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Iltem 5. Other Events.

on October 11, 2000, Advanced Miczro Devices, Inc. {the "Company") announced
ite third guarter sales, The Company reported record net income of $408,567,000
on record salea of $1,206,543,000 for its third quarter ended October 1, 2000.
Net income amounted to $1.18 per diluted share. The full text of the press
release is set forth in Exhibit 99.) attached hereto and is incorporated in this
report as if Fully set forth harein.

Ttem 7. Financial Stakements, Pro Forma Fimancial Information and Exhibits.

te) Exhibits
Number Exhibit
95,1 Press release dated October 11, 2000,
4
SIGNATURES

Pursuant to the requirements of the Securities Exchanbe Act of 1334, the
registrant has duly caused this report ko be signed on its behalf by the
undersigned hereunto duly authorized.

ADVARCED MICRO DEVICES, INC.

Date: October 18, 2000 By: /s/ Robert J, Rivet

Robert J, Rivet
Senior Vice President, Chlef Financisl
Officer
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Exhibit 58.1
WEWS RELEASE

CONTACT ¢

John Greenagel

Strategic Communications
{408) 749-3310

Toni Beckham
Investor Relations
(408) 745-3127

AMD REPORTS THIRD QUARTER RESULTS

AMD} reports record sales, record operating income, and record net income of
5409 millicn; sales up by 82 percent from third quarter of 1999 -

SUNNYVBLE, CA -~ Cctober 11, 2000 -— AMD todasy reported reccerd sales of
$1, 206,549,000, record operating income of $262,844,000, and record net income
of §408,567,000 for the quarter ended October 1, 2000. Net income amounted to
$1,16 per diluted share. The company's third-quarter results included a one-time
gain of $336,899,000 resulting from the sale of the company’s voice
communications business {Legerity) during the quarter, and charges of
522,980,000 relating to the retirement of senior secured notes. WNet income
excluding one-time gains and charges was $219,301,000, or $0.64 per diluted
share, also a record.

Aggregate sales of the company's flagship products - PC processors and
tlash memory devices - more than doubled from the third quarter of 1999, and
grew by more than 10 percent sequentially from the second quarter of 2000. Total
sales grew by 82 percent from the third cquarter of 199%. Notwithstanding the
absence of sales from the company’s voice communications business, which was
sold during the guarter, total sales grew by slightly moze than 3 percent from
the immedipte~prior quarter,

“more—

In the Lmmediate-prior quarter, AMD reported sales of §1,170,437,000,
operating income of $250,197,000, and net income of $207,142,000, or $0.&0 per
diluted share, In the like period of 1589, BMD reported sales of $662,152,000,
an operating loss of $98,990,000, and net loss of $105,545,000, or a loss of
$0.36 per share.

For the first nine months of 2000, AMD reported sales of 53,463,015,000,
operating income of $693,710,000, and net income of 5805,058,000, or $2.36 per
diluted shars. For the same period of 1993, BMD reported total sales of
$1,888,894,000, an operating loss of $392,642,000, a net loss of $154,016,000,
or a loss of 50.52 per share. The results for the first nine months of 1999
included a ope~time, after—-tax gain of $259,236,000 from the sale of Vantis
Corporation, and restructuring and other special charges of $32,530,000.

The earnings per share and number of shares used in the earnings-per-share
data for all periods prasented reflect the two-for-one stock split that was
effective August 21, 2000.

"Sales growth was led by continuing extraordinary demand for AMD flash
memory devieces, whose sales more than doubled over the same period of 19%P and
grew by 17 percent seguentially on record unit sales,” said W.J. Sanders III,
chairman and chief executive officer. "Demand for AMD flash memory products
continues to exceed supply. Demand also continues to be broadly based,;
reflecting strength in cellular telephones, set—top boxes, autcmotive
zpplications, Internet infrastructure products, and mobile Internet appliances.

"In a tougher market than anticipated, AMD achieved record PC processor
revenues on record unit sales, which were up more than 50 percent year-on-year
and 10 percent Sequentially," Sanders said. "We centinued our excellent
operational execution and met our aggressive goal of sequentizlly doubling
combined AMD Athlon {(TM) and AMD Duron{TM} processcr sales to more than 3.6
million units. Our position as the reliable provider of the world's fastest PC
processors contributed immensely to our success in gaining market share
worldwide, particularly in the performance sector.

-more—
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"Phe newest version of the AMD Athlon processor, featuring performance-~

Source: ADVANCED MICRO DEVIC, 8-K, October 20, 2000



ephancing on~chip L2 cache memory, is an overwhelming success, and demand
remains strong..The recently introduced AMD Puron processor is the performance
leader in the value space, and is on the steepest ramp of unit shipments of any
procegsor in AMD's history. We contimue to work closely with our custemers and
infrastructure partners to meet the challenge of providing the best performing
personal computers akt all price points," Sanders concluded.

The company's total bockings in the third guarter were a record, with a
book~to~hill ratic greater than i:l.

Current Outlook

The company's cutlook statements are bhased on current expectations. The
following statements are forward-loocking, and actual results could differ
materially. The company's current outlook is based on the following projections
for its flagship products.

In the fourth quarter, the company again expeckts to sell out its production
of AMD Athlon processors. The company expects that sales of AMD Athlon
processors, AMD Duron processors, and PC processors in the aggregate will set
new records, individually and collectively, in both units and dollars,. For the
year, the company expects that tctal sales of PC processors will easily exceed
earlier projections of 25 millien units, with the final tally projected to be
approximately 28 million vmits, compared to last year's 1B.B million units. The
company projects that sales of AMD PC processors will be between 8 and 3 million
units in the fourth guarter based on a total market projected to be betwean 43
and 45 million units.

The company's production capacity ramp will be the limiting factor in
growth in sales of AMD flash memory products in the fourth guarter, The company
projects that demand for BMD flash memory products will continue to exceed
supply for the foreseeable future,

The company projects that total sales will grow in the high-single-digit
range Sequentially, resulting in annual sales of approximately $4.8 billion,
compared to approximately $2,9 billion in 1999, :

-more~

AMD Telecanference

AMD will hold a telecenference for the financial commynity at 2:30 PH
Pacific Paylight Time today to discuss third-quarter financial results. AMD will
provide a real-time audio broadcast of the teleconference on the Investor
Relations page of its web site at http://www.amd.com or

https://www.streetfusion.com. The webcast will be available for two weeks after

the teleconference.

BMD will also provide a telephone recording of the teleconference, which
will be available at approximately 4:30 PM PDT today. Interssted persons may
listen to the playback of the teleconference by calling the following tell-free
number: L-800-633-B284 and entering the code number 163990394,

Cautionary Statement

This release contains forward-looking statements, which are made pursuant
to the safe harbor provisions of the Private Securities Litigation Reform Act of
1995, Investors are cautioned that Forward-looking statements in this release
invelve risks and upcertainty that could cause actual results te differ
materially from current expectations. There can be no assurance that demand for
the company's products will continuwe at current or greater levels, or that the
company will continue to grow revenues, operating profit, or earnings. There are
also risks that the company will not be able to produce the AMD Athlon and AMD
puron processors in the volume, speed mix or with the feature set necessary to
meet customer requirements and the company's plans and goals; that Intel
Corporation pricing, marketing programs, new product introductions or other
activities targeting the company’'s processors business will prevent attainment
of the company's current processor sales plans; that third parties may not
provide timely or adeqguate infrastructure solutions to support the AMD Athlon
and BMD Duron processors; that the company will not he able toe grow demand for
its PC processors sufficiently to utilize fully its processor production
capacity; and that uncertaln global economic conditions or Middle Bast tensions
will cause lower than expected demand for the company's prodncts. We urge
investors to review in deteil the risks and uncertainties im the company's
Securities and Brechange Commission filings, including but not limited to the
report on Form 10-K Eor the year ended December 26, 19835.

-Rore~

Bhout, AMD

Source: ADVANCED MICRO DEVIC, 8-K, Octobar 20, 2000



AMD is 2 global supplier of integrated circuits for the personzl and
retworked computer and commupications markets with manufacturing facilities in
the United Stales, Europe, Japan, and Asia. AMD produces microprocessors, flash
memory devices, and support circuitry for communications and networking
applications, Founded in 1969 and based in Supnyvale, California, AMD had
revenues of $2.9 billion in 1999. (NYSE: AMD}.

Y -

WORLD WIDE WEB: Press amnouncements and other information about AMD aQe
available on the Internet via the World Wide Web. Type httpi//www,amd.com ak

the URL prompt.

NOTE TO EDITOR: Readers may obtain additional information by calling 1-800-222~
323 or 408-749~3060. Technical Support Emzil: hw.support@amd.com !

AMD, the AMD logo, and combinatiens thereof are trodemarks of Advanced Micro

Devices, Inc. in the Upited States and other jurisdictions.

Advanced Micro Devices, Inc.
CORSOLIDATED STATEMENTS OF OPERATIONS
{Thousands except per share amounts)

Cuarter Ended

Hine Menths Ended

{Unaudited) {Unandited)
ozk, 1, Jul. 2. sept, 26, oct, 1, Sept., 26,
2000 2000 1698 2000 1899
Het sales § 1,206,549 $ 1,170,437 § 662,192 § 3,469,015 $ 1,888,899
Cost of sales 539,010 512,567 474,519 1,857,334 1,382,889
Research and develppment 162,768 155,651 157,626 479,712 484,850
Mazketing, gepneral and
administrative 141,831 152,022 128,437 438,259 381,267
Restructuring and other
special charges - - - - 32,530
343,70% 920,240 TEL,1B2 2,775,308 2,281,836
Gperating income {loss) 262,844 250,187 {98,990} 693,710 {392,642)
Gain eon sale of Legoriby ¥36,88% - - 336,899 -
Grin on zale of Vantlsg - - - - 432,059
Interest income and other, net 19,7849 1%,93% 8,157 50,852 24,777
Interest axpense (17,382) (11,244} {14,033} {40,105) {56,883}
Income {leoss) before income taxes,
equity in jeint venturs and
extracrdinary item 602,150 258,338 {110, 266) 1,051,356 7,311
Previgion for inceme taxes £75,00% 81,778 - 226,787 167,350
Income (leoss) before equity in joint
ventura and extraofdinary item 427,142 207,110 {110, 265) 824,569 (160,038}
Equity in joint ventuxse . 4408 32 4,72% 3,469 6,023
Income (logs) beFore extraordinary item 43,547 207,142 (105,545) 828,038 (154,016)
Extracrdinary item ~ dabt retirement
net of tax behefit 22,980 - w 22,980 -
Het income (loas) - $ 408,567 § 207,142 5 (105,545 $ &05,058 § (154,016)
Het inceme (loss) per commen share
Baste
Income (loss) before extraordinary iktem 5 1.38 5 0,867 5 {0,386} % 2.G% s {0,523}
Net incamo (loss) § $.31 § 0.87 § {0,386} § 2,81 H {0.52)
biluted
incoma (losz) before extracrdinary item $ 1.24 $ 0.60 $ (0.36} § z.42 $ (0.52)
Net income (loss) § 1.18 ¥ B.60 $ (0.36) § 2.36 3 (0.52)
Shares used in per share caloulation
- Daglc 311,943 309,625 295,223 307,942 283,934
~ Dilvtad 352,803 352,973 295,273 350,082 293,934

Source: ADVANCED MICRO DEVIC, 8-K, October 20, 2000 )



Advanced Micro Devices, Inc.
CONSOLIDATED BBLRNCE SEEETS*

A{Thousands)
October'l, .December 26,
2000 1589
ASsets
Current assets: .
Cash, cash equivalents and short-term investments $ 1,233,487 § 596,511
Accounts receivable, net 687,692 429,809
Inventories 230,426 18B,213
beferred income taxes 73,981 55,956
Prepaid expenses and other current assets 167,253 129,389
Total current assets 2;452,849 1,409,879
Property, plant and equipment, net 2,505,801 2,523,236
Investment in jeint venture 266,232 273,600
Other assets 147,110 170,978
$ 5,371,957 $ 4,377,698
Liabilities and Btockhoiders' Egquity
Current liabilities:
Accounts payable 387,022 387,193
Accrued compensation and benefits 175,458 51,900
Accrued liabilities : 289,372 273,689
Income tax payable 25,6596 17,327
bDeferred ihcome on shipments to distributors 113,755 92,917
Current portion of long-term debt, capital
lease obligations and other 73,026 47,626
Total current liabilities 1,064,329 910,652
Deferred income taxes 182,977 0,491
Long-term debt, capital lease obligations and other,
less gurrent peortion 1,223,475 1,427,702
Stockholders' equity:
Capital stock:
Common stock, par value 3,226 2,992
Capital in excess aof par value 1,311,042 1,120,460
Retained earnings 1,678,290 873,235
Bceumulated other comprehensive loss {91,347} {17,414}
Total stockholders’ equity 2,901,211 1,979,273
% 5,371,892 §

4,377,638

¥ Amounts as of QOcteber 1, 2000 are upaudited. Amounts for December 26, 1999 are

derived from the December 26, 1399 audited financial statemants.

Created by 10K Wizard _www, ] 0K Wizard.com

Source: ADVANCED MICRO DEVIC, 8-K, October 20, 2000
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FORM 10-K405
ADVANCED MICRO DEVICES INC - amd
Filed: March 21, 2000 (period: December 26, 1999)

Annual report. The Regulation S-K Item 405 box on the cover page is checked




Product Defects. One or more of our products may possibly be found to be
defective after we have already shipped such preoducts in velume, requiring a
product replacement, recall or a software fix which would cure such defect but
impede performance. We may also be subject to product returns which could impose
substantial costs on vs and have a material and adverse effect on cur business.

18

Esgential Manufacturing Materials. Certain raw materials we use in the
manufacture of our products are available from a limited number of suppliers.
For example, a Few foreiygn companies principally supply several types of the IC
packages purthased by us, as well as by the majority of other companies in the
semiconductor industry. Interruption of supply or increased demand in the
industry could cause shortages in various essential materials, We would have to
reduce our manufacturing operations if we were unable to procure certain of
these materials. This reduction in our manufacturing operations could have a
material adverse effect on our business.

International Manufacturing and Foundries. Rearly all product assembly and final
testing of our products are performed at our manufacturing facilities in Penang,
Malaysia: Bangkok, Thailand; Suzheou, China; and Singapore; or by subcontractors
in the United States and Asia. We also depend on foreign foundry suppliers and
joint wentures for the manufacture of a portion of our finished silicon wafers,
Foreign manufacturing and construction of forelign facilities entail political
and economic risks, including polikical instability, expropriaticn, currency
controls and fluctuations, changes in freight and interest rates, and loss or
modification of exemptions for taxes and tariffs. For example, if we were unable
to assemble and test our products abroad, or if air transportation hetween the
United States and our overseas facilities were disrupted, there could be a
material adverse effect on our business.

Flash Memory Products

The demand for Flash memory devices has recently increased due to the xncreasxng
use of equipment and other devices requiring non-veclatile memory such ast

. cellular telephones;
. routers which transfer data petween local area networks; and

. PC cards which are inserted into notebook and subnotebook computers or
personal digital assistants.

As a result, the demand for Flash memory devices currently exceeds the
available supply. In order to meet this demand, we must increase our production
of Flash memory devices through FASL and FRASL IT or through foundry or similar
arrangements with others. We cannot be certain that the demand for Flash memory
products will remain at current or gréater levels, or that we will have
sufficient capacity toc meet the demand for Flash memory devices, Our inability
to meet the demand for Flash memory devices could have a material adverse effect
on our business.

Competition in the market for Flash memory devices will increase as existing
manufacturers introduce new products and industry-wide production capacity
increases, and as Intel centinues to aggressively price its Flash memory
products., We expect competition in the markektplace for Flash memory devices to
continue to increase in 2000 and beyond. It is possible that we will be unable
to maintain or increase our market share in Flash memory devices as the market
develops and as existing and potential new competitors introduce competitive
products, A decline in our Flash memory device husiness or decline in the gross
margin percentage in this product line could have & material adverse effect on
our business.

Key Personnel

Oour future success depends upon the continued service of numerous key
engineering, manufacturing, marketing, sales and executiye persocnnel. We may or
may not be able to continue to attract, retain and motivate gualified personnel
necessary for our business, Loss of the service of, or failure to recruit, key
enginearing design personnel could be significantly detrimental to our product
development programs or otherwise have a material adverse effest on our
business.

Demand for ODur Products Affected by Asian and Other Domestic and International
Economic Conditions

While general industry demand is currently strengthening, the demand for our
products during the last Few years has been weak due to the general downturn in
the worldwide semiconductor market and an economic crisis in Asia. A renewed
decline of the worldwide semiconducter market or economic condition in Asia
could degrease the demand for microprocessors and other ICs. A significant
decline in economic conditions in any significant geographic area, either
domestically or internationalily, could decrease the overall demand for our
products which could have a material adverse effect on our business.

1%

Source: ADVANGED MICRO DEVIC, 10-K405, March 24, 2000
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AMD - Q3 2001 Advanced Micro Devices Earings Conference Call

Event Date/Time: Oct, 17. 2001 / 5:30PM ET
Event Duration: 45 min

OVERVIEW

AMD reported lower revenues on record unit sales of AMD Athian and AMD Duron Pracessors
at Depressed Prices. Revenue for 03 was §766 million, down 22% from (2 of 2007 and down
36% from the company’s record Q3 of 2000,

A
ik

streetevents@thomson.com 617.603.7900 www.streetevents.com
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FINAL TRANSCRIPT

CONFERENCE CALL PARTICIPANTS
Editar

ROBERT J. RIVET
HECTORDE J.RUIZ
W. 1. SANDERS
CHRIS CASDO

TIM MAHON
WALID MAGHRIB}
STEPHEN WISE
ERIC ROSS

DAN SCOVO
GERRY CHIF
ROMESH MISHRA
KEVIN LEE

MAT CHIN

SUMIT DANDA
STEVE JOMN

ERIC CHEN

TRANSCRIPT

Editor

Ladies and gentlemen, thank you for standing. by, Welcome
to the AMD third quarter earnings release canference cafl,
During the presentation, all participants will bein a listen-oniy
mode. Afterwards, you wiil be invited to participate in the
question and answer session, At that time, If you have a
question you wlll need to press the 1 foliowed by the 4 in
your telephone. This conference cali is being recorded
Wednesday October 17, 2001. | would now like to turn the
conference call over to Robert J. Rivet, Senior Vice President
and Chief Financial officer with AMD. Please go ahead, sir.

