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CFO Commentary on Annual and Fourth Quarter Fiscal Year 2012 Results 

 

The following information has been prepared on a GAAP basis except where noted.  

 

FY 2012 SUMMARY 

 

(in millions except per share 

data) 

 FY12   

GAAP 

FY11         

GAAP 

FY12 

NON-GAAP 

FY11 

NON-GAAP 

Revenue $3,997.9 $3,543.3 $3,997.9 $3,543.3 

Gross Margin 51.4% 39.8% 51.9% 45.1% 

Operating Expenses $1,408.2 $1,153.3 $1,245.7 $1,096.4 

Net Income $581.1 $253.1 $734.4 $476.4 

Earnings Per Share $0.94 $0.43 $1.19 $0.81 

 

GAAP net income grew 129.5 percent, resulting in earnings of $0.94 per diluted share, an increase of 

118.6 percent over the prior fiscal year of $0.43 per diluted share.  

 

Non-GAAP net income grew 54.2 percent, resulting in earnings of $1.19 per diluted share, an increase of 

46.9 percent over the prior fiscal year of $0.81 per diluted share.  Non-GAAP earnings excluded certain 

charges or credits, as applicable in the fiscal year, and the tax impact associated with such items, 

including: stock-based compensation, amortization of acquisition-related intangible assets, other 

acquisition-related costs, a weak die/packaging material set charge, and legal settlements. 

 

The growth in earnings over the prior fiscal year was largely attributable to the success of our consumer 

GPU business, led by strength in our Fermi-generation GPUs in desktop and notebook, and our royalty 

revenues related to our patent cross licensing agreement with Intel.   

 

REVENUE 

 

(in millions)  FY 2012 FY 2011 Y/Y% 

GPU $2,542.4 $2,527.1 0.6% 

Professional Solutions 864.3 818.6 5.6% 

Consumer Products 591.2 197.6 199.2% 

Total $3,997.9 $3,543.3 12.8% 

 

Revenue for fiscal 2012 was $4.00 billion, up 12.8 percent from $3.54 billion in the prior fiscal year.  This 

increase was largely attributable to significant growth in our Consumer Products business - which 

includes our Tegra® smart phone and tablet products, Icera® baseband processors and RF transceivers, 

our embedded products, and license, royalty, and other revenue associated with game consoles - which 

increased 199.2 percent over the prior fiscal year.  Our Consumer Products business was greatly 

accelerated in fiscal year 2012 with the success of our Tegra 2 dual-core products for smart phones and 

tablets.   

 

Our consumer GPU business – which includes desktop, notebook, memory, chipset (MCP) products and 

revenue from our patent cross license agreement with Intel - grew 0.6 percent over the prior fiscal year.  
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This growth was despite the significant decline in our chipset product revenue as we discontinued these 

product lines.  Excluding chipset product revenue, our consumer GPU business grew 27.4 percent over 

the prior fiscal year.  This growth was largely attributable to strength in desktop and share gain in 

notebook Fermi™-generation GPUs.  

 

In fiscal 2012, we recognized $220.0 million in revenue from a patent cross licensing agreement with 

Intel that provides in aggregate $1.58 billion in revenue to be recognized over the six-year term.   

 

Our Professional Solutions business – which includes workstation graphics and computing - had record 

revenue in fiscal year 2012 of $864.3 million, an increase of 5.6 percent over the prior fiscal year of 

$818.6 million.  This increase was driven by a record revenue year in our Quadro® professional graphics 

business.   

 

GROSS MARGIN 

We had record gross margins for the fiscal year 2012 with GAAP gross margin for the fiscal year of 51.4 

percent, up 11.6 percentage points from the prior fiscal’s GAAP gross margin of 39.8 percent.  Non-

GAAP gross margin, which excluded, as applicable in the fiscal year, stock-based compensation, a net 

charge associated with a weak die/packaging material set, and a legal settlement charge, was 51.9 

percent compared with 45.1 percent in the prior year, up 6.8 percentage points.   

 

EXPENSES AND OTHER 

GAAP operating expenses for fiscal 2012 were $1.41 billion, up $254.9 million from the prior year of 

$1.15 billion.  Non-GAAP operating expenses for fiscal 2012 were $1.25 billion, up $149.3 million from 

the prior year of $1.10 billion.  Non-GAAP operating expenses excluded certain charges or credits, as 

applicable in the fiscal year, including: stock-based compensation, amortization of acquisition-related 

intangible assets, other acquisition-related costs, a weak die/packaging material set charge, and a legal 

settlement.  The increase in operating expenses over the prior year was primarily due to investments 

made in our Consumer Products business to build our next generation mobile computing architecture, 

Tegra 3, as well to build our next generation GPU architecture, Kepler™, and other key initiatives to fuel 

our future growth. 

