the period covered by the Periodic Report and results of operations of the Company for the per
covered by the Periodic Report.

Dated: May 24, 2007

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

A signed original of this written statement required by Section 906 has been provided to NVIDIA Corporation and will be retaine
by NVIDIA Corporation and furnished to the Securities and Exchange Commission or its staff upon request.

This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchan
Commission and is not to be incorporated by reference into any filing of the Company under the Securities Act of 1933, or t
Exchange Act (whether made before or after the date of the Form 10-Q), irrespective of any general incorporation language conta
in such filing.
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