ROBERT J. RIVET

Thank you [Ron]. Good afternoan and welcome to AMD third
quarter earnings teleconference call.iam Bob Rivet, With me
here today In Sunnyvale and hosting this call was Jerry
Sanders our Chairman and Chief Executive Officer. Also
present are Mr. Hector de ), Ruiz, our President and Chief
Opetating Officer, MR. Walid Maghribi Senior Vice President
and President of our Memory Group and Mr. Ben M. Anixter

Vice President of External Affairs, | will begin by summarizing
our third quarter highlights and then turn over it to Hector
and finally to Jerry, This conference callis a live broadcast and
we will replay via the Internet at www.streetfusion,com and
www.AMD.com. The taped form replay number for North |
America is 800-633-8284, Outside the US dial B58-812-2375,
The code to access the call is the same for both and that
number is 197-26-232, Before we begin the conference call,
1 would fike to caution everyone the we will he making
fowvérd-looking statements about managements goais, plans,
and expectations as you know the sémiconductor industry
is volatile and in a severe downturn. Our product and process
technology development projects and our manufacturing
processes are complex, Current worldwide economic
canditions make it especially difficult to forecast product
demand, Because the actual resules may differ materialty from
our plans and expectations today, I encourage you to review
our fililngs with the SEC with the Securities and Exchange
Commission where we discussed in detaii the risk factors in
our business. You wiil find detailed discussion on our most
recent Form-10K filing with the SEC. Lets begin. Revenue for
third quarter was '$766 million down 22% from the second
quarter of 2007 and down 36% from our record third quarter
of 2000. In our microprocessar product line, we achieved
record unit sales of AMD Athlon and AMD Duron processors
in the quarter. Our home PC processer unit sales through the
third quarter were In excess of 7.7 million units and remained
atthe recoyd evels of the imimediate prior quarter. We believe
we heid unit market share in the 229 range. Our
microprocessor product revenues declined 21% from the
second quarter of tha current year due to fower average
sefling price and extremnely aggressive competitive
environment. Revenue in aur Memory product line declined
by 34%, from the second quarter of 2001, inline with our
forecast. With our top line declining both year on year and
sequentially, our ability to stand at-length was obviously
challenged. Pro farma operating income was a joss of 3 $135
million for the quarter, which results in $0.28 per share foss.
Our pro forma operating statement exclusive of the fact of
restructuring and other special charges that this will imitwill
our provisions associated with the fab 14 -15 closure and the
affects to the charge forimpalted investments, Total Pro forma

" adjustments were $1 18 millionand 51890 million on a pretax

and aftertax basis respectively, Net income including the
one-time charge as mentioned above in accordance with
generally accepted accounting principles for the quarter was
aioss of $187 mitlian or $0.54 cents per share. Gross margin
on a pro forma basis was 23% for the quarter, down 14%
points from the second quarter of 2001. Revenue declines in
our Memory product line and the ASP pressures in our
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microprocessor business have significantly impacted the
margins. Factory execution of both output ond yield
productivity was betler than the second guarter. Research
and development spending was on ptan at $161 millien for
the guarrey, down 6% from the second quarter of this year.
Marketing general and administrative spending was also on
planat 5152 million for the quarter, down 3% from the second
quarter of this year. Switching to the balance sheet, we will
talk about cash, inyentory, and capitat expenditures. First
cash, during the third quarter we repurchased 6.3 million
shares of our common stock at & cost of 376 million. in
addition, we retired tie remaining senior debenture notes
resulting in a cash outfiow of $43 million during the quarter.
Cash flow from operations excluding tapital additions was
positive, Qur cash balance into the quarter at $804 miliion,
down a $153 million from the second quarter of 2001, We
compieted the guarter with $449 mitlion ofinventory, up $48
milllon from the second quartet. Inventoties for both our
microprocessor and Flash product fines ot appropriate for
our plansfor the fourth quarter. Capital spending for the third
quarter was a $164 million, More than half of which was
addressed and depreciation expenses a $160 million for the
quarter, For our modeling for the fourth guarter, please
consider the following: Qur tax schedule wifl continue at 27%,
capital spending for the year wili be somewhat less than our
previously revised goal of $900 million of the year. Wee will
complese fab 30 and install a 130-nm capacity on schedule
this year. Depreciation expense for the year will be about
$650 million, For your EPS caleuiations, use 348 milllon shares
for the fourth quarter, Finally, R&D investments for the year
will be about $660 miliion. i wili now turm this over to Hector
to start the business segment discussions. Hector?

HECTOR DE J. RUIZ

Thank you Bob. Supplies market continues to be weak and
general. Although all market segments appeared to have
stabiiized, the communlcations and networking segments
ate at thelr lowest fevel in two years. It is now believed that
at this time In Flash coutd be down as much as 30% this year
over the last year and our expectations are our R&D will be
down around 25% for the year, thus out performing the
matket. This quarter as previousty guided our Flash revenue
was down 33% from the previous quarter. We have begun to
see moderate business activity in Flash as result of new
products introduced, which address new applications and
provide at its feature looking cell phones, particularly those
dealing with GPRS protocol, We expected new product activity
and the bottaming out of the rest of the market to lead to

moderate revenue growth in the fourth quarter, Joindy with
our partners with Dukes, we continued to invest in new
products, new technology, and new state of the art capacity
as evidenced by the beginning of praduction shipments out
of our latest fab JB 3 in [isowakamatsa} Japan this quarter.
This will potential on FASL the joint venture between Fuitsu
and AMD to continue to be the market Jeader in this important
segment as it recovers, in the microprocessor business, we
shipped over 7.7 milliorr units this quarter ... the same record
unit ship and fevei of the second quarter. We believe thatin
an aggressive pricing environment, we were able tohald our
unit share around 22%. Fab 30 continues ta ramp to full
capacity in terms of way for stocks and we expect the fab to
reach this goal by year-end as previously noted, The
perfarmance of this factory continues to be outstanding and
we continued to sefl out its output. As planned, we will begin
conversion to a 130-nm technology before the end of this
year, and we expect to be totally converted by the end of
2002, We are thyilled about our progress in this area, as
microprocessor telecom from this fab at 130-nm it is
exhibiting great yields and outstanding of rebust mix. The
introduction of Athion XP has been greatly successful and
the demand for this product is currently robust, We are
positioning our product mix and manufacturing plans to take
advantage of this anticipated strong demand for the product.
We played significant emphasis oncost and capital reductions
this quarter and we will continue to do so in the months
ahead., Althougb, incurring an operating loss this quarter we
are on plan on cost management programs and expect it to
be at somewhat |ess than $900 million of capital expenditure
previcusly anticipated, We are doing things withoutimpacting
our key new product and technology. Ous foundry support
business the greatest significantly here as a result of
continuous deterioration of the communication business of
our customers. Thus, leading to the accelerated shut down
of our older fab ... fab 14 and fab 15 in Austin, Texas by the
end of the second quarter of next year, We are confidently
positioning our products, technology, and our business
models to return to profitability as the markets recovers, We
have the strongest position in the history of the company
reiative to product and technology competitiveness and we
are confident that our business model will lead to profitable
growth. With that | would turn this to Jerry for further
comrments and cutlooks.

W.J. SANDERS

Thanks Hectos. | just like down that in PC processors we
believe that in most welost $0.7 of a percent of market share
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last quarter, With the industry shipments of pracessors
estimated at about 37 miilion units, $0.7 of a percent in market
share is only a few 100,000 units, We think that maintaining
marketshare in the 22% range and the extremely weak mavket
in the phase of extraordinary competitive practices is a
noteworthy achievement and a testament to the
competitiveness of our product offering. Sales of power
managed Athton [V and Duron for the mobile market more
than doubied in the quarter and we are on track to meetour
goal of 50% share of market in US retail mobile PC sales by
year-end. We gained traction in the multiprocessor, server,
and workstation market with our Athlon NP, The key to our
future success will be these products and most importantly
the Athlon XP that we just introduced with ringing
endorsements from third parties on. the performance
superiority of Athion XP over Pentium #V even running in

clock speed higher than we position the Athlon XP the

chaflenge be optimistic we can arrest the precipitousdeckne
in ASPs, which is the overwhelming reason for our
disappointing results. Golng forward, we see continuing
strength in Europe, new opportunities in Asia, and recovery
inthe US driven by our new product offerings. Japan Is weak
and the overall competitive environment remains intense.
Undet such conditions, the ability to forecast is challenging
to say the least. Nevertheless, we believe we will achieve
recard unit sales of PC processors in Q4, and T would be
extremely disappointed if our PC unit sales numbers don't
start of with an 8, The wild card in prajecting revenues is of
course fwice and this jeads us to plan on reyenues for PC
processors in a wide range from flat with the just completed
quarter the sates growth as much as 10%. With the company
asawhole, in light of the lack of visibility, we project revenues
for the fourth guarter in @ broad range from flat to the fast
quarter to a high single digit growth, We are monitoring
economic developments closely and exploring several
iriftiatives to improve our cost structures while noting that
our s{rong batance sheet should enable us to weather the
downturn, which most fikely has been extended several
quarers by declining corsumer confidence resulting from
recent events. Thank you. | wilt open it for questions. [Ran]
would you please arrange the QBA?

Opetator

Thank you ladies and gentleman if you wish to register a
question for today's question and answer session, you will
need to press the 1 followed by the 4 on yourtelephone. You
will hear a three-tone prompt to acknowledge your request,
i yourquestion has been answered and you wish to withdraw

your phoning request, you may do so by pressing the %
followed by 3. if you are on a speakerphone, please pick up
your handset before entering your request. One moment
please for the first question, The first question comes from
ChHg Caso with Wit Sound View Group. Please go 1o the
question.

CHRISCASO

Hi, this Chris Caso for Seott Randall. | am just wondering If
you coutd provide some coleron how your shipments tracked

" sequentially through the quarter .. If you saw a seasonal, |

guess, typical seasonality and what sort of a fact you might
hava seen from the September 11th events,

ROBERT J. RIVET

Well as usual the third quarter was the most back end lowly
of any of the quarters. That was not different this year than
any other year. We shipped an awful iot in the very last week
of the quarter because of the disruptions in the transportation
system with the air traffic issues. Nevertheless, we managed
to meet ous customer's entire requirement and | am very,
very pleased with the operational performance of the
company and that we did hot have any impact on our
shipments for the quarter as a result of the terrorist attacks.

CHRIS CASO
Okay thank you.

Operator

Tim Mahon from C5 First Boston, Please go ahead with your
question,

TM MAHON

Thanks ... Walid [ think this might be targeted towards you.
Cap you tell us what the capacity utilization is at FASO?

WALID MAGHRIB|

It depends on the technotogy, We have three different kind
of fabs ... the [CS- 58] or the 0,32 micron. The capacity is very
fong it is in the 50%. Whereas ot the guartet sur micron
capacities utifizationis 100% and on the {C5-5%} to 0.18 micron
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a3 you know our fab just was released of production and we
will start shipping the praduct this guarter from that fab, so
beginning of a new fab, Technology on that .

TiM MAHORN

Great and then just a foliowup on that ... you know may he
you can give us an idea of what percentage of your Flash units
in revenues come frorn, lets call low density versus high
density and jow density being four Meg and below?

WALID MAGHRIBI

Four Meg and below out of the 200in the 10 million .. 1 would
say less that 109,

TIM MAHON

Okay. Given sore of the strength from one your competitors
in the low-denslty market ... can you see you guys split 50%
capacity utiizatlon at one fab, kind of getting more
aggressive may be in the low density market?

ROBERT J. RIVET

t will answer that on that Walid. § am very proud to say that
while we have maintained profitabiity in the memery group,
which he deserves and he is managing for profliability
and chasing a lot of low-density business at low margins ... it
is probably not tow smart.

WALID MAGHRIBE

tthink the numbers reflect exactly the strategy that we have
implemented it is the Flash sale was down 33% and the unit
shipment was only down by 29%. Though our ASP has
intreasedand thatis very usual in the current market situation
and that is mainly because we have walked away with some
very, very low-density product at prices that does not even
the cover the variable cost.

TV MAHON

Okay great.Last ona that | promise ... in addition to Samsung,
can you tell us who ali supplies you | far stocked
devices?

FINAL TRANSC
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WALID MAGHRIBE

{ prefer at this moment not to say because we are in the
process of negotiating contracts and fact that Samsung on
is our major supplier.

TiM MAHON
Great thanks Waltd,

Opearator

[Stephen Wise] from Wiseman assoctates, Please go ahead
with your guestion,

STEPHEN WISE

Good afternoon and my wishes on a good quarter. Jerry, §
have a couple of questions for you. Right now as companies
ate looking to change the way they handle their
manufacturing facilities with the soft econemy is the demand
changlné atthe mandzte changing ... a fot of your competitors
ate moving towards a more demand-driven manufaciuring
modek How is the AMD looking to move towards a model
like this if they have already have not done so and what is
your IT strateqy as syppo:t ta stopping modai?

W. J. SANDERS

Let me answer the first part of the question and let Hector
comment on our IT strategy and something we are doing to
have a demand model First and foremost, we have a
maghificent factory tn fab 20, which is ramping to full
production and we are conventing it overtoa 130 nanometer
technology. We think this is our secret weapon if you will. it
can produce over 50 million units a year and in the 130-nm
technology, | witiremind you we have an extremely small dye
on the Athion product. Only 80 square miliimeters, which is
dramatically different thanour competitars dye. So, ourissue
there is ramp that production as quickly as we can, move it
to 130-nm, try and use alf of our products, and we are very
happy with that factory. Our major factcry fab 25 .. we are
converting to a flash factery with leading adge technotogy
to give us a better balance with the opportunities, 5o, | think
that we feel comfortable that we got an extraordinary asset
in fab 30, which will enable us to successfully prosecute the
PC processor market and even in the most compatitive
environment 2and we are going to improve our coststructures
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over atl by moving fab 25 into Flash, Hector, do you want to
comment on the IC stuff and the ERP?

HECTOR DE J. RUIZ

Sure. We have embarked on the ., approximately now a [ittle
aver a year on a fairfly major proxy on the company to be
mote, | guess, yield-driven if 1 can use that expression for
running our company and what we have done and pethaps
may be giving you 2 little more background that you might
want is we have taken fuil-time executives and senior
managers which are very receivable function inthecompany
from finance to sales, manufactusing et¢ to form a peopie
that is actually in excess of 200 full-time employees on a
project based on an SAP package, which will result in over
the next twao years and not a ciff occurrence at the end of
two year, but it occusred monotonically between now and
another two yaars ,.. it will have a fullimplementation on the
ERP program that will be closely tied to our custorners. | do
not think we are appropriate to give some of the spacific ideas
we have in mind on what to do, but the bottom Jine is that
we intend to provide a service to our customers that will be
unique znd very powesful and the feadback from the
customer that we have talked to on what we intend to do is
extremely positive, and of course in which we could have
gotten there a year ago, and we are working hard to do that.

STEPHEN WISE

Jarey what are you afso looking to do as youaggressively time
inventories currently fight now to try to reduce the inventory
left in the quarter?

W, ). SANDERS

it looks to me like our inventories are in good line; as though
Bob pointed out we do not think we have it. We are selling
virtually everything we are making In fab 30, 50 as we move
to the new products we are selling everything out. So, any
inventory build are ramping up the new product ... so | feel
vary comfortable with that.

STEPHEN WISE

Okay and final question. What would you say your top three
initiatives are for either 2002 and how you do planto go back
on presenting those?

W. J. SANDERS

Hammer, Hammer, and Hammer, Hammer is the future we
gotan extraordinary opportunity here to break into markets
we have never been in .. hammering in bodies all of the
important initiatives. Number ona, it moves us into ... top to
bottom from servers all the way 1o laptop that family does,
it gives us the cpportunity to go to silicon-fon-insulator, and
it gives us the chance to have a truly differentiated solution
50 that our customers are going to have the only opportunity
tp com pete against the Delt modal, Finally, lwould be| ]
if { did not point out that while hammer, hammer, hammer
are my top 3 there is a humber 4 and that four is narsow bit
technology from fiat, which will allow us to offer with no
compromise on reliability or performance have the costsand
double the density. So, we feel that when the uptum comes
we are going to Kick ass,

STEPHEN WISE

Great, thank you very much.

Operator

Eric Ross with Thomas Welsel Partners, Please go ahead with
your question.

ERIC ROSS

Yes, | got a couple of questions, When are you going to ramp
up fab 25 with the 0.13 mitron copy you talked about doing
that after fab 30 ... is that on the word now?

W. 1. SANDERS

Somewhere along line youare misinformed or misunderstood.
We have no intentions as aves of puiting copper into fab 25,
Fab 25 wili become a flash fab ... flash does not use copper
and it does not have that many layers of connect net
committed: So, fab 25 will become a flash fab by the end of
next year,

ERICROSS

t apologize about that and just two other really quick
questions .. is SOi is that on time in your roadmap as well?
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W. J, SANDERS

Hector, do you want to comment?

HECTORDE J, RUIZ

Yeah, SOI is an interval part of our plans from hammer and
as Jerry said hammer, hammer, hammer ... that product is
based totally on 50} and we expect that over time, our whole
product fine will migrate to SOL. Therefore by definition, it is
ontarget, it is on sometime,andwe arevery pleased withthe
rasults we have seen go far.

ERIC ROSS

One last question. With fult utilization of fab 30...is that going
to significantly reduce your cost going forward in the outline
as you especially run this?

HECTOR DE J. RUIZ

Absolutely, it turns that the dye size of the Athlen and the

130 Nrn only 80 square millimeters, | just point out that this
glves us some 315-dye candidates for wafer Inteis North wood
will be no more than 180 dye candidates per wafer, S0, we
think we got a real edge on them en cost structure here, 50,
they could not continue to increase sevenues and reduce
their operating profits, but | think that is a full variant. With
no worthy to me that their revenues went up $266 million
sequentially in precessors and thels operating process went
down $118 million. Normatly, in a leverage business when
yaUr revenues go up ... your profits go up. Sa, itis pretty clear
that this desire to cut off our air supply is not pajnless to them.

ERIC ROSS

| appreciate it. Thank you.

Operator

{Dan Scovo] from Newman Company. Piease go ahead with
your question.

FINAL TRANSCRIPT
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DAN SCOVO

With regards to microprocgssors . where all of your processar
shipment Athlan and Duron ot was there any sort of jegacy
hanging around that?

ROBERT J. RIVET

100% seventh generation. Last quarter, we actualiy shipped
lessthan 1% for K62 that were 0, actually 0000 everything we
shipped in Q3 with Athlon and Duron.

DAN SCOVO

With regards to looking out next year, obviously, you da not
want to give a whole ot of details, but t was just wondering
If you could probably revive something like some tax rate
looking into the next year oy so?

ROBERT J, RIVET

I would ke 1o actually put that off until November 08, 2001
when we have our ahalyst meeting, We expert to be a much
better pasition to glve you guys some real guidance on what
next year is going to be all about. We have got off side
meetings next week among the top management; we expect
that after that we are going to get some of our details out to
you guys.

DANSCOVO

Also, can you give us status with the regards to the future
manufacturing facilities after fab 25 is converted to Flashand
after fab 30 Is ramped up and converted to 0.337

ROBERT J. RIVET

That is an intetesting question though as [ painted out when
we go to 130 nm, we will be 300% converted ta 130 nm by
the end of next year, Wa can proditce more than 50 mition
uniss a year in that fab. | point out that, that would be more
than the 30% market share that everyone says we wilf never
get to except us, Sa, | think the guestion is interesting but
irrelevant. Meanwhile, we do have plans so that when we
have to more than 50 million units a year we wiil be target
and | think we will have some more commants on that also
on November 8th.
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DAN SCOVO

Also with regards to some of your other businesses ... the
communication product and foundry services, | guess, how
should we profile that ... shotld we assume that it wiil, kind
of, go away after a couple of quarters or less?

