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1 Q. (Mr_Zimbron) Hello, thank you for making yourself available to speak to us
2 today. My name is Ricardo Zimbron and | am a Project Director at the CMA. |
3 will take us through some administrative points to start with ahead of
4 substantive discussion.
5 When the CMA carries out a phase 2 merger investigation, which is what we
6 are in now, an independent group is appointed to be the decision makers, and
7 we have three of those group members today: Martin Coleman, Ashleye Gunn,
8 and John Thanassoulis. They are online at the moment. | am also joined by a
9 number of my colleagues here at the CMA case team who will introduce
10 themselves when they speak.
11 In terms of today's discussion, as we discussed in our correspondence with
12 you, we are investigating this merger, and any information that you can provide
13 to us could be useful for our investigation and help us to better understand the
14 markets that the Parties operate in.
15 We expect that this call will last around an hour. It is our standard practice to
16 record calls like this. This is so that we have a good record of the call and we
17 can check what was said without needing to revert back to you. We will make
18 a transcript of our call available to you, and you will be able to correct any
19 inaccuracies or flag any information that you think is confidential. The
20 information that you provide may inform our published reports, or be included
21 in an anonymised published summary of customer and competitor responses,
22 or be included in other documents that it may be necessary to share with the
23 parties or other parties, but we will discuss this with you should it be necessary.
24 Before we start, | am afraid | have to give a disclaimer, which is the warning
25 that we give in every call with every third party in every merger investigation,
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1 which is that it is a criminal offence to supply information to the CMA that is
2 false or misleading in a material respect if you do so knowingly or recklessly,
3 under section 117 of the Enterprise Act 2002. That means, if we ask any
4 questions and you do not know the answer, then itis fine not to give a response,
5 or get back to us later.

6 Do you have any questions on any of this before we get started?

7 A (Mr Eisler) No.

8 |Q. (Mr Zimbron) Thank you so much for joining us, and | guess it would be great
9 if you could just briefly introduce yourselves before we get started.
10 |A. (Mr Teter) | am Tim Teter, | am the General Counsel. With me are two of my
11 colleagues in the Legal Department, Ben Damstedt and Azadeh Morrison, and
12 then | will let Jeff Fisher, who heads up our Gaming Team, and Phil Eisler, who
13 heads up the Cloud Gaming Team, introduce themselves.

14  |A. (Mr Fisher) Hi, | am Jeff Fisher, | run the gaming business at NVIDIA, Senior
15 VP of Gaming.

16 A (Mr Eisler) Hi, | am Phil Eisler, | am the Vice President and General Manager

17 of GeForce NOW Cloud Gaming at NVIDIA.

18 |A (Mr Doh) | am Hyunseok from Quinn Emanuel, Brussels.

19 A (Mr_Teter) It does not appear that Trevor Soames has joined us yet, but the
20 Quinn Team have told us that the CMA is interested in information, particularly
21 about cloud gaming and our perspective on cloud gaming, where we are and
22 where it is headed, so that is why we have Jeff and Phil here today. We have
23 put together a few slides but | will just give a brief one-minute overview of where
24 we are, and then, if it is okay with you, Phil can present our perspective, but as
25 Phil and Jeff will explain, we think cloud gaming is poised for success. |t

[page \* arabic]