 

Non-GAAP operating expenses excluded: 

 

(Impact on opex/millions) FY 2012 FY 2011 

Stock-based compensation $125.0 $92.0 

Amortization of acquisition-related intangible 

assets 
$17.2 $9.2 

Other acquisition-related costs  $20.3 $0.0 

Net charge from a weak die/packaging 

material set 
$0.0 $12.7 

Legal settlement $0.0 $(57.0) 

Total $162.5 $56.9 

 

GAAP income tax expense for the fiscal year was $82.3 million, an effective tax rate of 12.4 percent. 

Non-GAAP income tax expense, excluding stock-based compensation, amortization of acquisition-

related intangible assets, other acquisition-related costs, and a legal settlement charge, was $110.1 

million or an effective tax rate of 13.0 percent. 
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Q4 FY 2012 SUMMARY 

  

(in millions except per share 

data) 

 Q4 FY12   

GAAP 

Q3 FY12         

GAAP 

Q4 FY12 

NON-GAAP 

Q3 FY12 

NON-GAAP 

Revenue $953.2 $1,066.2 $953.2 $1,066.2 

Gross Margin 51.4% 52.2% 52.5% 52.5% 

Operating Expenses $367.7 $359.6 $325.2 $317.6 

Net Income  $116.0 $178.3 $158.1 $217.0 

Earnings Per Share $0.19 $0.29 $0.26 $0.35 

 

GAAP net income decreased 34.9 percent, with earnings of $0.19 per diluted share, a decrease of 34.5 

percent over the prior quarter of $0.29 per diluted share.  

 

Non-GAAP net income decreased 27.1 percent, with earnings of $0.26 per diluted share, a decrease of 

25.7 percent over the prior quarter of $0.35 per diluted share.  Non-GAAP earnings excluded certain 

charges or credits, as applicable in the fiscal quarter, and the tax impact associated with such items, 

including: stock-based compensation, amortization of acquisition-related intangible assets, other 

acquisition-related costs, and a legal settlement.  

 

The decrease in our earnings as compared with the prior quarter was primarily due to the negative 

impact of the global hard disk-drive (HDD) shortage and the decline of our Tegra 2 mobile business 

ahead of the production ramp of devices based on the Tegra 3 processor, which reduced our sales 

volume and revenue in certain segments of our business. 

 

REVENUE 

 

(in millions) Q4 FY12 Q3 FY12 Q/Q% 

GPU $621.5 $644.8 -3.6% 

Professional Solutions 221.9 230.3 -3.6% 

Consumer Products 109.8 191.1 -42.5% 

Total $953.2 $1,066.2 -10.6% 

 

Revenue for fourth quarter of fiscal 2012 was $953.2 million, down 10.6 percent from $1.07 billion in 

the prior quarter.   

 

Our consumer GPU business – which includes desktop, notebook, memory, chipset (MCP) products and 

license revenue from our patent cross license agreement with Intel – was down 3.6 percent as 

compared with the previous quarter, at $621.5 million.   

 

The decline in our GPU business over the prior quarter was largely attributable to the impact the global 

HDD shortage had on the PC industry.  As a result, our mainstream desktop and notebook GPU 

businesses suffered, with a decline in sales volume and revenue over the prior quarter.   

 

Revenue for our Professional Solutions business – which includes workstation graphics and computing – 

was down 3.6 percent from the prior quarter, at $221.9 million.  Revenue from our Quadro professional 

graphics business decreased slightly as compared with our record revenue achieved in the prior quarter.  

Revenue from our Tesla® business increased slightly over the prior quarter. 
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Our Consumer Products business – which includes Tegra smart phone and tablet products, Icera 

baseband processors and RF transceivers, our embedded products, and license, royalty, and other 

revenue associated with game consoles – was down 42.5 percent over the prior quarter, at 

$109.8 million.  The decrease was primarily related to the decline in our Tegra 2 mobile business ahead 

of the production ramp of devices based on our Tegra 3 processors.  Our game console royalties also 

decreased significantly in the current quarter due primarily to seasonality, as well as some impact 

believed to be a result of the HDD shortage, as each game console requires a HDD.  

 

GROSS MARGIN 

GAAP gross margin for the quarter was 51.4 percent, down 0.8 percentage points from the prior 

quarter’s GAAP gross margin of 52.2 percent and lower than our original expectations as a result of an 

additional charge related to a legal settlement with Rambus, not originally anticipated.  Non-GAAP gross 

margin, which excluded stock-based compensation and a legal settlement charge, was 52.5 percent, 

maintaining our record gross margin on a non-GAAP basis reached in the prior quarter of 52.5 percent. 