ROBERT J, RIVET

1 waould say it is finally going to go of the foundry bustness

shouid be gone by the third quarter of next year as our chief -

financial officer says. | hope that is trua, The other business
is just is going to be a steady decline gaing forward, but § do
not thirk itwill go away. [tis currently frunning around 40-50
million & quarter.

DAN SCOVO

Thank you very much,

Operator

\

Mark Edelstone from Morgan Stanley. Piease go inte your
question.

GERRY CHIF

Thank you, This is Gerry Chif for Mark ... a couple of guestions
if f coutd. Fitst of all on something that you might have a little
more control over, could you talk about what the operating
expenses Is going to be like in the fourth quarter and how
that may trend in the next one or two quarters. Second of ali,
Gerry | am pretty sure you did not talk about the exact time
frame for the eighth generation launch that ... would you care
to know that range a little bit, for us here?

ROBERT J. RIVET

{will answer the second part. We are targeting the iate next
year for the launch of the hammer family ... we ate sticking
with that, As far as the operating expenses, we are in a very
tight cost controf kind of environment with the fack of
visibility. | would anticipate, kind of, as | said if you do the
math, kind of the same as we have had in the third quarter
and fourth quarter with a slightly little bit better cost control.

FINAL TRANSCRIPT
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GERRY CHIF

Okay, would you expect that to be the case in the fist half of
next year as well?

ROBERT J. RIVET

{am sorry repeat the question?

GERRY CHIF

Would you expect that expense controf levelta beabout the
same in the first half of next year?

ROBERT J. RIVET

Yes, we will adjust accordingly to the business environment
we are in. We will not go and sacrifice any R&D expanditures,
We willcontinue to try towork to lower our break-even point,
which currently is around the $950 million jevel.

GERRY CHIF
Okay, thank you very much.

Operator

Ladies and gentleman if you do have an additional question
at this time, please press the 1 followed by the 4 on your
telephone. John Joseph from Saloenan Smith Barney please
go ahead with your guestion.

ROMESH MiSHRA

Hi good afternoon, this is [Romesh Mishra) for John loseph,
| had a question in regards to your mobile Athlon ... tha
Palarmeno product ... you haves't tatked too much about this
on this call ... what is the outlook over there and how is the
competitive landscape in that place and also are our ASPs in
the mobite space holding up any better?

ROBERT J. RIVET

The answer is that we are very pleased with the progress we
are making there. You might have missed, but{ pointed out
that we expact to have 509 share of market in US retail mobiie
by the end of this year, That is not the strength of the Athlon
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forand the power managed Duron, So, that is goihg extremely
well. We are very pleased with thatand the ASPs are of course
better than desktops. So, that is one of the reason we hope
that we can attenuate this price attrition that that we have
been seeing.

ROMESH MISHRA

And in the competitive landscape especially in fight of the
new product introductions from [Transmet] and of course
ntel.

ROBERT J. RIVET

[Transmet] is not relevant. It turns out Inte} has effectively
kept them out of the market the market place we serve ... the
full function PC ... the mobite PC and going to thin in light
next quarter and into next year as we get to the 130-nm
versions of Athion IV, Intel is the only competition.

ROMESH MISHRA
Okay, thanks very much,

Operator

John O’Neil from UBS Warburg please go into the question.

KEVIN LEE

Coupte of question. | was wondering if you can accompilish
through the product mix for breakdown of performance
versus value in your processors this quarter and the second
question wili be a break down of mobile versus desktops.

ROBERT J. RIVET

Okay, first of all really the Duron for the vaiue space, the
Athlons for the performance base, it is about 50-50. Frankly,
wa are having a better time selling Athlon because of the
supetior performance against anything thatis out there and
we expect that our growth in Athlon will probably exceed
our growth in Durons in the current quarter, We are doing
extremely well. Athlon XP is hot .., the customers Hke it 1 am
very excited aboutthat. Athlon [V as we said is good. Stili our
molder business is only about 5% of our total sales ... so there

FINAL TRANSCRIPT

is a lot of upside there. What was the second part of the
question?

KEVIN LEE

Well, | think you can address more questions when you
address maobile purchases to be about 5% of the sales.

ROBERT J, RIVET
Okay.

KEViN LEE
Thank you,

Operator

joseph Osha from Merdll Lynch please ahead with your
guestion,

MAT CHIN

Good after noon gentleman this is [Mat Chin} calling your for
QOsha. | would fike to followup on the questfon just asked what
percentage is server and what percentage is that you could
provide that.

ROBERT J. RIVET

Okay, § quess the cnly guidelines this year is that we are just
getting into the server space. We are shipping nearly tens of
thousands currently of Athlon MT, Reception has been

fantastic ... it is a very low-cost solution and we are vary

excited about it. But right now it 15 a minor part of aur
business and the ten of thousands.

MAT CHIN

What type of reception are you getting for the Athlon XP in
the server segment?

ROBERT J. RIVET

The Athlon XP is not targeted at the server segment, the
Athlon NT for multiprocessing s and there we are getting
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great response, As far as the mobiie bills, as | said, mobile is
abaut 5% of our business, the desktop Is about 95% with a
diminished amount obviously tens of thousands out of 7.7
million is not a very large percentage.

MAT CHIN

Great ... | would like to ask some more questions on the
operating line. You mentioned that fab 14 and 15 would be
phased out by the end of next year, Do you have any
astimates as to when we can axpect that to materially better
the operations line?

ROBERT J. RIVET

First ali of all, fab 14 to fab 15 should be phased out by the
end of the second quarter. So, clearly the second half will
have no negative impact as a resultof fab 14 and fab 15. The
more important thing on gross margin is ane issute only ASP,
ASP, ASP. Operationally, we are doing great, yields are terrific,
quality is superb, costs avound our control, and the ASPs are
really ugly.

MAT CHIN

Finally, if 1 may ..are you running on the fab shutdown
programs for either your factories or micro-processing
factories at all in the next quarter?

ROBERT J. RIVET

No cusrent plans as | say fab 30 is our star ... it s generating

outstanding new products and in those products we are

seeing strong demand for, Obviously, in fab 25 wehave excess

capacity, What we are trying to do is tamp down the demand

for processors as we ramp up the Flash that is the challenge

ahead of us, and clearly we are working out a humber of new
. ways to find ways to minimize the cost impact.

MAT CHIN

Great thank you very much,

Operator

Dougtas Lee from Bank of America securities please go ahead
with your question,

FINAL TRANSCRIPT
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SUMIT DANDA

This [Sumit Danda] calfing here for Dougtas Lee, A couple of
aquick questions. First, could you commant on sales out of

-your distribution channel, which is the direct sales for your

OEM ... if you could give the percantages roughly for both of
themand also if saw expense In one versus the other and the
second question is §, sort of, missed the numbers on R&D
prajectians and depreclation if you could give back to me
again.

ROBERT J. RIVET

| will tell those numbers first. First, the R&D number we sat
for the yeat and the R&D would come in around $660 million. .

SUMIT DANDA

Depreciation?

ROBERT J, RIVET

Depreciation was $600 million for the year. Relative to your
other question, | would like to point out that we had
extraordinary strength in the internationat markets. We did
some 68% of our revenues during the internationat that is
where the strength was for us because our competitive
management freezes out pretty well in the US as major
accounts for the quarter. We are pleased we could make up
for that, We expect to do better with those guys as we go
forward because of the XP and because of the Athlon V. ¢
don't have zny specific numbers here for distribution.

SUMIT DANDA
Okay, thank you.

Operator

[Steve John] from A mutual funds. Please go ahead with your
guestion. Mr. John your line is now epen.

STEVE JGHN

Apparently, we have taken this quarter into view ... do you
anticipate any furtherimpairment be taken in the future and
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also if you can will those be public or private health
campanies?

ROBERT J. RIVET

Welk. It is hard to anticipate what is going to happen in the
market place. One was we had two write-downs that took
place in the process... one was public and one was private,

STEVE JOHN

And Just as a followup ... | wanted to confirm your cash flow
from operations ... was that a negative 43 million, | doubt,
how did you say that greviously .. Is that correct?

ROBERT J. RIVET

Cash flow from operation was positive if you exclude the
capital addition.

STEVE JOHN

Thank you.

Operator

Eric Ross please go ahead with your followup question,

ERIC.ROSS

| have got a guick question. End force is obviously we don't
want to talk out there wauld that be a driver for a very
low-end unit?

ROBERT J. RIVET

‘We had a driver for all our units, | think it loaks fike a pretty
atyractive product.

ERIC ROSS

Do you see it end being a major contributor may be a 20%
contributor to your revenues?

ROBERT J. RIVET

fwould be hesitant to guess which of our chip set partners is
going to be the most successful. We will leave that for our
customers. :

ERICROSS

And you had rmentioned your US customers are really frozen
uf by your main competiter .. how does that tie in with your
ability to reach 50% of the US newport market by the end of
the year?

ROBERT J. RIVET

| guess we won't be frozen out this quarter,

ERIC ROSS

Sa, do you reaily think that is a temporary thing?

ROBERT J, RIVET

Yes,

ERIC ROSS

Okay, do you have a sense of what percentage of your
shipments is gaing into corporata PC versus consumer lines?

ROBERT J. RIVET

We have a number; | think we said 27% of our business at the
US was with smabl business and medium business that is
carparations. | do not have a batter number than that,

ERICROSS

Do you have worldwide number?

ROBERT J. RIVET

tdo, but!don't have itinmyhead and Idont have my ﬁngem
on it and we probably get back to you outlined with the
number. it is in that same range.

o
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ERIC ROSS

Terrific and then one other question, There has been some
talk about the compatibility of hyper transport with the 3G
i0 .. may be you can commant on that?

ROBERT ), RIVET

These things ... as a matter of fact ... we will be delighted 1o
have our competitorimplement hypertransport in some form
in any other products they choose to, because they are
protocols that can he comparable. Normally, hyper transport
will start of inside of ¢chip where a 3G 10 is. It Is something
that can be viewed more as a reptacement for a current B
standard, And asyou, we througha consortium we have made
hyper transport totaily open and of course available to
anybody who would fike to ficense.

ERIC ROSS

Thank you very much,

Operator

Ertc Chen from J. P Morgan please go ahead with your
question.

ERIC CHEN

Thanks and | apologize to you if this has already been asked
as | got on the conference call fate. My understanding has
been that you will ramp 0.13-rnlcron processes sometime in
December, is that still on track at this point?

ROBERT J. RIVET

Yes it Is. We are on plan to begin production before the end
of the year.

ERIC CHEN

Okay. Could you also give U an update on any efforts on the
300 mm?

FINAL TRANSCRIPT

ROBERT J. RIVET

We are very aware of the progress that we made on 300 mm.
We belleve that both.in Flash Memory as well as
microprocessors we will be in 300 mm capability sometime
in the year 2004 timeframe, So, we ate pretty committed to
that, The progress we have made is goad and we are pleased
withit,

ERIC CHEN

Okay and alse would you care to characterize even just
qualitatively the yieid leve! that you are expetiencing .. the’
adjustments side .. spedifically those pracesses utifizing a low
key process?

ROBERT J. RIVET

1think that the only comment twould ltke to make is that we
are thrifled with a yield and productivity numbers on our fab
30 and based on the experfance that all of us have in the
industry, | would classify them as world ciass numbers, but ]
would want to give you any more an that.

ERIC CHEN

| understand. Thanks a fot.

Operator

Ladies and gentlemen, if you have any additional questions
at this time, please press the 1 followed by the 4 on your
telephone. Gentlemen, }am sure thete is no futther guestions,
please continue with your presentation or any closing remarks
you may have.

ROBERT J. RIVET

Bob, we will just close it down. Thank you very much, We will
talk to you soon, One last comment | would make ... we do
have cur annual anatysts conference meeting on November
Bth here in Sunnyvala Califosnia. Please attend orlisten in on
the video stream.

streetevents@thomson.com

617.602,7500 www.streetevents.com
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Operatoy

Ladies and gentlemen, this does conclude our conference
call for today. You may all disconnect. Thank you for
pasticipating,
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FAIR DISCLOSURE
FINANCIAL NETWORK

Disclaimer: The information contained herein is the Fair Disclosure Financial Network Inc.
(FDfn) textual representation of the applicable Issuer’s conference call. There may be
malerial errors, omissions or inaccuracies in our reparting of the conference call described
betow. This transcript has not been reviewed or endorsed by the Issuer and this FDifh
transcript is derived from audio sources over which Fair Disclosure Financial Network, Inc.
has no control. Wortds and/or phrases that cannot be transcribed accurately are so indicated
in the transcript. The audio conference call should be considered the ultimate source of this
content, FDfn makes no representations with respect to and shall not be deemed to be
rendering investment advice.

THE OPERATOR:

Ladies and gentlemen, thank you for standing by. Welcome to the AMD fourth—quarter
carmings conference call. During the presentation all participants will be in a listen only mode.
Afterwards we will conduct a question—and—answer session. At that time if you havea
question please press the 1 followed by the 4 on your telephone. As a reminder this
conference is being recorded Thursday Jan. 16, 2003, 1 would now like fo turn the conference
over to Michael Haase (phonetic) director of investor relations - please go ahead, sir.

COMPANY REPRESENTATIVE:

Thank you and good aftesnoon everyone. The format of this eamings call will include
prepared comments, followed by Q The participants of today's call are Hector Luiz, our
president and CEQ, Bob Herb our executive vice president of sales and marketing and Bob
Rlvet, our senior vice president and chief {inancial officer, This call is a live broadeast and
will be replayed on Internet at 2 sites. Street events.com and our own site AMD.com. The
tape phone replay number for North America is 800 633 8284. Outside the United States the
nuntber is 402 977 93140, The access code for is 210 905 26. Before we begin the call I would
like to caution everyone that we will be making forward—looking statements about
management's goals, plans and expectations. As you know the semiconductor industry is
generally volatile. Our product and process technology development projects and our
manufacturing processes arc complex. Current cconomic and industry conditions continue to
make it especially difficult 10 forecast product demand. Because our actual results may differ
materially from our plans and expectations today, I encourage you. to review our filings with
the Securities and Exchange Commission where we discuss in detail the risk factors in our
business. You'll find detailed discussions on our most recent SEC filings including the 10-Q.

Fair Disclosture Financial Network, Inc. For more information: www.fdfn.com -
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At this point Twould like to begim the call and introduce our CBO, Hector De Ruiz.

MR. HECTOR DE RUIZ:

Thank you Mike, On this ¢call I would like to staxt with a brief status report on our propress o
bring AMD back to sustainable prosperity. I will then ask Bob Rlvet 10 go into significant
detail on both the fourth quarter and fiscal year 2002. And then I will finish with some
comments on our outlook going forward before taking your questions. You may remember
the last quarter we lined an agpressive (indiscernible} AMD to financial stability in the
short~term while positioning ourselves for success going forward.

And in the fourth quarter we did everything we said we would do. And I'm pleased to report
we have completed Phase T of our plan in which we have focused on doing 3 key things.
Rebalancing our inventories in the PC supply chain both in our capital structure and reducing
our breakeven points. While Bob will provide the exact details our progress in each of these

_ areas has exeeeded our own expectations.

To summarize in the last two quarters we have reduced our inventory in the business supply
- chiain by 50 percent and we have now achieved our target levels giving us greater confidence
that shipments will more closely reflect consumiption as we move forward.

We improved our cash position to over ] billion by the end of the quarter through reduced
capital spending and a convertible net offering. And we took the painful step of substantially
reducing our (indiscernible) — the fult effects of which will be experienced by the end of the
second quarter 2003,

As stated in our last call we believe that we're on track to drive our quarterly break even point
below the $800 million mmark by the second quarter of this year. It s important to note that we
accomplished all of this and despite incredible competitive pressures, we gained market share
in the PC processor business in the fourth quarter by any measure.

We are now turning our full attention to Phase II of this effort which represents an even more
proactive and sustained approach to creating operational flexibility, coupled with strong
revenue opportunities. With operational flexibility we are expanding our strategy 10 be much
more tesponsive to our markets without sacrificing our fundamental strategy for success. We
have (indiscernible) reengineering our business and have made significant progress towards a
more variable cost.driven operating model. o

Meanwhile we continued to create incremental new revenue opportunities based on new
products such as our new (indiscernible) XP 2700 plus and 2800 plus processors — the world's
highest performing PC processors, The world's highest density 256 Mb more (indiscernible)
flash memory devices and otir new (indiscernible) XB (phonetic) processor 2200 plus.
Meanwhile we continue to drive AMD's solutions ito important new segroents. Including
high—performance computing where (indiscernible) Labs have decided to use over 10,000 of
our 64 bit AMD processors to create their next generation (indiscemible} supercomputef. One.
of the most powerful in the world.

Mobile computing where we are expanding our franchise with HP's adoption of owr mobile
AMD today (indiscernible) processors in that Compaq Eagle Eyes, in the enterprise section
Northrideg Utilities has decided to standardize their desktops AMD (indiscernible) Conipaq
Fair Disclosure Financial Network, inc. For more information: www.fdfh.com
‘ ) :
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systems.

Additionally in China we have form an unprecedented joint venture with a China basic
educations software company to provide the ministry of education with (indiscernible) servers
based AMD technology from each of our processor, memory, and PCS divisions, We have
also hired Camie Goh (phornetic), the world wide — a world—class native Chinese executive
the newest member of our AMD management team that will lead our efforts in China. I
would remind you that high-performance computing, mobile computing, enterprise sysiems
in China are ali important incremental growth opportunities for AMD. And we're very
pleased with our progress in each of these key segments this past quarter.

In summary, T think it is important 1o reflect on the fact that 2002 was an awful year. We
believe the work is behind us. ANd it is our full intention to deliver on our commiitment to
turn this company into a sustainable engine for earnings. At this point I'd like to ask
{indiscemnible) Bob Rlvet, to go into additional (indiscernible) annual and current quarter
results.

COMPANY REPRESENTATIVE:

Thanks Hector. | will first review our fourth—quarter results for you this afternoon and then
go over our fiscal 2002 numbers. This will be followed by an outline of our cost reduction
progress in the fourth quarter and finally, I will provide you with some forward-~looking
guidance, As detailed in our press release issued this afternoon fourth—quarter sales were
$686 million, This is up 35 percent compared to the third quarter consistent with our
projections in early December. Stronger than expected PC processing demand and continued
strength in our high density/flash memory products drove the fourth—quarter sales increase.

AMD's pro forma operating loss in the fourth quarter — which excludes the effects of
restructuring and other onetime charges — was $217 million compared with a $315 miliion
Joss in the third quarter. Our operating losses was reduced by approximately $100 milion or
31 percent compared to the third quarter. Dxiven by both $178 million of additional sales
volume and our major cost reductions programs. '

O-peratmcr margins (indiscernible) through on incremental sales was 55 percent. Pro forma
gross margin was 26 percent for the quarter. Significant improvement from a 13 percent in the
third quarter. Both quarter gross margin dollars increased by 115 million which represents a
65 percent fall through on the gross margin lines. Research and development spending,
exchuding onetime charges, was $203 million for the quarter down 8 percent from the prior
quarter. The majority of the decrease was reduced engineering wafers and cost controls.