CONFIDENTIAL — FTC Docket No. 9412 NVDA-MSFT-ACT-FTC00013231



PROTECT - COMMERCIAL

1 certainly cannot be dismissed as nascent or uncertain in any respect. The
2 technology is here. We have been working on it for many many years. The
3 customer gamer demand is here. Gamers worldwide use cloud gaming, and at
4 this point, what we and any cloud gaming service really needs is the content.
5 Gamers will not invest in cloud gaming without the content, but the demand is
6 there otherwise. The technology is there too. Today, as Phil will explain, AAA
7 games are really more important than ever. These games - oftentimes
8 multiplayer games - are massive endeavours that require huge investment and
9 developer time and money, in some respects. They are as complicated, in
10 terms of script, content and technology, as major motion pictures. So, those
11 AAA games are really critical, and Activision's library is one of the most popular
12 among gamers, especially gamers who crave the ability to use online gaming,
13 and many gamers view all or part of Activision Blizzard's portfolio really as a
14 'must have'. If they do not have it, they are not interested in signing up for a
15 service.
16 As you also probably have learned in your investigation, independent
17 publishers, like Activision, have fundamentally different incentives to first party
18 publishers. First-party publishers are publishers that are owned entirely by a
19 particular platform, so that would be the shops, the design teams that Microsoft
20 owns. Their incentives are completely different. If Activision or any
21 independent publisher stays independent, they have a strong incentive to make
22 their library available as widely as possible, including on services such as
23 GeForce NOW, but of course, if they are first-party owned, that incentive
24 disappears.
25 So, | think Ben and Phil will now take us through it.
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1 to them. So, we have really solved the latency problem of cloud gaming, and
2 from a technical standpoint, we think the market is ready to take off.
3 It has, of course, other benefits, in that it makes gaming more accessible, so
4 that you do not have to download and install the game and update the game,
5 so it is far more convenient. Affordability is a big factor too. There has been a
6 fairly publicised statement that Moore's Law is dead, and Moore's Law had
7 several aspects to it; the most famous one being that the number of transistors
8 doubles. Historically, the cost of transistors also came down roughly by half,
9 but that is no longer the case. The cost of transistors is actually going up. At
10 the same time, GPUs are needing more and more transistors, and so the cost
11 of each GPU generation is now going up, making it more difficult for gamers to
12 afford the latest generation GPU. So, one of the benefits of cloud gaming is
13 that, since it is a shared computing environment, it offers the opportunity to give
14 consumers lower cost access to the next generation gaming hardware to play
15 the newest games, and we are seeing games start to take advantage of the
16 bigger GPU's more memory, to the point where in the future, we see games
17 that might only run in the Cloud due to the ability to store large amounts of data
18 and have large memory and be able to afford these larger and larger GPUs as
19 we go forward. So, we think that cloud gaming is a very important part of the
20 future of video games in general.
21 We have been working at various stages. We started off with a beta. It was a
22 free beta. We had a large number of publishers who participated in that beta,
23 who were very interested in learning with us about cloud gaming, including
24 Activision, Bethesda and Microsoft with Minecraft, and so it was very popular,
25 and at some point we had to commercialise the service, so we came out of beta
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1 has been going up for the last few generations, while the transistor counts are
2 still going up, which means that for GPUs which have one of the larger dies and
3 the bigger transistor budgets, the costs are going up, and so that leans into the
4 benefit of cloud gaming, that in a shared computing environment, people will be
5 able to afford it more easily. Also for the client devices, they are having to
6 economise on the number of transistors that they can dedicate to GPUs, which
7 means that they are not as able to play the latest games. So, it is going to
8 make, we think, more and more sense, because of the end of Moore's Law, to
9 have bigger GPUs in the Cloud, streaming to clients that have lighter GPU
10 transistor budgets.
11 | mentioned earlier that NVIDIA has largely solved the technical challenges of
12 cloud gaming, including latency. One thing | forgot to mention is that we are
13 not doing it just by ourselves; | think the network industry is also helping. With
14 the deployment of fibre more broadly around the world, the advances of
15 DOCSIS on the cable side have increased bandwidth. Nielsen's Law, which is
16 alive and well, says that the end users' bandwidth is doubling every couple of
17 years, but in addition to the bandwidth improvements, they are also improving
18 latency inconsistency. There is something called 'Low Latency DOCSIS', and
19 a similar standard for 5G wireless, as well as over fibre optics, that is focusing
20 on low latency, low loss, so there are new standards coming that are going to
21 improve latency and consistency, which will also benefit cloud gaming on the
22 network side, so we are supported by the entire network industry, from the
23 equipment manufacturers to the service operators of broadband and mobile,
24 that are making the networks better and better able to deliver high bandwidth
25 with great consistency, which is fantastic for improving the end quality of cloud
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Key to punctuation used in transcript

- Double dashes are used at the end of a line to indicate that the
person’s speech was cut off by someone else speaking

Ellipsis is used at the end of a line to indicate that the person tailed off
their speech and didn’t finish the sentence.

- XX XX XX - A pair of single dashes are used to separate strong interruptions from
the rest of the sentence e.g. An honest politician — if such a creature
exists — would never agree to such a plan. These are unlike commas,
which only separate off a weak interruption.

- Single dashes are used when the strong interruption comes at the end
of the sentence, e.g. There was no other way — or was there?
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