 

Our gross margins remained very strong in the quarter as a result of continued strength in the high-end 

segments of our desktop GPU and Quadro professional graphics businesses.       

  

EXPENSES AND OTHER 

 

GAAP operating expenses for the fourth quarter were $367.7 million, up $8.1 million from the prior 

quarter of $359.6 million.  Non-GAAP operating expenses were $325.2 million, up $7.6 million from the 

prior fiscal quarter of $317.6 million.  Non-GAAP operating expenses excluded certain charges or credits, 

as applicable in the fiscal quarter, including: stock-based compensation, amortization of acquisition-

related intangible assets, and other acquisition-related costs.  

 

The increase in our operating expenses over the prior quarter was in support of ramping new generation 

products on 28nm into production and planned hiring to support our strategic businesses.  

 

Non-GAAP operating expenses excluded: 

 

(Impact on opex/millions) Q4 FY12 Q3 FY12 

Stock-based compensation $32.4 $30.2 

Amortization of acquisition-related intangible 

assets 
$5.0 $5.4 

Other acquisition-related costs  $5.1 $6.4 

Total $42.5 $42.0 

 

GAAP income tax expense for the quarter was $8.6 million, an effective tax rate of 6.9 percent. Non-

GAAP income tax expense, excluding stock-based compensation, amortization of acquisition-related 

intangible assets, other acquisition-related costs, and a legal settlement charge, was $19.3 million or an 

effective tax rate of 10.9 percent.  Our GAAP and non-GAAP income tax expense were both below our 

original estimates, driven primarily by an increase in profits above our expectations within jurisdictions 

where the statutory tax rate is less than the U.S. statutory rates, and the catch-up adjustment necessary 

in the current quarter for the related annual effective tax rate of 12.4 percent and 13.0 percent on a 

GAAP and non-GAAP basis, respectively. 
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BALANCE SHEET 

Cash, cash equivalents and marketable securities at the end of the quarter were $3.13 billion, up 13.9 

percent or $381.2 million over the prior quarter and up 25.7 percent or $639.0 million over the prior 

fiscal year.  The increase in the quarter and the fiscal year was primarily due to the strength in our 

business and the resulting cash flow from operating activities of $410.5 million in the current quarter 

and $909.2 million in the fiscal year.  

 

Accounts receivable at the end of the quarter were $336.1 million, down 9.5 percent from $371.3 

million in the prior quarter, and down 3.6 percent from $348.8 million in the prior year.  Our DSO at the 

fourth and third quarter of fiscal 2012 was 32 days.  Our DSO for the fiscal year 2012 was 31 days, down 

5 days as compared with our DSO for fiscal year 2011 of 36 days.  We experienced improved shipment 

linearity in fiscal 2012 as well as continued strong receivable collections.  

 

Inventories at the end of the quarter were $340.3 million, up 6.5 percent from $319.6 million in the 

prior quarter, and down 1.5 percent from $345.5 million in the prior year.  Our DSI at quarter-end was 

67 days, up 10 days from 57 days in the prior quarter.  Our DSI for fiscal years 2012 and 2011 was 64 

days and 59 days, respectively.  Our DSI increased as we ramped production builds for new generation 

products and transitioned to 28nm.  

 

Depreciation and amortization expense for the fourth quarter amounted to $51.9 million.  Capital 

expenditures were $45.2 million. 

 

Cash flow from operating activities was $410.5 million in the fourth quarter, up 68.0 percent or $166.1 

million compared with $244.4 million in the prior quarter.  For the fiscal year 2012, cash flow from 

operating activities was $909.2 million, up 34.5 percent or $233.4 million compared with $675.8 million 

in the prior fiscal year.  The increase over the prior quarter was primarily related to the annual royalty 

payment we received during the quarter under a patent cross licensing agreement with Intel.  The 

increase over the prior year was primarily attributable to an increase in our net income.  

  

FIRST QUARTER OUTLOOK  

Our outlook for the first quarter of fiscal 2013, is as follows: 

• Revenue is expected to be between $900 million and $930 million  

 

• GAAP gross margins are expected to be 49.2 percent, plus or minus 1 percentage point; non-

GAAP gross margins are expected to be 49.5 percent, plus or minus 1 percentage point  

 

• GAAP operating expenses are expected to be approximately $383 million; non-GAAP operating 

expenses are expected to be approximately $340 million  

 

• GAAP and non-GAAP tax rates are expected to be approximately 20 percent for the fiscal year 

2013; and approximately 16 percent for the year, if the research tax credit is reinstated into U.S. 

tax law.  Our annual projected tax rates reflect our expectation for the quarter, excluding any 

discrete tax events that may occur, which, if realized, may increase or decrease our GAAP and 

non-GAAP tax rates. 