Markcting general and administrative spending was $194 miilion for the quarter up 23
percent compared to the third quarter. This increase was due to the launch of our AMD and
ME brand campaign significant investment in brand awareness and holiday merchandising
activity. A large portion of this increase was a scasonal expeonse, which we expect to be
significantly reduced in the first quarter. Consistent with our November 18 press release in
the fowrth quarter we recorded a tota] of $620 miltion in one time ¢harges with a cash element
of $117 nyillion. This total charge is equivalent to $1.81 per share. These include firsta $131
million restructuring and special charpes to align our costs structure with industry traditions.
This charge was predominantly niade up of employee severance related costs, lease
consolidated write—offs and asset impainmenis, ‘

Fair D‘ls'c{osure Financial Network, inc. For more information: www.fdfn.com
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Second, other charges totaling $46 million are recorded. These are made up of one—time
RDexpenses of $42 million in connection with product development services received in the
fourth quarter.

Third, we also recorded $243 million charge to income fax expense to establish a 100 percent
evaluation allowance against our net to short tax assets, The tax charge will (indiscemible)
tax cuts on operating losses in the fourth quarter and going forward until such time we are
profitable again,

Once profitable, we expect a full utilizer (phonetic) to tax credits which should effectively
reduce our corporate tax rate to 10 to 20 percent range in 2003, Depreciation and amortization
for the fourth quarter was $200 million and for 2002 in total was $756 million.

Pro forma net loss for the fourth quarter was exclusive (indiscemible) restructuring other
one~time charges just described was $235 million or 68 cents loss per share versus a 74 cent
Joss per share in the third quarter. As we had previously guided there was no tax credit
recorded in the fourth quarter results, Fourth—quarter PC processor revenues were $420
million ~ an increase of 60 percent as compared to $262 million in the third—~quarter. This
increase was driven by a combination of increased unit shipments and higher ASPs. We
executed on our plan to align AMID PC processor inventory in the supply chain resulting in
record PC processor unit consumption in the fourth quarter.

Although the data quest consumption marketshare nunibers are not out until February as
Hector outlined we anticipate that we gained market share in the fourth quarter,

Revenue on our flash memory products was $217 million in the fourth quarter up 15 percent
compared to the third quarter. This was the third consecutive quarter of sequential sales
improvement and record bit shipments. Flash memory product sales improved based on the
continued market penetration in the highend mobile phone market especially in Asia and
Europe. For (indiscernible) phones built with high--density high— perfozmancc AMD flash
memory.

Turning to the balance sheet, EBITDA in the fourth guarter improved significantly from a
negative $126 million in the third quarter to negative $18 million in the fourth. This is
consistent ~~ consistent with our previous guidance that we expect to be approaching
EBITDA neutral in the fourth quaster. Cash balances end of 2002 hit over §1 billion. This
includes the fourth quarter receipt of $402 mzlhon from the issuance and sale of 4 1/2 percent
convertible notes due in 2007.

Capital cxpenditurcs were $138 million in the fourth quarter compared to $196 million in the
third. AMD's inventory was relatively flat at $433 million up onty 12 million from the third
quarter ~ we are comfortable with our cusrent inventory levels. Accounts Receivable Day
sales outstanding improved w0 55 days from the third quarter level of 81 days.

AMD's headcount at the end of the fourth quarter was 12, 800 — down from 13,200 in the
third quarter. This mumber will continue to decline in the first and second quartess of this year
as we coptinue to execute our restructuring plan.

Now 1 would like to outline some of the 2002 financial details for you,

Fair Disclosure Financial Network, Inc. For more information: www.fdfn.com
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From the fiscal year 2002 revenues were $2.7 biflion down 31 percent from 2001. Tn our PCT
processor product line, revenues finishad the year at $1.7 biltion (phonetic), down 28 percent
from 2001. Qur memory product line (indiscernible) concluded 2002 at $741 million down 35
percent from 2001. Pro forma operating loss for the year was $842 million and our et loss
per share was $2. This excludes the effects of restructuring other special charges we took in
the fourth quarter — for the year EBITDA was $8¢ million negative.

Capital expenditures for 2002 were $705 million —this was $45 million below our prior
guidance of $750 million. I would now like to take a few minutes to go into specific details
regarding our ongoing operational flexibility actions that we outlined in our November 7th
~ analyst day meeting which Hector referred to in his opening remarks.

Last quarter we outlined several benchmarks for progress in our three—phage plan. As we
tnove into the first quarter we are on track and successfully executing on our plan. We
committed to and achieved or exceeded growing fourth quarter revenues as compared to third
quarter by 35 percent. Approaching EBITDA Neutral in the fourth quarter as I said $78
million negative. At the year end cash balance of between 500 million and 00 million. 2002
year end cash balance of over $71 billion. Taking a restructuring charge in the fourth quarter as
we work toward reducing our quarterly expenses by $100 million by the second quarter of
this year and by a total of $350 million for the year. We took the total charge in the fourth
quarter. Reducing our overall cost structure as previously (indiscernible) November by the
end of the second quarter this year we expect to reduce our global workforce by 2000
positions or approximately 15 percent from our headcount base of 13,200 in the third quarter
of last year. We're on track ~ we completed half of that reduetion in the fourth quartey with
1,000 employees notified. Of that 1,000 employees 400 people left the Company in the fourth
quarter, We will firther — we will be further reducing our headcount in the first half of 2003
by the remaining balance of 1500 people, All charges associated with the headcount
reductions are included in the fourth guaster charge.

As part of bolstering ur capital siructure we completed our successful convertible debt
offering and delivered on reducing our capital expenditures. In addition, we successfully
renegotiated our fong~tenn debt associated with our Dresden fabrication facility which will
_ benefit cash flow in 2003 by $200 million.

As previously outlined, we continued to make progress on reducing our break even point to
less than $800 million and we are targeting to achieve this in the second quarter of this year.

Turning to the outlook. (indiscernible) historical seasonal {indiscemible) suggests first quarter
PC processor sales will be down 5 to 8 percentage points from the fourth quarter levels based
on a rickier mix we belicve first—quarter sales for AMD (indiscornible) will be up and in
aggregate the Company sales will be flat to nominally up. We expect to realize the first
benefits of our reduction in the first quarter and remain on target to reduce our overall cost
structure to below $800 million by the second quarter.

Total first—quarter out (indiscemibie) expenses are expected to be down compared to the first
—— fourth quarter of last year. First quarter RDis expected to be flat compared with the fourth
quarter of last year, first quarter SGis expected to be down significantly compared with a
fourth—quarter and down sl ghﬂy compared to the third quarter of last year. EBITDA
(indiscernible) may be positive in the first quarter,

Fair Disclosure Financiatl Network, inc. For more information: www.fdin.com
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Qur quarterly tax rate will be at 0 percent until we return to profitability. Once profitable we

currently anticipate the tax range to be within the 10 to 20 percent range throughout 2003. In
fiscal 2003 capital expenditures are expected to be around $650 million — $55 million dollars
last than 2002.

2003 depreciation amortization expected to be around 725 to $750 million raﬂge.

In summary, we believe our fundamentals are improving, costs are under control and going
forward we see better conditions for a long term sustainable prosperity. Now let me turn it
back to Hector.

MR. HECTOR DE RUTZ:

Thank you Bub. There is no denying the fact that 2002 was sn awful year. But we are

confident the work is behind us and that we ended the year with a sirong positive momentum
“as evidenced by our share gain processor, our third consecutive quarter of record

(indiscernible) fiash and over 100 design wins in our PC new business.

Now we look forward to 2003. We're making strong progress on key factors of our
operational flexibility strategy and new revenue opportunities - our recent agreement with
IBM is a perfect example of our operational fiexibility effort. We have agreed to jointly

" develop 65 nm and subsequently 45 nm techiology on 300 mm wafers. This brings together
the two technology and manufacturing feaders in the industry and enables both of us to
increase our base of innovation, We both gain access to each other's impressive engincering
resources, In fact we are placing an unprecedented number of engineers on-site at IBM, We
are retaining our (indiscernible) competency in process technology and as a result of our
access to IBM'e world class facility AMD does not need to build a 300 mm rescarch and
development facility. :

We're very excited about this relationship.

AMD remains on track to begin production on the 90 sm technology in our 530 in Dresden's
facility in the fourth quarter of this year. And with respect to new revenue opportunities as 1.
mentioned earlier, our success is in novel enterprise and high—performance computers as well
as our breakthrough joint venture jn China. With (indiscernible) introduction to the AMD
(indiscernible) XP ProCessOTs based on our (indiscernible) in February and our 64~bit AMD
(indiscernible) processors in Apnl we are confident that we will be very well positioned to
build on our successes in the coming year. In 2003 AMD has the unique opportunity to lead
the industry to the world of pervasive 64-bit compnting, from high—performance of the
compute1s to mainstream servers all the way through to desktops and mobile PCs.

To conclude I want to remind you that we have done everything in the last quarter we said we
would do. And by gaining in the market share and PC processors and closing the
breakthrough relationship with IBM, even more. While scasonal patterns suggest PC
processor sales would be down 5 to 8 percent in the first quarter versus the fourth guarter
based on a richer product mix we expect AMD PC processor sales will be up in the first
quartet and in aggregate the Company sales will be flat to nominalty up.

AMD has incredibie challenge, dedicated people who have been able to rapidly reinven: our
Company while continuing to deliver on the needs of our customers. Our passion,

Fair Disclosure Financial Netwark, Inc. For more information: www.fdfn.com
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cornmitrment and sense of focus has never been stranger. We're looking forward to achieving
a new level of suocess in the coming quarter.

Thank you for your attention and I would now like to twm it back to Mike Haase for Q

COMPANY REPRESENTATIVE:
Renee we are ready to start.

THE OPERATOR: ‘

Ladies and gentlemen — if you would like to Tegister a question please press the 1 fallowed by

the 4 on your telephone, (CALLER INSTRUCTIONS) If your question has been answered

and you'd like to withdraw your tepistration please press the 1 followed by the 3. If you're

using a speakerphone please Lift your handset before entering your request. One moment
piease for the first question. Our first question comes from the line of Mark Edelstone from

~ Morgan Stanley.

THE CALLER:
Question if I could, Hector, on the PC related business — in fact I have two there. Could you
give us a general sense as to what type of sequential unit growth you saw in the quarter?

COMPANY REPRESENTATIVE:
Yes, Mark, it's Rob Herb, as Hector mentioned {indiscernible) sales about 60 percent unit
growth was approximately 40 percent for us so clearly there was also some (indiscernible) as
{indiscernible) mentioned.

THE CALLER:

Thanks a lot Rob ~ the other question I had was I understand the comments on inventories in
the channel but as I'm looking at the balance sheet there was a fairly good increase jn
(indiscermibie) reserves in the quarter and in fact they are almost back to the levels that we
saw in the first quarter of this of last year. Can you help us rectify those 2 comments?

COMPANY REPRESENTATIVE: _

Ves sure — his is Bob. On the balance sheet, obviously, any product we ship into distribution
unti] it's resold revenue is deferred. What you see on the balance sheet is the deferred revenue.
What that say is we built some inventory out in the distributors (indiscernible) in anticipation
of the fixst half of next year, Rob can comment on the consumption part of the equation but
what you are seeing on the balance sheet is just the movement of how much inventory put on
the (indiscernible) shelf vs. how much they sold out the door. Basically where we are at as we
continue to manage our {indiscernible) consumption if you take a look at that we know it was
well pver 8 million units. At the same time we know that we reduced the inventory in the PC
supply chain over 2 million units ~ I think now we are very well~positioned with
(indiscernible) not being able to build PCs (indiscemible) besides putting distribution in what
1 cal! quick tarn inventory so customers who arc taking advantage of that in the event that
they see upside in the market. '

THE CALLER:
Rob do you have (indiscernible) how many units are in the channel now?

Fair Disclosure Financial Network, inc. For more information: www . fdin.com
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COMPANY REPRESENTATIVE:

We believe, put it in general contracts — we believe we reduced over the past covple of
quarters the amount of inventory in the PC supply chain by over 50 percent we think we went
from something greater than § weeks to something less than 4 weeks in total.

THE OPERATOR:
Adam Parker with Stanford Bemstein.

THE CALLER:

Could (indiscernible) flash is roughly 30 percent of your revenue, In your QI guidance what
do you assumie about your headset market sequentially unit growth when you make your Q1
forecast?

COMPANY REPRESENTATIVE:

Yes we still think ther is some opportunity overall 2003 particularly in the (indiscernible)
segment, We did see a slowdown here late in Q4 relative to high end handsets in particular so
that is putting us in a little bit more cautious approach as we go into Q1. Take a fook at some
comments we made we said that overall we expect to buck the trend a little bit on the PC
processor side (indiscernible) and actually grow our revenues in Q1 while the (indiscernible)
revenues ovr earnings are going to be flat (indiscernible) — one thing I point out we do have to
offset some legacy businesses that go away from Q4 to Q1. But that is basically indicating
our flash sales of Q1 are going to he flat to stightly up as well.

THE CALLER:
Flash (indiscernible) revenue estimate flat t slightly up in your Q1 guidance, is that?

COMPANY REPRESENTATIVE:

We are stil} seeing a continued shift to higher density produets for (indiscernible) cell phone
market. (indiscernible) (indiscernible) this quarter our overall growth was driven by
{indiscemible) average in the quarter.

THE OPERATOR:
Jonathan Joseph with Salomon Smith Barney.

THE CALLER:

I wanted to ask on the flash it does sound like (indiscemible) just a touch like some of the
building guidance I guess as we got towards the end of the quarter here. Was that largely a
result of cancellations from signal (phonetic) customers or was it just more of a broad~based
falling for the end of the quarter?

COMPANY REPRESENTATIVE:

Again it was bigtime productions what we are going to see so it was related in particular to
some of the high density call phone and maybe overaggressive (indiscemible) based on the
first couple of months reported. Dec. was a little like —— strictly driven by the
high~performance cellphone. '

THE CALLER:
And then a question about Barton and Hammer Barton ~ when you say shipping in
February, is that going to be in some meaningfitl volume that would be impacting our
Fair Disclosure Financial Network, Inc. For more information: www.fdfn.com
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revenues? or modets?

COMPANY REPRESENTATIVE:

Yes,
THE CALLER:

And what's the pricing on that Rob — relative fo (indiscernibie) 28007

COMPANY REPRESENTATIVE: .

Clearly you have a little bit of a waterfall effect (indiscernibie) introduce the new price
performance. In the marketplace the prices just walk down the waterfall market introduction
to revige price points (indiscernible) microprocessors 300 plus dollar range.

THE CALLER:
But you do think that this will have a positive impact on your blended average price?

COMPANY REPRESENTATIVE:

Yes. I think that as we look forward ane reason we have the opportunity for revenue growth
in Q1 is again an increase in our blended ASP in the processor business even if we had flat
unit sells.

THE CALLER:
And then Hammer look iike ir is going to be formally inoduced in April timeframe?

COMPANY REPRESENTATIVE:
' First ~ servers of Hammer product now locked on Aprif time launch — that's correct.

THE CALLER:
Would you say it's going to start inxpacting models here in Q2 or more Q3.

COMPANY REPRESENTATIVE:
Much more the second half of the year impact from a significant revenue activity.

THE CALLER:
Anything holding up in manufacturing on Hammer the 130 nm process moving to the 90 —
90 nm. ' .

COMPANY REPRESENTATIVE:

No, the initial Hammers are (indiscernible) 130 (indiscernible) process so as we conunence
our shipments here for the end of this quarter they will largely be driving the laumch plens for
April,

THE CALLER:
And Barton's a 130 nm as well.

COMPANY REPRESENTATIVE:
That is comrect.
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THE CALLER:
the differences between (indiscernible) and (indiscernible) mostly cache size.

COMPANY REPRESENTATIVE:

Yes that's correct. Barton has a (indiscernible) runs on a 3 — 30 MHz plus — I would also
point out in reference to technology questions that I believe Hector mentioned that we'
successfuily converted all of our output relative processors to 130 mm and our focus this year
was qualified in commencing produetion in 90 nm. All of that is going to be focused on our
Hammer based technology as we go into 2004 which will open up the market to bring
Hammer (indiscernible) timeframe.

THE OPERATOR:
Tim Mabon with CS First Boston,

THE CALLER:

Just a question — I am trying to understand this significant processor inerease you had both
revenues and units — to understand if you have normalized Q3 without the inventory charges
that you took in Q3 what would the unit revenue increnses have been for processors?

COMPANY REPRESENTATIVE:

I'm n0t quite sure how to answer that question off the cuff, to be honest. Give you a little bit
of framework. From the priov conference call the kind of actions we took there was about
$100 million impact that depressed our sales-in the third quarter so kind of — part of ~— part
of our growth was the fixing of that depression issue as you move forward.

THE CALLER:
Okay.

COMPANY REPRESENTATIVE:
We still had significant units in AST improvement quarter to

quarter, THE CALLER:

Maybe we can go off line with that later — inaybe — a follow—up question can you give us
any idea of the switching cost of moving from the (indiscemible) telationship to IBM end was
the $42 million charge you took in the fourth quarter somewhat related to this relationship?

COMPANY REPRESENTATIVE: . :

Well there's really in any way of material descriptions there is no other significant switching
costs in the relationship. I do want to point ous that our relationship with UNC (pbonetic) ‘
(indisccrnibic) continues to the very strong on the foundry side. They contimycs to be a
foundry partner and will continue to be going forward. The costs — the $42 million you
referred to in the quarter was cost we took for service to work specific to product
development issucs and not part of the 1BM long—term relationship.

THE CALLER:

And maybe just real quick for Bob — you mentioned in your prepared comments you had
renepotiated the Dresden long—term debt. Wonder if you could give us detail on that? How
we should be thinking about interest expense in 2003 and share (indiscemible) Thank you
very mneh?
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COMPANY REPRESENTATIVE:

In the renegotiation of Dresden debt the endpeint of the Joan is unchanged. We renegotiated
the amortization schedule ~ like I said we took about $200 million out of the current window.
So obviously your interest expense will go up by the same interest rate no change in interest
rate on the $200 million for 2003, As far as shares — I think modeling around 345 to 350 is a
reasonable ballpark ~ until we are profitable. ‘

THE OPERATOR:
Dan Scovel with Needham and Company.

THE CALLER: '
You previously said break even (indiscernible) 75 now you are saying under 800. Am |
reading niaybe too much in that and you are saying the same thing?

COMPANY REPRESENTATIVE:
'We're saying the same thing — I think you're reading too much into that.

THE CALLER: ‘
Thought § would check. Also on that $42 million RDcharge ! guess why do you want us to
consider that sort of one time —— why wouldn't that be sort of folded into RDexpenses?

COMPANY REPRESENTATIVE:

(indiscerniblc) maybe Bob can comment on how we (indiscernible) but we had a very specific
work that we engaged with in the fourth quarter that was (indiscernible) for that work done it
is nonrecurring ~ that's not work {indiscernible) The IBM relationship on the other hand of
coutse a shared RDexpense — it goes on a quarter by quartez, year by year. Right now itis a
three~year relationship with options to extend it at the end of 3 years. (indiscernible) ongoing
in our RDexpenses going forward.

THE CALLER:
Tt will be within RDexpenses going forward.

COMPANY REPRESENTATIVE:
Absolutely,

THE CALLER:

In terms of cash flow, in the quarter — I mean, obviously just from a 30,000 (indiseernible)
Jevel, debt was up over 600 million and cash was up less than 200 million. Can you give a
back of the envelope view on what the cash movernent there was?

COMPANY REPRESENTATIVE: -

Cash flow from operations in a high—level view was under 100 million between 50 and 100
mitlion was operating cash flow. Then we invested another 130 plus million in capital
expenditures. So we did burn through 200 million in cash and we also paid off 4 few other
small note issues from that standpoint.

So if's kind of a cash flow from operations including capital expenditures was a negaﬁvc 200
million. Which we anticipate ~ based on our good progyess. in the quarter and our outlook for
first—quarter as I said will be be EBITDA positive in the first quarter.
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. THE CALLER:

And finally, obviously, the U.S, patent breakings have come out in previous years — you guys
have been sort of highlighting that. How did you do last year?

COMPANY REPRESENTATIVE:
(indiscernible) we came in at number 13 worldwide. Still ahead of Intel and HP.

THE OPERATOR:
Knshna Shankar with JMP Securities,

THE CALLER:

Can you talk a little bit about the performance of the (indiscerible) introduced in terms of
your rating system about 2800 plus market what rating should we expect on (indiscemible)
for desktop and the notebook?

COMPANY REPRESENTATIVE:

1 can tell you that I don't think we (indiscernible) detail which models will introduce for
environment increase but (indiscernible) mobile as we go forward. Specifically in February
we will introduce at least (indiscernible) increased model number — miore than that we don't
wanna say until we get actual introduction (phonetic).

THE CALLER:
Can you give us an update on (indiscernible) desktop (indiscernible) timing of that in terms of
introduction?

COMPANY REPRESENTATIVE:

At this point we haven't been able 10 make definite plans r change anything relative to what
we are doing there, the only thing we have done is lock lot down the launch plan relative
(indiscemible} for April.

THE CALLER:

And then can you ~—- conceptually speaking the poqmonmg of your high end desktop for the
corporate market and also your mobile product strategy vis a vis the Intel (indiscernible)
product line, how you would treat your (indiscernible) mobile processor for the corporate
market with (indiscemible) tie—in mobile from your competitor?

COMPANY REPRESENTATIVE:

Couple of things. Clearly (indiscernible) is an attenipt by our compehtOr to use their unfair
and undue influence in the marketplace to try to lock people into solutions that are inferior. 1f
you look around many people will tell yo wircless solution from Intel is a very poor
performance relative to (indiscemibie) out there on the market AMD is (indiscernible) point
for competition and we think our processor cores are very well—positioned and more
(indiscernible) marketplace and align those with (indiscemible) wireless technology we think
more thun competitive platform and hopefully the cultures will realize and won't be bullied
into that solution inferior product by competitors.

THE CALLER:
On the desktop how do you plan to complete in the corporate market with the {indiscemible)
technology?
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COMPANY REPRESENTATIVE:

(indiscernible) technology interesting thing (indiscernible) technology very little benefit in
most application (indiscernible) a detriment in some application. One of our comments
(indiscernible) measured perform application siandpoint and over the long—term we actually
think there can be a lot more benefit in AMD 1ival 5450 (indiscernible) (indiscernible) our
process core along with our hyper transport interface technology and our (indiscernibie)
control very attractive solution and not only to the server workplace space but also both in
desktop and mobile space over time.

THE CALLER:

My final guestion is on your production strategy to what kind of marketshare can you
specifically get to by converting o indicate trust and 200 mm fab and can you also give us an
update on your 300 mm fab strategy?

COMPANY REPRESENTATIVE:

Sure - let me answer that in the following manner. Today we are bujlding an Athlon product
that 130 nm (indiscernible) 85 square millimeter die. (phonetic) (indiscemnible) that size
design of cupacity class 30 in Dresden we have the capability of producing approximately 50
million processors a year. As we move toward the Hammer desktop and beyond and let me
take the first step (phonetic) which is introduction of 90 nm technology for (indiscemnible)
Hammer will become the workhorse part at that space, that is a 64 square miilimeter part,
Given the same factory — fab 30 — we're talking in excess of 75 million units that we are
capable of producing. Therefore, I don's think we are worried about any lofty goals we would
take on marketshare and not be able to meet just by our ability of our factor and current
technology plans and growth to be able to get there. As far as the 300 mm, in the last several
momths, as we have worked this issue quite a bit we have been delighted by the broad range
of opportunities that we have in front of us to be able to address our 300 mm challenge.

We believe we must be in volume production in the year 2006, which means we have to stait
engineer work in 2005, We have a number of parmers potentially interested. As a
matter—of—fact interest in partnering with vs has increased. In addition to that we have 3
geographical locations that are very interested in us and we're exploring in Asia and Europe
and now of all places in the United States. I believe that in the next few months we will be
able 1o lock in both our partner strategy and our geographical location strategy and be able to
be more specific iri a few months ahead.

THE OPERATOR:
John Barton with Wachovia Securities.

THE CALLER:

Rob I wonder if you could comment on the flash business ~ obviously, companies made a
concerted effort to go after the wireless handset area. If you could just kind of go through end
market exposure by percentage of sales and flash and give us an idea how that's going and
How that will rend through the year to your expectations?

COMPANY REPRESENTATIVE:

John (indiscemible) great detail there buta couple of overriding comments. We entered this
year at less than 10 percent of the wireless market and end this year (md:scemlble) around 20
percent of the wireless market. That drive fairly high—density/ drive (indiscemible) all of the
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reveniies. So it is a much bigger percentage today, clearly more than twice what it was fast
year. That segment of the market ] think is a great opportunity for AMD as we go forward —
there's going to be continued capacity constraints on leading edge technology for
high~density flash for 2003. Among other segments of the market we have alsohad very
strong position and maintained a strong position in the automotive market. The dowmside of
where we were we had a very large portion of the overall network and infrastructure market
as we ended this year and that market there remains just absolutely awful quite frankly. So we
(indiscernibie) . We're now certainly more dependent than we were on the cetiular phone
market and less dependent than we were (indiscernible) networking infrastructure market.

THE CALLER:

You made a comment ahout capacity constraints on the high end. Could you give us an
indieation of where yu are wirh a respected utilization of capacity date for those high end
products?

COMPANY REPRESENTATIVE: '

Yes you know the good news is that everything we're making on the high—end,
high-performance, high—density flash is being produced and sold. We believe that the only
people with the capability to deliver these kind of products really is our main competitor and
us. We are at this point in time both companies [ believe are probably selling whatever they
can make, We believe (indiscemible) a modest uptick and we believe that will occur this year
and not just modest to take the second haif on the wireless side that will put a strain on the
capacity and the ability. So we are converting as we speak — we are about to qualify 525 in
Austin, Texas to a 130 nm flash technology and (indiseemible) facility in Japan and also
(indiscernible) technology and moving rather aggressively on that. As a matter—of—fact we
have moved our technology transitioning both factories up by almost a year in an effort to
improve our product positioning as well as our capacity. So we are somewhat bullish
long~term on high—density, high~performance ~ no flash.

THE CALLER:

Those comments made and your largest competitots nmade comments about raising prices, Do
you see yourself raising — following the price range going forward are you seeing that as an
opportunity to gain the market share in the little quote friendtier to the costomers so to speak.

COMPANY REPRESENTATIVE:

1 think it is a little bit of both. I think — if [ look at where we are in the marketplace
(indiscernibie) generally means prices was that (indiscernible) and then rise. We certainly
want to be competitive from the market's standpoint. We also approached (indiscemible) we
got some agreements (indiscemible) by product ads and we ore going to live up to those
commitments. (indiscernible) new opportunitics for business — we're certainly going to take
advantage of the opportunity of competitive prices which may be (indiscemible).

THE OPERATOR:
Matthew Sheerin with Thomas Weisel,

THE CALLER: .

1 would Yike to just focus a little bit on your cost—cutting program again specificaily on the
SGAwhich was higher than I had expected for the Dec. quarter. Looking forward, you're
looking to get down I guess below 160 for March. Glve us an idea, particularly toward the
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end of the Tune quarter, what percentage of those cuts wilt come from headcount vs. overall
expenses. And as you're launching new products there obviousty will be some SGAexpenses
related to those launch programs and just give us an idea of what you're going to be looking at
there? Thanks.

COMPANY REPRESENTATIVE:

Sure, this is Bob. Let me try a little (indiscernible) Rob productline (indiscemnible) category.
As we outlined in the (indiscernible) Nov. 7th, probably the area we are restructuring the
most that was impacted the most significantly has been the SGAcategory from a headeount
reduction. We anticipated when we complete all those efforts of reengineering that arca that
will be in éxcess of a 20 percent reduction from the third quarter level in that category of
costs. So (indiscernibie) modeling go forward 20 percent less than the 160 of the
third-quarter from that period of time. As I talked about, the fourth quarter is a seasonaily
important period of time for us, There were things that do not repeat when we move into the
first half of this year. Rob can give a little more color on some of that and also merchandising
of new products. beginning (indiscemible) docked about continuing (indiscernible)
comparative company and we do ook at the launc of (indiscemible) brand campaign and
ongoing efforts relative to brand is critical to AMD not just in the geographies (indiscemible)
merging geography where we see opportunity. Indicative to that as meny of you know, we are
(indiscernible) consumer part of the market in our PC space and even now from more from
the flash space, so we made a concerted effort to fvest and capitalize on the holiday selling
season in that space and 1 think the results pretty much speak for themselves — if you look at
our unit shipment increase along with the reduction of (indiscernible) saw the (indiscernible)
supply chain and we think it was very effective in demand and flowthrough (indiscernible)
PCs based on (indiscernible) profits. So given the conscious effort mvestment, Q1 allows you
to back away a little bit but the follow—on (indiscernible) getting some of the launch activity
in the associated group products thexe will again be significant investment to be made in
successfully launching those products,

THE OPERATOR:
Chris Stanley with J.P. Morgan.

THE CALLER:

Few questions of visibility. Can you talk about the tone of business so-far in January and
where you see strength and weakness fairly by seasonal trend here ~ take a step back and tell
us what kind of linearity you expect in Q17

COMPANY REPRESENTATIVE:

Well let me tie them together a Hittle bit. From a seasonality standpoint Q1 generally does
start off strong, At the cnd of Q1 it tends to be a Hittle weaker from the PC process and
moving into loading up the system manufacturers for systems to be built for Q2 which isa
relatively weak time for PC sales. So (indiscemible) indications are meeting our expectations
(indiscernibic) plan coming into the quarter and for right now we feel pretty zood on the PC
side of the house. Flash side of the house we want to make sure we understand what we saw
which (indiscernible) expectation at the very end of Q4. Sonte of it was based on inventory
adjustment, some of that may have been based on lack of demand. We just want to make sure
we understand the miagnitude of that relative to the flash business and I think that is probably
where we got a slightly more cautious outiook refative to flash market. (indiscernible)
scenario of opportunity for upside depending on what dees happen with the high~-end
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cellphone market.

THE CALLER:
Then a question ot flash and a question on processors. On flash do you guys expect unirts and
ASPs to increase in Q17

COMFPANY REPRESENTATIVE:

1 think we expect a probably — if anything, a very modest uptick in units and continuing
movement toward slightly higher density just to give an example I think we weze up 50
{phonetic) percent fourth—quarter third—quarter density again year on year we were up 75
percent. We expect that trend to continue and as you probably know introduction of 286 Mb
just this past — the end of last year it is an indication of the pressure to continue to move
toward higher and higher density. So I think modest if any unit for (indiscernible) continued
growth significant growth good shipment,

THE CALLER:

That's perfect and last question on the processor side. What effect do you think an earlier
Chinese new year is having on you guys? Do you think that maybe caused some strain in
taking a step back when you say that your visibility in Q1 is better or worse than typical Q1
visibility? Thanks a lfot.

COMPANY REPRESENTATIVE:

Chinese year question I think is having some impact that is factored into our plan hexe for the
quanter so I don't think it is out of line with what our plans are. Relaiive to visibility I don't
think the visibility is any different in this Q1 than it has probably been in past Q1s with the
exception of last year, Q1 of 2001 was the quarter where I tel] you we got blindsided a little
bit, (indiscernible) shipment ended up being guite a bit hipher than what was PC consumption
and quite frankly as we looked at the balance of the year it started deteriorating from there. So
I think Jast year was probably the bigpest anomaly and not just for AMD but for everybody in
the industry on what was going to happen in the PC market. This year I think people have a
little better handle on it and I think probably equal opportunity for.outside and downside as to
happened in the PC market early (indiscernible) year.

THE CALLER: :
Okay, just 50 1 have that clear — do you guys expect processor units and (indiscemible) space
to go up in Q17

COMPANY REPRESENTATIVE:

We didn't make that statement, We said We expect revenues to go up and we did see some
ASP upside so cven if units were tlat we would expect the revenue upside but we did sce that
as an opportunity for growth involved. '

THE OPERATOR:
Ben Lynch with Deutsche Bank.

THE CALLER:

Two questions. First one relates back to Athlon 64 you seem to be giving something like 6
months heads up visibility on the Opteron (phonetic) launch. {indiscernible) more specific on
Athlon 64 — does this mean the launch is more than 6 months out? If i1 ts what sort of
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remaining — or even if it isn't what is the remaining issue with regards to the Athlon 64 .
Jaunch, are there any major process or technology differences vs. the Opteron product, that is
the first question please.

COMPANY REPRESENTATIVE:

Long question. See ifI can catch all of it. First of all no, we made no comment relative 1o the
cutrent standing at the (indiscernible) launch we continued to evaluator working with our
customers very closely. With right positioning of profit is a proper timing (indiscenyible)
price point. Relative to any significant differences between the 2 parts — clearly as we said the
real volume of the product when we get down to the mainstream market ate progressing on
trying to drive our clock (indiscemible) that's why we continued to say the volume in
revenues associated with 64 technology desktop is a second half of the year issue. As far as
launching i, the launch is always associated folly with volume, what the volume ramp is.

THE CALLER:

So if's fair to say, given with the Opteron you seem to have been giving at least 6 months
visibility on almost from the the beginning quarter —and you are not doing that for
(indiscernible) 64 sort of more than & months out?

COMPANY REPRESENTATIVE:

No, 1 don;"t think that is a fair statement. Clearly if we are in a position to shift (indiscernible)
we could make a decision to (indiscernihle) desktop clearly if you (indiscernihle)
infiastructure I think our infrastructure's forward is looking solid - over 25 IXCs (phonetic)
65 IHBs currently announced (indiscemnible) AMD 64~bit technologies so I think you are
reading too much into that. As to what it means 1 think desktop space we jave been deeply
involved (indiscernible) handle service plays represents largest (indiscernible) opportunity for
AMD, THe Opteron processors can be an absolute (indiscernible} introduction (indiscemible)
processor is going to the the world's fastest server processor measure by (indiscernible) in the
(indiscernibie} segment which it serves. So, Take a look at all the things we got coming
together and the success we are seeing with our current product offering with ur extension of
that (indiscernible) based on (indiscermnibie ) (indiscernible) bave the infrastructure line we
have and designer position in the market mostly in.the 32 hit world as well as the 64 bit world
(indiscernible) customers (indiscernible) launch. Many of our products.

THE CALLER:

And second question really a cash question — the 200 million renegotiated debt associated
with Dresden — 1 think total amount there was 550 million there was 100 million of that was
due in Q4 last year. Was that paid and then the second question is: has all the cash charge
related to the restructuring been taken or is there some residual also in Q1 and if 5o what
anrount, pleasc?

COMPANY REPRESENTATIVE:

First to the first question. That payment actually was due fell into actuatly 2003 did not take
place 2002 so that payment ¢id not have to be made from that standpoint. And actually was
mzde at a nwuch lesser amount $50 (phonetic) million versus $100 million that was due based
on the renegotiation. To your second question, there has been a little bit of cash charges
1aking place in the fourth quarter — but the bulk of the 117 million that I quoted earlier will
take place in 2003, :
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THE CALLER:
(indiscemible) quarter or Q2.

COMPANY REPRESENTATIVE:
It is really spread between Q1 and Q2 since we've only done half the peoptle in effect. Haif the
people know right now, the other balf will be known shortly.

THE CALLER:
1.6000 out of the 2000,

COMPANY REPRESENTATIVE:
(indiscernible) right.

THE OPERATOR:
Eric Rothdeutsch (indiscemible) Friedman Billings.

THE CALLER:
My question's been answered. Thanks.

THE OPERATOR:
Tom Thomhill with UBS Warbuzg.

THE CALLER:

Couple of granularity questions. In the processor side can you give me a mix on notebook vs.
desktop. And RD- can we get some idea of the percent of RDspent on flash vs.
microprocessors?

COMPANY REPRESENTATIVE:
I'm sony —— keep going.

THE CALLER ‘
One other one, in intermational sales this is of growing importance, Can you gWe 1§ some 1dea
of the size of Asia Pacific and its trend within the intemational side of the business?

COMPANY REPRESENTATIVE:
1 will take the first and third (indisceinible) second one Bob. Stamng with the last question
first. Geography standpoint ~ we actually had a pretty good quarter look at what's going on
consumption both from a flash standpoint and a processor standpoint in Asia. So we
(indiscernible) real progress being made in Asia diiven largely by China but certainly across
all of Asia. Relative to — and {indisccrnible) fixst part of the question again? I'm. somry - we
actually had record mobile shipments in Q4 — we actually this past year (indiscermible) over 5
million 7th generation (indiscemible) mobile products so a very successful year for vs in
mobile —— probably represents the highest percentage overall share that it ever has everything
to grow that, just begun our first shipments into the (indiscernible) segments (indiscemible)
introduced this quarter. So things are looking pretty good there. I don't really wanna get more
_ granular than that and it doesn't behoove me to do 5o and in general the mobile - continued
growth mobile is going to belp us if we go forward in the more (indiscemible) success
(indiscernible} 2003. The RDexpenses between flash and microprocessors, I won't give you
the granularity that you probably would like but I will just tell you that microprocessors are at
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the leading edge of technology. Takes more effort to support that. But because they're both
under the same umbrella in the same company it really is not meaningfinl to break it because it
ig = the benefit that these 2 product lines (indiscemible) from being under the AMD
corporate umbrella is difficuit to separate so even on a stand—alone company on memory they
may not have as large an RDbuild of a stand—alone microprocessor company, Qur mix would
make very impossible to tnderstand (indiscemible). '

THE OPERATOR:
Doug Lee with Bank of America Securities.

THE CALLER:

Just a couple of follow—ups with Tony's questions. Can you break up the units by sort of
valued segment vs. performance segment — just give a rough idea how that luoks — that is the
first question. Secondly on the new relationship with IBM — want to see how this is going to
affect fab project you had in UNC in Singapore, whether that still is under discussion or if
that's been closed? And thirdly, in fact, the other questions have been answered, just those
two ~ thank you.