We estimate depreciation and amortization for the first quarter to be approximately $52 million to 

$56 million.  Capital expenditures are expected to be in the range of $35 million to $45 million. 
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Diluted shares for the first quarter are expected to be approximately 622.5 million. 

 

______________ 

 

 

For further information, contact: 

 

Rob Csongor Robert Sherbin 

Investor Relations Corporate Communications 

NVIDIA Corporation NVIDIA Corporation 

(408) 566-6373 (408) 566-5150 

rcsongor@nvidia.com rsherbin@nvidia.com  
 

Non-GAAP Measures  

To supplement NVIDIA’s Condensed Consolidated Statements of Operations and Condensed 

Consolidated Balance Sheets presented in accordance with GAAP, the company uses non-GAAP 

measures of certain components of financial performance. These non-GAAP measures include non-

GAAP gross profit, non-GAAP gross margin, non-GAAP operating expenses, non-GAAP income tax 

expense, non-GAAP net income, and non-GAAP net income, or earnings, per share.  In order for 

NVIDIA’s investors to be better able to compare its current results with those of previous periods, the 

company has shown a reconciliation of GAAP to non-GAAP financial measures. These reconciliations 

adjust the related GAAP financial measures to exclude legal settlements, a charge related to the weak 

die/packaging material set that was used in certain versions of the NVIDIA’s previous generation chipset 

(MCP) and GPU products, net of insurance reimbursement, stock-based compensation, amortization of 

acquisition-related intangible assets, other acquisition-related costs, and the associated tax impact of 

these items, where applicable.  NVIDIA believes the presentation of its non-GAAP financial measures 

enhances the user's overall understanding of the company’s historical financial performance. The 

presentation of the company’s non-GAAP financial measures is not meant to be considered in isolation 

or as a substitute for the company’s financial results prepared in accordance with GAAP, and our non-

GAAP measures may be different from non-GAAP measures used by other companies. 
 

Certain statements in this CFO Commentary including, but not limited to, statements as to: the company’s financial outlook for 

the first quarter of fiscal 2013; impact of key initiatives to fuel future growth; and seasonal strength for our products are 

forward-looking statements that are subject to risks and uncertainties that could cause results to be materially different than 

expectations.  Important factors that could cause actual results to differ materially include: global economic conditions; our 

reliance on third parties to manufacture, assemble, package and test our products; the impact of technological development 

and competition; development of new products and technologies or enhancements to our existing product and technologies; 

market acceptance of our products or our partners products; design, manufacturing or software defects; changes in consumer 

preferences or demands; changes in industry standards and interfaces; unexpected loss of performance of our products or 

technologies when integrated into systems; as well as other factors detailed from time to time in the reports  NVIDIA files with 

the Securities and Exchange Commission, or SEC, including its Form 10-Q for the fiscal period ended October 30, 2011.   Copies 

of reports filed with the SEC are posted on the company’s website and are available from NVIDIA without charge.  These 

forward-looking statements are not guarantees of future performance and speak only as of the date hereof, and, except as 

required by law, NVIDIA disclaims any obligation to update these forward-looking statements to reflect future events or 

circumstances. 

 

# # # 

© 2012 NVIDIA Corporation. All rights reserved. NVIDIA, the NVIDIA logo, Quadro, Tesla, Tegra, Fermi and Kepler 
are trademarks and/or registered trademarks of NVIDIA Corporation in the U.S. and/or other countries.  Other 
company and product names may be trademarks of the respective companies with which they are associated. 
Features, pricing, availability, and specifications are subject to change without notice.  
 