COMPANY REPRESENTATIVE:

Again, I'm not going fo give you a detailéd granular split — I would just tell you we had a very
strong push in overall sales in consumption Q4 — we did see a bump up in some of value
based processors in the geography where most appropriate, Those geographies of course are
Asia, Eastern Burope, a fitle bit Latin America, but the holiday selling season is a very sirong
season in the North American and Western Europe markets and that is where we saw the
biggest growth and saw a mixed increase (indiscernible) performance class of processors
expect that to continue as we go into Q1. Both in the desktop and of course with the increase
in mobile shipments that will also drive us to the performance—based processor mix. As far as
the question on the UNC Singapore we have not done an. official disengagement of that
project because, frankly, UNC is stiil a very strong bulk technology factory Company with an
incredibly strong capability on the foundry site, so we want to maintain some options open
but at this point in time can't discuss any further detail than that. So at the appropriate time
(indiscemible) crisper and clearly let you know. We are going to take two mote questions
please.

THE OPERATOR:
Scott Randall with Southview Technology.

THE CALLER:

Following up on the agreement with IBM —— the press release talks about selected
manufacturing partners in terms of (indiscernible) technology ~ could you talk me through
who that might be and does that include UNC specifically?

COMPANY REPRESENTATIVE:

Because of the nature of the agreement with IBM we cannot disclose answers but we have in
our agreement with them the flexibility to be able to partner with a number of people that are
all exacily the kind of people we want to partner with. But, again, because of the
confidentiality of it [ cannot tell you the name.

Fair Disclosure Financial Network, Ihe. For mote information: www.fdfn.com
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THE CALLER: :
Is it 't safe to say Hector (indiscernible) fall into the category of being appropriate?

COMPANY REPRESENTATIVE:
Joint venture especially if it is a 50 percent plus it would be more of an AMD factory rather
than some other partnering.

THE CALLER:
Right. So it doesn't exclude joint venture dependent upon who the partner would be I guess is
what you're... )

COMPANY REPRESENTATWE:
That is corrsct.

THE OPERATOR:
Mark Grossman with SG Cowen.

THE CALLER:
1f 1 remember last quarter you mentioned you're targeting break even by Q2 — is that still a
target?

COMPANY REPRESENTATIVE:

Absolutely. We're obviously ~— what we wanted to highlight more than anything today and
didn't want you fo read anymore into it than just that is the fact that we put in a lot of
(indiscemibie) of those things we are in significant controi of which is our cost and we
believe we can get our costs in~line. As Rob mentioned, we have incremental yevenue
opportunities which then puts us in a position to say we are still targeting to break even in
second—quarter.

THE CALLER:

Okay and, second, can you talk about your confidence level in terms of shipping the Opterons
and (indiscernibie) in Q2. Have you actually started production and yields, and what are the
hurdles to get that to happen?

COMPANY REPRESENTATIVE: ,
None of us are probably prepared to talk about the production levels and yields but 1 can telf
you that we fully expect that theye will be shipping the Opteron and (indiseernible) i
second-quarter. Okay, thank you very much. Take care.

THE OPERATOR:

Ladies and gentlemen, that does conclude your conference call for today. We thank you for
your pasticipation and ask that you please disconnect your lines. (CONFERENCE CALL
CONCLUDED)

Enable auto—refresh (scrolling) of live transcription.
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All products and services provided by FDfn, Inc. heseunder, including, but not limited to
call transcripts, are provided "as—is" or "as available". Except as expressly stated, FDfn
hereby disclaims, and you hereby waive, all other express or implied warranties, regarding
the call transcripts or other of FD's products provided hereunder or any portion thereof,
including but not limited to, implied wamranties of merchantability and fitness for a
particular purpose, warranties created by course of dealing, course of performance, or trade
usage, and any warranties of non~infringement, Without limiting the generality of the
foregoing, FDfn does not represent or wairant that the call transcripts will always be
accurate, complete, or esror—free. The foregoing exclusions and disclaimers are an essential
part of the order for this document and formed the basis for determining the price charged

for the document.
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Item 5, Other Events.

on Januagy 17, 2001, Advanced Micro Devices, Inc. (the "Company™}
announced its fourth guarter sales. The Company reported sales of 51,175,172,000
and net income of $177,968,000 for the guarter ended December 31, 2000. Net
income amounted to $0.53 per diluted shars. The full text of the press release
‘{5 set forth in Exhibit 99.1 attached hereteo and is incorporated in this report
as if fully set forth herein.

Item 7. Financlal Statements, Pro Forma Financial Information and Bxhibits.

(c} Exhibits
Number Exhibit
89,1 Press release dated January 17, 2001.
2
SIGNATURES

Pursuant to the requirsments of the Securities Exchange Act of 1834, the
registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly avthorized.

ADVANCED MICRO DEVICES, INC,

Date: January 23, 2001 By: /s/ Rebert J. Rivet
Robert J. Rivet
Senior Vice President, Chief Fipancial
Officer

Exhibit Index
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Exhibit 99.1

AMD REPORTS FDURTH QUARTER RESULTS

--AMD reports record amnnual sales of 4.6 billien
with record net income of 5983 million-—

SUNNYVALE, CA ~- January 17, 2001 -- AMD today reported sales of
$1,175,172,000 and net income of $177,968,000 for the quarter ended December 31,
2000. Net income amounted to $0.53 per diluted share.

Aggregate sales of AMD flagship products — BC processors and flash memory
devices - increased by 33 percent from the like period of 1589. Total company
sales increased by 21 percent from the fourth guarter of 193%. In the fourth
quarter of 1999, AMD reported total sales of $968,710,000 apd net income of
$65,060,000, which ampunted te $0.21 per diluted share,

Annual sales for 2000 set a mew record at $4,644,187,000 - 63 percent
higher than 1938, Net income of $983,026,000, or $2.B89 per diluted share, was
also a record. Results for 20060 included a one~-time net gain of $189,203,000
from the sale of the company's voice communications business {Legerity) and the
retirement of senior securad notes, Net income excluding the cne-time net gain
ahove amounted to $793,823,000, or $2.36 per diluted share. In 129% AMD reported
sales of 52,857,604,000, which resulted in a net loss of §$E§,3936,000, or §0.30
per share.

—more-

"D had the best year in its history," said W.J. Sanders III, chzirman and
chief executive officer., "AMD had record sales, record operating income, record
pet income, and record earnings per share in 2000. Sales growth of approximately
$1.8 billion produced a favorable swing of $1.2 billion in operating income. Net
income was nearly §1 billion.

"our technology and manufacturing organizations distinguished themselves
from the competition by executing nearly flawlessly. While the deterioration of
the PC market late in the year impacted sales of FC processors in the fourth
quarter, AMD substantially outperformed the semiconductor industry in a year of
extraordinary growth. Despite the PC slovwdown, AMD achieved record unit
shipments of nearly 7 million PC processers during the quarter. AMD gained
market share in the PC processor arena, with mére than 26.5 million total units
sold in 2000. We believe we gained three points of market share in uynits during
the year, to approzimately 17 percent of the worldwide market for PC processors.

"hemand for AMD Athlon{TM} processors remained strong in the fourth
quarter,* Sanders continued, "Unit and dollar sales of AMD Athlon and AMD
Duron (TM} processors increased for both despite severe weakness in the North
American retail sector of the PC market. Unit sales of AMD Duron processors were
impacted by the unavailability of certain chipsets. Total PC processor average
selling prices were negatively affected by end-of-life pricing of AMD-K6~Z(R)
family processors, ’

"During the guarter, AMD introduced a 1.2-gigahertz versiom of the AMD
Athlon processor wtilizing DDR memory," said Sanders. "This combination delivers
unsurpassed PC performance on the most commonly used business applications. lLast
week, BMD introduced an 850-MHz AMD Duron processor, strengthening its
performance leadership in the value space. No matter how little or how much PC
users want to spend, they will continue tc get more performance for their meney
with an AMD-powered system.

~more-~
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"A major factor in our excellent results was the continuing success of the
world!'s ¥irst l-gigahertz PC processor, the AMD Athlon processor. The innovative
AMD Bthlon processor established AMD as & leader in high-performance PCs. We
continue Le pe the volume provider for PCs featuring speeds of one gigahertz and
greater. Indeed, by the end of the current quarter, all AMD Athlon processors '
will be manufactured with clock speeds of one glgahertz or higher,” Sanders
continued.

m"Sales of flash memory products remained strong, with fourth-quarter sales
growing by nearly 10 percent sequentially, as demand remained strong and broad-
based during the gquarter. Sales of AMD flash memory products more tham doubled
in 2000. We aggressively ramped production capacity during the year to support
our customers, and in the face of continuing strong demand for flash memery
products, we are continuing to add production capacity.

"Going forward, new versiocns of the AMD Athlon and AMD Duron processors
should enable us to participate in the performance mobile, server, and
workstation markets. These mew products, coupled with continuing strength in
demand for our flash memory preducts, should ameliorate somewhat the impact of
the current slawdown as excess PC inventories work their way through the
channels of distriburion.

"While current ecomomic conditions make it difficult to forecast demand, we
believe our prospects are excellant for gaining markel share, growing faster
thap the industry, and increasing our operating profit im 2001," Sanders
concluded,

Current OQutlook

The company's outlook statements are based on current expectations. The
following statements are forward-looking, and actual results could differ
materially. The company's current outlook is based on the following projections
for its flagship products.

-more-

The company expects that normal seasonal weakpess in first-quarter demand
for PC processors coupled with the effects of excess PC inventories in the
distribution channels will impact PC processor sales in the first guarter of
2001, The company currently expects to sell between 6 and 6.5 million BC
processors in the first quarter. Accordingly, PC processor revepues are expected
to he modestly lower. The company expects that unit growth for the PC market
will be in the mid~teens for 2001 as a whole.

The company currently projects that sales of its flash memory products will
grow modestly in the first quarter from the levels of the fourth quarter of
2000, with substantial growth for the year as a whele.

Accordingly, the company expects that total First-quarter sales for AMD
will be up year-on~year, but ne better than £lat seguentially from the fourth
quarter of 2000. '

With some analysts currently reducing their forecasts for semiconductor
industry growth to the range of 7 to 15 percent for 2001, RMD expects its sales
to grow at the high end of these forecasts, The company believes that industry
growth in this range would likely result in pricing pzessures and resultant
lower margins. The company believes khat aggregate growth in the range of 15
percent in this enviromment would result in net income of $2.00 per diluted
share, plus~or-minus a few percentage peints, assuming a 32 percent tax rate,
for 2001.

BRMD Teleconference

AMD will hold a teleconfereace for the financial community at 2:30 PM
pacific Standard Time today to discuss fourth-guarter financial results. AMD
will provide a real-time audioc broadcast of the teleconference on the Investor
Relations page of its web site at http://www.amd.com or

e e e bt 4 P B o B 8 R

http://www.streetfusion.com, The webcast will be available for two weeks after

the teleconference.

—-more~

Cautionary Statement

This release centains forward-looking statements, which are made pursuant
to the safe harbor provisions of the Private Securities Litigation Reform Ret of
1995. Investors are cautionad that forward-looking statements in this release
involve risks and uncertainty that could cause actual results te differ
materially from current expectations. There can be no assurance that demand for
the company's products will continue at current ¢r greater levels, or that the

Saurce: ADVANCED MICRO DEVIG, 8-K, January 24, 2001



company will continue to grow revenues, cperating prefit, or earnings.

Risks alsc include the possibility tbat demand for personal computers and,
in turn, demand for the company's PC processcrs will be lower than currently
expected; thet the compahy will not be able to produce the AMD Athlon and RMD
Duron processors in the volume, speed mix or with the feature set necessary o
meet cuskomer reguirements and the cempany's current plans and goals; that Intel
Corporstion pricing, marketing programs, new product introductions or other
activities targeting the company's processor busihess will -prevent attainment cf
the company's current processor sales plans; that third parties may pot provide
timely or adequate infrastructure solutions to support the AMP Athleon and AMD
Duren processors; and that uncertain political and economic conditions will
cause lower than expected demand for the company's products. In addition, the
company's flash memory products ¢apacity expansion plans are based on current
forecasts of demand that are subject to change depending on evelving general
industry conditions, changes in customer -needs, and the product introductions
and capacity expansion of competitors. While demand currently exceeds production
capacity, there can be no assurance that demand for the company‘s flash memory
products will continue at current or greater levels.

We urge investors to review in detail the risks and uncertainties in the
company's Securities and Exchange Commission filings, including but not limited
to the repert on Form 10-K for the year ended DPecember 26, 1999, and the report
on Form 10~Q f£6r the guarter ended October 2, 2000.

~more-~

About AMD

AMD is a global supplier of integrated circuits for the personal and
networked computer and communications markets with manufacturing facilities in
the United States, Europe, Japan, and Asia. BMD produces microprocessors, flash
memory devices, and support circuitry for communications and networking
applications., Founded in 136% and based in Sunnyvale, California, AMD had
revenues of $4.6 billion in 2000. {NYSE: AMD).

P T

WORLD WIDE WEB: Press anpouncements and other infermation about AMD aTe
available on the Internet via the World Wide Web. Type http://www,amd.com at

the URL prompt.

NOTE TO EDITOR: Readers may obtain additional information by calling 1-800-222-
9323 or 408-749-3060. Technical Support Email: hw.support@amd.com

AMD, the AMD logo, AMD Athlon, AMD Duron, and combinations thersof are
trademarks, and MMD-K6 is a registered trademark of Advanced Micre Devices, Inc.
in the United States and other jurisdictiens.

hdvanced Micro Devices, Inc.
CONSOLIDATED STATFMENTS OF OPERATIONS
{Thousands except per share amounts)

Quarter Ended

{Upaidited) Year Ended
Dee, 31, oct. %, Rec, 286, Dec. 31, Dac. 26,
2000 z2000 19%9 2090 1889
Net sales $1,175,172 §1,206,549 § 968, Ti0 54,644,197 $ 2,857,604
. Cost of sales 657,303 635,010° 581,548 2,514,637 1,964,434
Rezesrch and development 162,0B8 162,764 156,936 641,759 835,786
Hoxketing, gemeral and - .
administrative 160,753 141,831 158, 803 585,015 §40,070
Restructuring and other
spaciel chargoes - - 5,700 - 38,230
980, 144 943,705 896, 8584 3,755,451 3,378,520
Opgrating income {loss} 195,028 262,844 71,728 8906, 136 {320,916)
Gain on aale of Legerity w 336,899 - 336,839 -
Gain on sale of .Vantic - . - - - 432,089
Intorest income apd other, net 25,449 19,789 6,958 86,302 31,73%
Interest expenss {19, 933} (17, 382) (32,370} {60,037} {69,253}

Incomn before inecome taxes,

Source: ADVANCED MICRO DEVIC, 8-K, January 24, 2001



equity in joint venture and

extypordinary item 200,544 GDZ,i50 66,314 1,251,89% 73,625
rovigion for ineome taxes 30,082 175,009 - 258,868 167,350
Income {loss} befare equity in joint "
venture ond extraocdinary item 170,462 427,141 66,334 985,03), {93,72%)
fquiey &n joint venture - 7.570 4,406 (1,234) ° 11,089 4,789
fncome (loss) before extraordinary item 178,032 431,547 65,080 1,006,070 {88,936}
Extryordinnyy item - debt retirement,
net of tay benefit 64 22,980 - 23,044 -
Net income {losa) § 177,968 § 408,567 £ 65,080 $ 983,026 $ {B8,936)
Net income (loss} per common shaxe
Basic
income {353} before extraordinary item # 9.57 5 1.38 $ 0.22 3 3.2% 5 {0.30)
Net income {%ess) § 0.57 ¥ 1.3% $ 0,22 5 3.18 $ 10.30)
oiluted .
Income (lofs} brfore extraordinary item $ 0.53 5 1.2% $ 6.2 § 2,95 $ (0.30)
Net ingeme {loss) & 0.53 § L.i8 § 0.2z $ 2.89 § {0.30)
Shares used ih per share calculation
- Basic 313,501 311,843 296,506 309,331 294,577
- Piluted ' 345,782 . 352,853 308,278 359,000 294,577

Advanced Micro Devices, Inc.
CONSOLIDATED BALANCE SHEETS

{Thousands)
Decemher 31, - Decembex 26,
2000 1555
Assets
Current assets: .
cash, cash eguivalents and short-term investments § 1,293,165 $ 536,511
Accounts receivable, net 547,200 425,805
Inventories 343,541 198,213
peferred income taxes 218,527 55,856
Prepaid expenses and other current assets 255,256 129,389
Total current assets 2,657,689 1,209,878
Property, plant and equipment, net 2,636,467 2,523,236
Investment Iin joint venture 261,728 273,608
Cther assets 211,851 170,976
$ 5,767,735 $ 4,377,698
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable $ 477,369 $ 3B7,193
Accrued compensation and benefit . 172,818 51,500
Accrued liabilities . 276,721 273,689
Income tax payable 74,906 17,327
peferred income on shipments to distributors 92,8928 92,917
Current portion of long~term debt, capital
lease obligations and other B8, 636 47,626
Total currept liapilities 1,183,175 510,652
Deferred income taxes 203,986 60,451

Long-term debt, capital lease obligations and cther,

Source: ADVANCED MICRO DEVIC, 8-K, Janhuary 24, 2001



less current portion . 1,208,907 1,427,282

Stockholders’ eguity:
Capital stock:

Common stock, par value ' © 3,151 2,992
Capital in excess of par value 1,406,280 1,120,460
Retained earnings 1,856,261 B73,23%
Accumulated other comprehensive loss {94,025) {17,414)

Total stockholders' equity 3,171,667 1,879,273
$ 5,767,735 $ 4,377,698
1.4

Created by 10KWizard _www 10K Wizard.com
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Editar
AMD'S FIRST QUARTER EARNINGS CONFERENCE CALL

Operator

Ladies and gentlemen, thank-you for standing by. Welcome
to the AMD's first quarter earnings conference cail. During
the presentation, aif participants will be in a fister-only mode.
Afterwards, you will be invited to participate in a question
and answer session, At that time, if you have a guestion, you

FINAL TRANSCRIPT

LRI i daails

b

wili need to press the ‘1' followed by the’4' on yourtelephone,
As a reminder, this conference is being recorded Wednesday,
April 18th, 2001, fwouid now fike to tum the conference over
to Mr. Bob Rivet, Senior Vice-President and Chief Financtal
Officer at AMD. Please go ahead Sir.

ROBERT J. RIVET

Thank-you Robert, Good afternoon and welcome to AMD's
first quarter earnings teleconference call. 1 am Bob Rivet, the
Chief Financial Officer, With me today in Sunnyvale and
hosting this call is, Jerry Sandats, Out Chalrman and Chief

" Executive Officer. Also present are Hector Ruiz, Our President

and Chief Operating Officer, Bob Herb, Executive
Vice-Presidentand Chief Marketing Executive, Walid Maghribi,
Senior Vice-Prasident and President of Our Mamory Group,
and Ben Anixter, Vice-President of External Affairs. i witl begin
by summatizing our first quarter highlights and then tun it
over to Ben, then to Hector, and finally to Jerry, Today, we are
represented from the media listening then, but since this call
i for finandcial analysts, we will only take guestions from
members of the financial community. Please hold on
questions until we conclude our preparad remarks. This
conference call is a live Wroadcast and will replay via the
Internet at www.streetfusion.com and www.amd.com. The
tape phone replay number for North America is 800-633-8284.
Outside the US, dial 858-812-6440, The coda to access this
call}s the same for both and that number is 182-99-631. Before
we begin the conference cati, | would like to caution everyone
that we are making forward-looking statements about
managements plans and expectations. As you know, the
semiconductorindustryis generally volatile, Our product and
protess technology development -projects, and our
manufacturing processes are compiex. Current economic
conditions make it especially difficult to forecast product
demand. Because ouractual results may differ materially from
our plans and expectations today, { encourage you to review
our fifings with the Security and Exchange Commisston, where
we discussed in detail the risk factors In our business. You will
find the detailed discussion in our most recent Form 10-K
fiing with the SEC. { am extremely pleased to report the
financial highlights for AMD's First quarter. Revenue for the
first quarterwas $1.189 billion, up 11.5% over the first quarter
of 2000 from continuing eperations, and up 1% from the
fourth quarter of 2000, For darity, when | mention continuing
operations, we are exciuding the voice communication
business, now calied Legerity from our historical results. We
sofd this business in the thid quarter of 2000. Ous
microprocessor business set a hew revenue record in the

streefevents@thamson.com

617.603.7900

www.streetevents.com

© 2004 Thomson Finznclal. Republ
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quarter and grew by 17% over the first quarter of last year
and the fourth gquarter of 2000, Revenue in our memory
business grew by 26% over the first quarter of 2000, but was
downr 10% from the fourth quarter. With ourtop line growing
both year-on-year and sequentlally and our prudently
managed expenses, we are pieased with our operating
income, Pro forma operating income as displayed in our press
release as our non-GAAP consolidated statement of
operations includes the impact of FASL, our manufacturing
jointventure with Fujitsu. Operating income was $190 miltion
or 16% of revenue for the quarter, up 16.5% from the first
quarter of 2000 from continuing opeyations, Net income for
the gquarter was $125 million, was 10.5% of revenue, down
565 million fromn a year ago due almost entirely to additional
tax provisions of $63 million which is included In our current
quarter results. (n the first quarter of last year, we had 0 tax
pravision. Fully diluted earnings per share were ¢37 for the
quarter. Gross margin on a pro forma basis was 41.8% forthe
quarter, only down 1.2 percentage points from the first
quarter of 2000 from continuing operations. Research and
Deveiopment spending was $158 million or 13.3%of revenua
for the quarter. Compared to the first quarter of last year, R&D
spending has declined as a percent of revenue from 14.8%
o 13,3%, Marketing, general, and administrative spending
was $149 miflion or 12.5% revenue for the quarter. Compared
to the flrst quarter of last year, our spending has dedined as
a percent of revenue from 13.2% to 12.5%. Qur tax rate for
the first quarter was 32%. Our cash balance increased to 51.6
billion, up $300 mililon from December 2000. We held our
inventories essentiaily fiat from the fourth quarter, only
increasing $11 million in raw material. Days of inventory
declined to 45 days. inventories for both our microprocessot
and flash business are well positioned for our second quarter
plan, Capital spending for the first quarter was $163 million,
about ha¥f of which was from Dresden, and depreciation
expense was 5153 million for the quarter. EBITDA was $320
miltion for the quarter. For your modeling for 2001, pleasa
consider the

following

Our tax rate will remain at 32% for the year, Capital spending
wiil be $1 billian for the year, up 5200 mitlion from last year
as we complete Fab 30 and install 130-nm capacity.
Depreciation is forecasted to be about $670 million for the
year, Finally, we will continue to invest in R&D activities and
maintain our current range of R&D spending as the percent
of revenue to 13.3% to 13.5% for the year. { would now like

to turn the floor aver to Ben Anixter to start the business
segment presentation. Ben?

BENJAMIN M, ANIXTER

Thanks Bob. Our ongoing foundry and other service activities,
which is support for Vantis and Legerity, continue to decline
in Q1. We now expect these services to continue trending
down throughout 2001, In Q2 of 2001, these revenues will
be jn the 535 million range. The other IC product segment
also trended down as networking embedded processor
demand suffered from the communications market sector
downturn. These praducts in aggregate will preduce sales in
the $16 million range in Q2. So, in total, about 5100 miliion
per Q2 trending down throughout the year wili come from
these segments, As you know, we except growth will come
from our ftagship products, flash memories, and PC
pracessors, Now, | would like to turn the meeting over to
Hector, who wiil cover our memary group.

HECTOR DE J.RUIZ

Thank-you Ben. Before | discuss our memory business, | want
to take a few minutes and go over some highlights of our
operations. Throughout the first quarter, we improved our
output to market need efficiency and continued to felt out
all the Athlons that we produced, and as Bob pointed out,
we ended the quarter with a 0 net inventory bill except for
raw materiais, Al of our factories performed at record levels
in the quarter relative to yield productivity. In addition, our
Fabs had record low cyde times, which are in unequivocal
representation of the health and productivity of the
operations, Since the beginning of praduction fast June, Fab
30 has produced over 6 million Athlons at the end of first
quarter. Fab 30-production ramp continues on plan, and we
are curtently at 60% on capacity in wafer stocks and we wilf
achleve full capacity by yearend, as previously indicated. It is
significant to note that the conversion of Fab 30 to 0.13
micrens is on plan, 2nd we intend to begin production to
start in the fourth quarter of this year and we expect that alt
productian output to be totally converted to 0.13 microns by
the end of next year. In addition, we have demonstrated the
robustness of our0,13-micron SO| technology by fabricating
SRAM's at excellent yields in Fab 30. Our JV3 Hash-Fab was
completed and fitted in record time in Japan and our first
0.18-miczon engineering rounds are in process with
production scheduled before yearend, Now let me switch to
our memory business. Memeory group sales forthe firstquarter
were $411 million, down 10% from the fousth quarter of last
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yeas, but up 26% from the same quarter last year. Unit
shipments were up slightly from the preceding quarter while
ASP's were lower by only 2.4%. This was a reflection of our
continued push to move to higher density'products, which
averaged nearly 11 megabit per unit shipped in the first
quarter. Sales in Asia were refatively firm and down onty 2.4%
fram the fourth quarter. Sales in the Americas were down
neatly 11% reflecting lower sales through our distribution
¢hannel, which largely serves the networking and
communication markets, in the Europe, sales were down 14%
primarity due 1o weakness in the ceflulartelephone market.
Visibifity for our current quarter is weak and while our
customers remain committed to take the volume negotlated,
they are refuctant to place ordersahead of time, thus reducing
the qulckness of our outlook., We anticipate sales in the
current quarter to be sequentiaily down. We are, however,
more optimistic about the sacond half of the year as
fundamental changes in the celfular handset market will start
to emerge in the businesses ofthose customers that we serve,
I would.jike to now turn the discussion over to jerry who will
discuss our microprocessor business and the corporate
outlook,

W, JERRY SANDERS i}

Thanks Hector, With sales of 7.3 mifion units and $651 millien,
PC processors set new records. Revenues grew 17% both
year-an-year and.sequentiaily. We continue o gain market
share now at 21.5%. Continued dernand in emerging markets
for K6-2s generated shipments of BOG,000 units, but produced
fess than 5% of our PC  processor revendes.
Seventh-generation processors, Athlons and Durons
combined, had an ASP In excess of $95, and overall our PC
processor ASP was over 590, up sharply from last quarter's
481 on the richer mix, Sevanth-generation processors grew
3 126% year-an-year and 27% sequentially. Athlon and Duron
sales were each up sequentially in both units and dollars.
Demand for high-performance Athions was particularly
gratifying and we sold mare than 2 miltion 1 gigahertz or
faster Athlon, virtually our entise production of such devices,
Accordingly, and in fight of continuing excallent progress
and enhancing transistor pesformance in both mega Fabs,
we now plan to continue preduction of Athlons and Fab 25
in Texas, in addition to Fab 30 in Dresden for the current and
next quarter. Global production of Athlon is now exciusively
1 gigahertz and faster devices. We will simultanzously
maintain our aggressive ramp in Fab 30 generating
preduction volumes of 1.4 gigahertz Athions to beintroduced
in the current quartet. We commence shipments from Fab

30 of the first power-managed Athlops, code-named
*Palomino’, at the end of last quarter targeted at the mobile
market where features are most compelling. The official
Palomino mobile faunch and availabiiity of Palomino powered
laptops is set for May. In Hight of the mobile opportunity and
a generally flat near term outlook for deskiop PCs, we will
aliocate ali Palomino output this quaner to portable
applications. We plan to launch the desktop version of
Palomino at 1.5 gigahertz next quarter. Coupled with a
double-data-rate enabled chipset, a 1.5-gigahertz
power-managed Athion should result in the highest defivered
peformance of any PC processor available in the market, We
pfan to maintain our leadership and delivered perfermance.
Going forward, in the current quarter, our improving solution
provision capabilities and the value desktop space, the
malnstream and performance desktop space, and our first
compatible offering for performance mobile appiications in
entry level servers, encourages us to believe we can maintain
unit sales-of PC processors at near record levels comprised
entirely of seventh-generation processors, We continue to
believe that our PC processor ASP for the year will be in the
$90 to $100 range. In light of current market conditions, we
gxpect thaose ASP's to be at the lowest end of the range this
guarter, As indicated in the press release, we expect high
single-digit PC industry growth with accelerating growth in
the second half driven by mobite growth and theferthcoming
Microsoft Windows XP, where we believe AMD is particularly
at vantage. We plan to continue to gain share in PC
processors. The recent collapse in demand for chips
precipitating a reversal of forecast in industry growth to a
sharp deciine for 2001 Is the direct result of the bursting of
the bubble in the communications sector, The PC industry
suffered coilateral damage aggravated by diminished
consumer and business confidence, We remain convinced
that the PC is in wired and increasingly in wireless form will
remaln the hub of an expanding digital universe for years to
come, We currently see no improvement in the
communications sector where AMD'S current exposure Is
limited primatily to ourflash products as a result of fast year's
sale of Legerity. After last year's torrid growth, we expect the
flash market to be no better than flat, Ouy unique positioning
inautomotive markets, our fong-term agreements, and relief
ofthe production capacity canstraints that imited our growth
in 2000, should enable us to continue to gain share this
quarter and this year, In summary, in the face of continuing
weakness in the communications sector and pasting our
memeory, and other IC product businesses contrasted with an
encouraging outiook for our PC processor activities, which
may of may not be sufficient to offset that weakness, revenues
could decline by as much as 10% sequentially from our just
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reported near record sales level, For the year as awhole ina
declining market, we expect AMD to grow modestly and we
are comfortabie with the first call consensus estimate of a
doflar fifty per diluted share. And with that, ! will turn it over
to Bob Rivet to host questions.

ROBERT J. RIVET

Thank-you Jerry. Robert would you organize the Q&A please.

Operator

Thank-you. Ladies and gentlemen, if you do have a question,
you wilf need to press the 7' followed by the '4" at this time,
You wiil hear a 3-tone prompt acknowledging your request,
ifyour question has been answered and you wish to withdraw
your poliing request, you may do so by pressing the ‘1*
followed by the "3". if you are using'a speakerphane please,
pick up your handset before entering your request, One
moment please for the first question. Scott Randalf with Wit
SoundView. Piease go ahead,

SCOTT RANDALL

Great, Thank-you. Jerry, kind of Intrigued about the comment
about AMD being at vantage working under Microsoft XP,
can you expand that a bit?

W. JERRY SANDERS if!

Yeah, it turns out that our understanding of Micrasoft XP is
that they are incorporating some new application such as
photu processing, and conversations we have had with
Microsoft executives want us it to be a major application and
what they are looking forward is the highest possible
performance PCat the lowest possible cost, Rob willcomment
on what we think we can do there.

ROBERT J. RIVET

Yeah, | think especially in the value PCs base were from 2
consumer standpoint, it's something approaching probably
70% of the total market maybe it's less than 80, Now clearly,
AMD is at vantage with the processing petformancein Duron
versus Celeron, Now, that we bave an advantage
clock-for-clock, 1 think we are going to be able to bring
frequencies into those value price points with the Duron
technology that should set us apart. So, both of those working
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on some of the additional imaging applications Jerry tatked
about should position us nicely as a goad box to run XP on.

SCOTT RANDALL

Okay. And zlso Rob, any update us on Sledgehammer and
thoughts vis-a-vis what Intefsup to?

ROBERT J. RIVET

Well, § stilf think that dearly the hammer family is a better
idea for AMD. 1 think out of 64-bit strategy is on track. | think
we are seeing growling evidence of people lighting in the
direction we are headed. So, | am quite confident that as we
go forward here that hammer will be the right solution for a
64-bit [__, ] ASiC, and in particular it is going
to be the right solution for 64 bit for desktops.

W. JERRY SANDERS il
We are going ¢ be firstin the desktop with €4-bit technology.

SCOTT RANDALL

Dkay. One last question if 1 coutd, the $13 mithon of J¥ income,
is that something that that we should expect to continue o
Is that kind of an anomaly?

W, JERRY SANDERS 1§}

That's probably a high watermark.  would anticipate it to be
a fittle bit iess than that as we go forward.,

SCOTT RANDALL
Great. Thank-you.

Operator

Vadim Zlotnikov with Sanford Bernstein. Piease go ahead
with your question.

VADIM ZLOTNIKOV

Just tecently, Intel indicated some changes in strategy vis-a-vis
the mobile segment. Could you talk a little bit about your
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strategy in the mobife? And also could you give us at least
some rough indications whether your profitability in that
segment is above normal microprocessar average of the ASP's
meaningfully above the average? And what you intend to-do
to respond to intel’s price reductions?

W, JERRY SANDERS H|

Well, those are a ot of questions. Let's try them. We think we
have the mast compalling solutions for the mabile segment.
Our profitability in the mobile segment currentiy is 0, because
we have virtually no presence whatsoever. With the power
managed Athlons, code-named 'Palomino’, which will be
launched next month, we believe we have a supetior solution
top to bottom over what Intel has. Basically, our mobiie
solution, the Palomino will outperform the Intel's sojufion
Clock for clock, and we believe that we can match them on
any dlock speeds going forward for the next several years as
they migrate their production, So, we believe that we have a
very strong offering in the mobile space, and traditionally,
mobiie prices have heen higherand so the margin should be
enhanced. Relative o their pricing strategy, | presume you
mean their P4 pricing strategy? ‘

VADIM ZLOTNIKOV

Na, They have also been cutting prices on seme of the mabile
chips as well.

W. JERRY SANDERS [I!

welt, | think that basically their price reductions on mobile
chips are not out of the ordinary. We have seen ng
eutfaordinary price cuts fram ntej other than the supposed,
projected, and forecasted dramatic price reductions that are
forth coming an P4.

VADIM ZLOTNIKOV
Okay. Thank-you.

Qperatar

Gary Goldstein with Giifard Secutities. Please go ahead with
your question.

GARY GOLDSTEIN

Congratulations guys oh a great quarter in a real tough
envirenment. Could you walk us through just a couple of
guick things? One on the Pro Processar - What are you guys
looking for this quarter if you could give us some indication
as far as price for Processor goes and one the 1 Gigahenzand
faster that was 2 million units? Where did that go?

W. JERRY SANDERS i

We shipped over actuaily 2 million 1 Gtgahertz and faster
processors. We expect to improve that rather dramatically in
this guarter, since now all of our production of Athlens is 1
Gigahertz or faster, For the quarter just completed, as | said,
our seventh-generation processors, Durons and Athions
combined, was over §95. The overall ASP was dragged down
to around $90 because of these 800,000 K6-25.Going forward,
we are assuming no K6-2s in Q2, ouy current quarter, but

" because of these aggressive pricing moves, we are being

conservative and assume that our ASP for seventh-generation
pracessors, which will comptise all of our sales will be at the
low and of our $50 to $100 range,

GARY GOLDSTEIN

Okay. Great. And just one tast one - did | understand correctly
that the majority of the capex of the 200 s going towards the
Dresden facility?

W. JERRY SANDERS i

Let me respond. [t's §1 billion capex.

GARY GOLDSTEIN

Lam sorry, 1 biffion.

W, JERRY SANDERS Il

5300 miltion increase and more than half is targeted for
expanding our capacity in Dresden and equitpping it for 130
rnm. .

GARY GOLDSTEIN

Thank-you very much and congratulations again.
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W. JERRY SANDERS I
Thank-you.

Operator

Your next questionis from Hans Moesesmann with Prudential
Securities, Please go ahead.

HANS MOSESMANN

Yes, Jerry.Can youcomment regarding the seasonality ofthe
overall processor business? And the second question - what
will be the entry speed Pifl of 0.13~miicron product {ater this
year? Thanks.

V. JERRY SANDERS Il

The answer to the first question i - the second quartet is
always the worst quarter. This is gcﬂ'ng to be the toughest
quarter far comparisons, but we are pratty optimistic, because
we did not stock the channei in Q4, so wa didn't have
inventories so much to work down in Q1, although the
industry did. We believe the PC industry has now got their
inventaries in pretty good shape. So, we don't expect'a
precipitance fall off In opportunities in Q2, but this is gaing
to be the toughest quarter. Certainly, we wouldn't expect
units in the industry to be better than flat, So, we feef that if
we hold flat, we will actually gain a little market share, but
this is always the toughest quarter, The second question
relative to our introductory clock speeds on 013, ¥d rather
just say, we plan to continue to double performance every
18 months and for a given architecture that means we will
double clock frequency every 18 months, and that say will
be around 2 gigahertz at the beginnlng of next year,

HANS MOSESMANN
Great, Thanks a lot,

QOperator

Jack Geraghty with Gerard Klauer Mattison. Please go ahead
with your question.

JACH GERAGHTY

Hil Jerry, on that fast subject you just raised. Can | imply from
what youjust said that you think the semiconductor industry
as awhole pethaps might be bottoming in the second quarter,
i understand that, t quess, voice communications commerce
here, but you have been around for as many cycles as
anybody eise, So ift just couid hear a few comments?

W. JERRY SANDERS I/}

Actually, 1 think f have been around for more cycles than most
people. | think that's the benefit of cards issue, The realities
are, the big probiem ks the communications sectet. Thare was
just a huge bubble, yes, you are rationally exuberant to call
somebody else, and we have just got networks, which is
terribly overbilled, The communications thing, which s fotaily
out -of controi, it's still out of control. There is too much
inventory. There Is over capacity. | can't see any of that
clearing up before the end of this year. Frankly, we are very
fortunate. We anticipated that voice communications were
getting over billed. We are not exposed in voice
commuriications, We are planning to be in obviously a lot of
network applications with our flash, that's an exposure
currently. We also expect to have networking and
communications implemented solutiens on chipsets going
forward, but as far as we are concerned, we see the
semicapductor industry as always tracking capital
expenditures, and with communications, capital expenditures
being severely curtaited, communication products are not
going to lead s qut of this downturn, So, | would expect
communications will be adrag through the third quarter with
hopefuily some refief by the fourth quarter. We have reason
to believa in the mobile phone sector, that some new
opportunities will presenta chance for an upturn there. Maybe
Walld will like to elaborate on that.

WALID MAGHRIBI

Yeah, | think for Q3 and Q4, switch to EPRS systemwe enabled,
resumed a grawth in flash and that's an opportunity that
could prevent us and render the flash relatively flat for the
whole year.

W, JERRY SANDERS ilf

With that, |think that we definitely see reserve scratching the
bettom here, and | certainly think that the second haifis going
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to be better than the industry as a whole, but | think the
computer industry is going o lead us out. Next question?