                NVIDIA Fiscal 2012 Fourth Quarter Results

January 29, October 30, January 30, January 29, January 30,

2012 2011 2011 2012 2011

GAAP gross profit 490,013$             556,717$             426,359$             2,056,517$          1,409,090$          

  GAAP gross margin 51.4% 52.2% 48.1% 51.4% 39.8%

Stock-based compensation expense included in cost of revenue (A) 3,048                   3,049                   1,726                   11,322                 8,308                   

Legal settlement (D) 7,300                   -                          -                          7,300                   -                          

Net charge against cost of revenue arising from a weak die/packaging 

material set  (B)

-                          -                          -                          -                          181,193               

Non-GAAP gross profit 500,361$             559,766$             428,085$             2,075,139$          1,598,591$          

  Non-GAAP gross margin 52.5% 52.5% 48.3% 51.9% 45.1%

GAAP operating expenses 367,696$             359,627$             246,581$             1,408,218$          1,153,343$          

Stock-based compensation expense included in operating expense (A) (32,388)               (30,180)               (23,640)               (125,032)             (92,045)               

Amortization of acquisition-related intangible assets (5,041)                 (5,399)                 (2,295)                 (17,190)               (9,182)                 

Net charge against operating expenses arising from a weak die/packaging 

material set  (B)

-                      -                      -                      -                          (12,705)               

Other acquisition-related costs (C) (5,052)                 (6,413)                 -                      (20,282)               -                          

Legal settlement (D) -                      -                      57,000                 -                          57,000                 

Non-GAAP operating expenses 325,215$             317,635$             277,646$             1,245,714$          1,096,411$          

GAAP net income 116,025$             178,273$             171,651$             581,090$             253,146$             

Total pre-tax impact of non-GAAP adjustments 52,829                 45,041                 (29,339)               181,126               246,433               

Income tax impact of non-GAAP adjustments  (10,718)               (6,302)                 126                     (27,810)               (23,165)               

Non-GAAP net income 158,136$             217,012$             142,438$             734,406$             476,414$             

Diluted net income per share

GAAP 0.19$                   0.29$                   0.29$                   0.94$                   0.43$                   

Non-GAAP 0.26$                   0.35$                   0.24$                   1.19$                   0.81$                   

Shares used in diluted net income per share computation 618,599               613,560               601,559               616,371               588,684               

Metrics:

Graphics Processing Unit (GPU) revenue 2,542,430$          2,527,144$          

Chipset product revenue (197,417)             (687,033)             

GPU revenue excluding chipset products 2,345,013$          1,840,111$          

GAAP Revenue 3,997,930$          3,543,309$          

Chipset product revenue (197,417)             (687,033)             

Revenue excluding chipset products 3,800,513$          2,856,276$          

January 29, October 30, January 30, January 29, January 30,

2012 2011 2011 2012 2011

Cost of revenue 3,048$                 3,049$                 1,726$                 11,322$               8,308$                 

Research and development 20,908$               19,308$               14,724$               80,502$               57,974$               

Sales, general and administrative 11,480$               10,872$               8,916$                 44,530$               34,071$               

(A) Excludes stock-based compensation as follows: Three Months Ended  Twelve Months Ended  

(B) Excludes a charge related to the weak die/packaging material set, net of insurance reimbursement.

(C) Other acquisition-related costs are comprised of transaction costs, compensation charges and restructuring costs related to the acquisition of Icera, Inc. that was completed on June 10, 2011. 

(D) Excludes legal settlement charges and benefits as follows:

      On February 7, 2012, the Company and Rambus entered into a licensing agreement and both parties also agreed to settle all outstanding legal disputes.  For accounting purposes, an additional charge 

of $7.3 million associated with the fair value prescribed to the settlement portion was recognized for the year ended January 29, 2012. 

      On January 10, 2011, the Company and Intel entered into a new six-year cross licensing agreement and both parties also agreed to settle all outstanding legal disputes.  For accounting purposes, the 

fair valued benefit prescribed to the settlement portion was $57.0 million.

 NVIDIA CORPORATION 

 RECONCILIATION OF GAAP TO NON-GAAP FINANCIAL MEASURES 

 (In thousands, except per share data) 

 (Unaudited) 

 Three Months Ended   Twelve Months Ended  

(table follows)



NVIDIA Fiscal 2013 First Quarter Outlook 

 Q1 FY2013 Outlook 

  GAAP gross margin 49.2%

Impact of stock-based compensation (A) 0.3%

  Non-GAAP gross margin 49.5%

 Q1 FY2013 Outlook 

(In millions)

GAAP operating expenses 383.0$                             

Stock-based compensation expense included in operating expense (34.0)                                

Amortization of acquisition-related intangible assets (4.2)                                  

Other acquisition-related costs (B) (4.8)                                  

Non-GAAP operating expenses 340.0$                             

 NVIDIA CORPORATION 

 RECONCILIATION OF GAAP TO NON-GAAP OUTLOOK 

(A) Represents $2.8 million of stock-based compensation expense included in cost of revenue.

(B) Other acquisition related costs are comprised of transaction costs, compensation charges and restructuring 

costs related to the acquisition of Icera, Inc. that was completed on June 10, 2011. 

(End)