Operator

The next question is from Adam Horowitz with Ulysses
Management, Please go ahead.

FINAL TRANSCRIPT

N X5

W, JERRY SANDERS 13}

That's an excellent question, We have talked about buyback
of our shares, but | think even though our stock is undervalued
by 2 or 3, we don't currently have any intentiens of buying
stack. So, if we have excess cash, it shoutd just enabte us to
buttress ourselves us against any foolish maves from our
compeiitor.

ADAM HOROWITZ

Good afternoon, A couple of questions - ene was, | did not
catch what the depreciation amortization number expectation
from this year is going to be?

ROBERT J, RIVET

670 million for the year depreciation.

ADAM HOROWITZ

Where should we expect at the yearend debt to be?

ROBERT J. RIVET

Lewer than now.

W. IERRY SANDERS H{

I think it is important to know, we really only have 2
components of debt. One Is our convertible debentures which
have an early call provision, and if we maintain our current
stock price, we will convert all those. By the way, those
numbers are already included in our fuily diluted share
earnings. The only other debt we have s, the debt on the
Dresden facility, which as you know, Is at very favorabie rates
guaranteed by the state of Saxony and the Federat Republic
of Gerrnany, and we are getting interest subsidies for the
payment there. So, ! think if we convert these debentures for
ali intents and purposes, we are debt fae,

ADAM HOROWITZ

Okay, and the fast quick question is - on accounts receivable,
it was up a bit, what should we expect moving forward?

ROBERT J. RIVET

Probably in that same range, We are opportunistic to take
business, but manage risk appropriately. Iit's moved up afittle
bit, just with the saasonality of the first quarter, but In that
kind of range.

ADAM HOROWITZ

Thank-you very much.

Operator

Joe Osha with Merrtt Lynch, Please go ahead with your
question,

JOSEPH A. OSHA

Hit Let me add my voice to the chorus of congratulation here., -
Nice quarter, Can you talk a fittle bit, Jerry, about demand aid
by geography, there has been this whole sort of Europe
weakening versus hon-Europe weakening debate? And
secondly, | am curious, obviously you have got a little tess
visibility intc enterptise verssus retalf, but if you can talk about
the trends you are seeing in those 2 segments that would be
real helpfut as well? Thanks.

ADAM HOROWITZ

And then whati am really getting atis if you have axcess cash
what you intend to do with it?

W. JERRY SANDERS ilt

I'm going to let Rob take a crack on that since he is intimate
with those anecdotal situations on a day-by-day basis.
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JOSEPH A. OSHA
Okay.

ROBERT J. RIVET

We will tall you from our perspective. Europe remained very
strong through the first quarter. We are coming in a period
of time where Europe tends to weaken just from the
seasonality standpoint. So, | would expect to see that a little
bit in the late Q2, early Q3 timeframe with Europe. Asia was
just gaining buttress for us as we went through Q1. 5o, it was
very strong in Asia as well, In Japan, the overail market was
okay, we didn't patticipate from a PC standpoint in the mobile
and smail-form-factor sectors to any greater degree and that
makes up roughly about 70% of that market. | think overall
Japan was okay. The biggest weakness we saw, and | can tell
you that we believe was both consumer and commerciaf was
probably the US market, We did reasonably wel! there, but
overall the market, | think is stfll, | wouid classify it sluggish,
"and | expect that to continue through Q2, which is a season
of | } from a consumer's standpoint, a fairly
weak period of fime, | think Jerry commented eatlier, we
expect the ovetall PC market to be maybe roughly flat.{think
there may be a little bit upside in Q2, but | don't think it's
anything significant. So, looking forward, iwould expect,you
wilt see a little bit of weakening in Europe. Asia will probably
continue to he, a pretty solid market for us. Japan has a huge
opportunity for us because of both the smali-form-factorand
moblle apportunities with our power-rmanaged Athlon family,
Andwe continue to make some strides here in the US relative
to our share. The overali market is somewhat sluggish.

JOSEPH A, OSHA

Relative to your other comment of, we are seeing some
encouraging signs in the enterprise market, We did get an
announcement of NEC International building a commercial
box with us in Europe. You may know, that Fujitsu, Siemens
has been sefling into the government market in ltaly?

ROBERT J. RIVET

Actually yeah. | will backup and cover a few of them. Germany,
MAYX data, which Is the #3 producer of commercial PCs
faunched and has been reasonably successful with an AMD
solution, All of that is the company that wants an [talian
Govetnment bid. MEC, as Jerry mentioned, international has
done some wark around some commercial solutions, and just
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this week in fapan, Fujitsu announce their smal-form-factor
box targeted at commercial segment as well. 5o, you put all
that together as well as the Gateway Select SB and the
Gateway Select Pro In Japan, we are starting to get some
momentum refative to the overall commarcial enterprise
base. Hopefully, we can build on that as we go throughout
the year.

BENJAMIN M. ANIXTER

interestingly enough the iow-end server might be our entry
vehicle, because we have a compaeliing performance perdotiar
solytion, and we are now seeing some opportunities, and
there should be some anneuncements forthcoming. And as
you know, this quarter wifl have our 2P chipset availabie. So,
we have a solution for the 2-processor servers as well, So,
what we think, that at in alt, this willenable us to ride through
this seasonally soft quartes.

JOSEPH A. OSHA

Thanks a lot gentiemen,

Operator

john Joseph of Saboman Smith Basney. Please go ahead with
your question.

JOHN JOSEPH

Yeah, Good afternoon, |just want to clarify - will both memory
and microprocessors be down by about 10% this quarter?

W. JERRY SANDERS il

We didn't say that either one would be down by 10%. What
we said was in the aggregate, our business could be down
as much as 10%, probably it won't, but it could be. That
doesn't say anything about what either one wilt do.

JOHN JOSEPH

Dkay, All right. Thanks Jerry, Hector, can you give us some
sense with regards to dewnside risk in profitabiity within the
Flash. What percent of your Flash is going through joint
ventuse, partners, ahd to some degree, | guess, that's a1 arms
fength for profitability there from your own P&L though it
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has run through the onetime gain loss line. Can you give us
some sense of that, how much Flash have been produced say

inf 257

HECTORDE J, RUIZ

We re-invited today to have Walid Maghribf, the President of
Memory Group business with us today, and | would fike tolet
hirn rmake some carmments on your question,and | appreciate
that and then Fwe need to, | will make some comments after
him.

W. JERRY SANDERS 1t

ljust wantto remind everybody that what we had with Fujltsu
is a2 manufacturing joint venture, 100% for all intensive
purposes of our flash is manufactured in the joint venture
and Fujitsu sells haif of the output, and we sell half of the
output. We try to manage the business so’ that the
manufacturing activity doesn't make a profit, because the tax
rates are higher in Japan. That's why earlier Bob Rivet said the
high watermark, We tried to hald the manufacturing
operation at breakeven. We make the money when we sell
it, With that in mind, Walid can comment an how it's going.

WALID MAGHRIB!

Okay. As Jerry said, we are not making any flash right now in

Fab 25. Fab 25 will not have an impact till the middle of next
year, We are selfing our capacity in flash, and all the prafits

that we are making is within AMD, as Jerry said, we've

contracted the agreement basically with a breakevenin FASL.
We continue to grow our capacity per plant, and right now

thereis no change in our capacity addition in 2001 and 2002,

W. JERRY SANDERS {li

Does that clarify or you are looking for mare?

JOHN JDSEPH

Yeah. 1 am just trying to, Jetry, get some sense of downside
risk for in a bitof a soft flash market that couid Improve alittle
bit in the sacond half, and just for my own model, to just try
to appreciate, how you are going to ~?

FINAL TRAQ\ISCRI'PT

WALID MAGHRIBI

Okay. Now { understand your question fuily, Okay, March data
is realiy not out yet, but if we look at the January and February,
and forecast what's happening in March, we believe that the
flash market in Q1 isrunning about § 10 billion runrate, which
is down a littie bit from fast year, For Q2, ireaily don't see how
the ftash market is going to grow, | believe it's going to be
down in Q2 versus Q1 and then recover in Q3 and Q4 holding
probably the overall flash market flat at best, maybe slightiy
down. During this market condition, we are definitely gaining
market shares. So, even though the markets may be down
10% from Q1 to Q2, because we are gaining market share,
we anticipate to outperform the market.

JOHN JOSEFH

Would you expect your blendad ASP's to be flat or down
slightly?

WALID MAGHRIBI

Well in Q1, we were down slightly. | expect it ta be down
stightlyagatin for Q2, mitigated a ligtie bit by moved to higher
and highar density.

JOHN JOSEPH

Okay. And then, with regard to long-term contracts, you had
some pretty good contracts lined up. Those are still in place,
but it sounds ke that same of your customers are not
necessarily placing orders against those contracts?

WALID MAGHRIB}

well, | think what we have to keep in mind is that these
contracts and there's 26 of them, we have not signed all in
one day. They were signed as early in the year 2000, and the
tatest one was signed just very, very recently. So, depend on
how old these contracts are, they all have a provision for
revision in both prices and the quantity, and we have
renegotiated the majority of them, especially the onein the
first haif of the year 2000. And right now, 1 think the reason
customers are not placing order is reafly because of the mix,
and the market is changing very fast and because of the
nature of the market it is very hard to determine the mix, S,
they wait till the Jast moment untii they get their orders from
their customers before they place arder en us.

A
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FINAL TRANSCRIPT

DAVE NADIG
JOHN JOSEFH Yeah, as sold in the quarter, Do you have an estimate on that
Allright. yet?
WALID MAGHRIB) ROBERT 1. RIVET

It's not just because that they are negating or they refuse to
take it's just becatse they need to wait for the last moment
before they decide on the mix.

JOHN JOSEPH
Okay. All right. Thanks Walid.

W. JERRY SANDERS i

Next.

Operator

The next question is from Dave Nadig with MetaMarkets.
Please go ahead.

As sold, | am not quite sure what exactly you are talking
processors, flash of?

DAVE NADIG

Processars.

ROBERT J. BIVET

Yeah, for processors standpoint, we'd estimate that unit share
in Qt probably exceeded 21%, which was up from something
around 7% in Q4.

DAVENADIG

That's great. Thanks guys.

DAVE NADIG

Congratulations guys. G:eatduarter.Two very quick questions
- one, could you give us an estimate assuming that you do
go ahead with the convertible, what your estimated cash
would be at the end of the year? And second, do you have
-an estimate, | know it's a little eacly, on what you think your
sold market share was for the quarter?

ROBERT J. RIVET

First comment, we won't forecast cash, but if we actually get
earnings works the way we wani, the retirement of the
convertible debt has no impact on cash. So, that's just a loss.
We will take debt off the books. We wiil save the interest
expense. The dilution effect is already in the computation
today. So, people wilf risk its real shares and stock.

ROBERT J. RIVET

And the question you were asking was on market share?

Operator

Stave | jof [
ahead with your question.

}. Piease go

STEVE

Yes. This one s far Jerry. | am just curious how clase your
relationship might be with IBM for 64-bit servers, specifically
the Clawhammer? Is it any potential for an Intel-HP type
arrangement legitimize yourselves in that market?

W, JERRY SANDERS {H

| thought we wete legitimate. Just as a company policy, we
don't talk about customer relationships untii we have some
formal announcement to make, and | don't mean to imply
that we have a formal announcement at the ready. We just
have no comment on things like that. We certainly look at
IBMasa putenﬁa! customer for 64-bit hammer solutions, but
we have no comment to make at this time,
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STEVE

Okay, Thank-you very much,

" Operator

Your next quastion is from Drew Peck with SG Cowen, Please
go ahead.

DREW FECK

Good afternoon, It's interesting that Intef is still malntaining
that they are not losing any matket share. It seerns like, given
the data points that you are providing, it will be hard for them
‘to deny that any further. ] am wondering, in that wane, what
you think their reaction is going to be? Obviously, you now
have been taking market share quarter after quarter, You
evidently have heard the rumors about the price cuts that
are coming, I'm wondettng what you make of that and what
your likely response would be if intel does get much more
aggressive on the pricing?

W. JERRY SANDERS Iif

Well, we belleve that they are going to get much more
aggressive on the pricing. We don't think that there is going
to be a price war, Drew, because first of all, like George
Bernard Shaw said "Don't fight with pigs, you get dify, and
the pigs fike it." 5o, | have no intention of getting into a price
war with intel, | would say this - our practice and our pelicy
will be to price competitively Clock for clock what Intel does.
So, across the board, at a given clock speed, we will offer a
competitive price and we will offer superior performance. We
think the current market conditions favor us, because the

customers want the maximum performance they can get at

any price point and that's where we currently excel. Frankly,
we think the P4 is a dud. They really have no choice except
t0o Ut the price, because it doesn't perform as well on many
applicationsas lower clock speeds of Pi's. So, from aur point
of view, we think we have taken into consideration what {ntel
can do. [nte] has been cutting prices one way oranother with
their intel insight program and other market development
funds and other attempts to maintain their position. 1think,
the truth is, that a crummy car with a rebate is stitl a crummy
car.,

DREW PECK

But it sonunds fike you are saying that even if they do cut prices
because of the crummy car that you will match thelr pricing
or beat it?

W, JERRY SANDERS 1l

We will match their pricing for a given clock speed, That is to
say, our price for T gigahertz will equal their price far 1
gigahertz, and we will offer more delivered performance, We
think that's a competiing value proposition that will allow us
continue to gain market share,

DREW PECK

Right. And then one finai questicn, have you givena number
for what your total unit capacity for processor production is
going to be this year?

W, JERRY SANDERS il

Mo, we have nat given that Drew, but we would say this, as
you know, we have had for 5 years a fongstanding goal of
achieving 30% unit share by the end of 2001, We havé a plan
to have in place the productive capacity to gain or to have
30% unit share, and we have an ohgoing plan for the next
saveral years to make sure that we could produce 30% af the
units demand in the industry in any given quarter. With
current market conditions, we dop't think we will get the 30%
by yearend, but we will centinue to make progress tawards
it

DREW PECK
That's great. Thanks Jerry.

Oparator

Your hext questian is from John Cross with Morgan Stanley.
Please go ahead,

JOHN CROSS

Gocod aftemoon. Back to the flash, how much is covered by
jong-term supply agreements and wanted to talk about
inventory ievels? '
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WALID MAGHRIBI

Currenﬂy, about 75% of our sales, { i sales
is covered by RCA agreemaenhts.

JOHN CROSS

Okay. Any idea would be to continue to grow wafer stocks
and the manufacturing plant during the remainder of the
year?

JOHN CROSS

Otay. And the Inventary situation, if | could describe it as kind

"of three locations, kind of would say, at AMD, the
manufacturers oy at FASL, and kind of outin the channed, and
should we say at the OEMs, how would you characterize
inventory in those buckets?

WALID MAGHRIB!

Okay. Well, | tould tell you overall, from al away from our
manufacturing, all away throughout the whoie channel,
throughout 2000, every single week, we were down in
inventory, because we were on our location and we sold every
stngle unit that we could make. In Q1, inventary remained
fat. In 2, we expect to regrow inventory to the predicted
normal level of maintaining customer support. As far as the
03 and Q4, it depends on the growth in the market, and the
market was recovered, 2s we expeacted, that we wilf be fine,
otherwise we may do some adjustment to our production
capacity, but right now, we are aot facing any excess
inventory in the whole channel, We were very lucky during
last year and we kept our eyes very close on who is
maintaining inventary and who is building inventory, and
whenwe ended 2000, our inventory jevel was at a historicaily
iow tevels, the lowest in our history,

JOHN CROSS

Okay. And in terms of mix about that inventory Is in pretty
good balance as weli?

WALID MAGHRIB]

Yes 5ir, As you know, mostof our product is built for a general
market. Some of them are for semi-custormner product for
thase particular custorers. We only build the product when
we have orders for them. :

WALID MAGHRIBI

Yes, Sir. The Idea is to continue to build our current pian, and
if the market was at the current level, then we anticipate to
gain market share,

JOHN CROSS
Okay. Right. Thanks very much.

Operator

Pau) Jackson of Weliington Management, Please go ahead
with your question.

PAUL JACKSON

Hi! is your forecast, revenue guidance, for the processor
business including likely price cuts on the PIV that | am
reading about, which is for the 1.3, 1.4 Gate Processors to be
down in the 5195 range by the end of April?

ROBERT J. RIVET

Yeah. According to our projections we have incorporated ail
of that, and | think there is another guestion relative the PIV
pricing, which is where you are seeing the most aggressive
cuts, and | would agree with Jerry, when you are in these
situations it is not just the cost or price alone, if you look at
the platferm, an AMD in Athlon 1.3, 1.4, 1.5 glgahertz product
in a DDR piatform is going to significantiy outperform the
competition, and it is also going to be a much lower cost. |
think the platform cost difference today between an Athlen
DDR sofution and a PV etharnet solution is probably in the
neighborhood of 560 to §70. So, it's clear ta me why Intef &
jooking to try to get more agg;*essive»on PIV, to get some
traction with that product, Rolled up and factored into date
with what we know into our current projectians.

PAUL JACKSON
Okay. Thanks.

2
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Operator

Eric Rothdeutsch with Robertson Stevens. Please go ahead
with your question.

RIPT

A

5C

B

ROBERT J. RIVET

They can be, That's not the only solution. We have sore other
people providing mobile-targeted solutions that would be
different.

- ERIC ROTHDEUTSCH

Thank-you, Jerry, could you just clarify the Athlons, you are
currently funning in Texas. Ate they at 0.25 micron or 0.187
And where do you see the processor technology going there?
And then a second question on the Duron is - where do you
see the chipset strategy going beyond the CAM 1337 Do you

expect there to be additional chipsets supporting the Duron? -

W. JERRY SANDERS it

Yeah, let me answer the first part. First of all, everything we
make in Athlons and Durons is 180 nm today. 5o, everything
in Texas is 180 nm, and as | said, even inTexas today, because
of the progress we made in our technology everything is 1
gigahertz or faster, We plan to continue preduction of Athlons
of 1 gigahettz and faster. What we plan te de after the current
quarterand the next quarter Is, have the Duron versions made
in Texas and with the Athlons and the power-managed
Athtons being rmade in Fab 301n Dresden. The overall planis
to migrate Fab 25 into a Flash factory aver time, and we have
another plan to ensure that we can meet the worldwide
demand for Athlons and Durons going forward. Rob will
comment oh the chipsets after...

ROBERT J, RIVET

Actuaily, a couple of chipsets are already selling in the market,
both the KL and KLE are our cost-reduced versions of the
chipsets focused on the low end value space in the market.
We are also expecting some chipset entries here in the
balance of the year from our other providers, people like AL},
515, and a few others that are warking on chipsets.f think they
are going to be a pretty broad range of suppott and 2 broad
range of price points for both the desktop and mobile chipset
solutions for Athion and Duron.

ERIC ROTHDEUTSCH

And Rob, just a followup. Wilt the mobile Palomino chipsets
be identical te the desktop Athion?

ERIC ROTHDEUTSCH

They are initially or probably be the same, but then you woutid
migrate to newer version?

ROBERT J, RIVET

Correct.

ERIC ROTHDEUTSCH
QOkay. Thank-you,

Operator

The next question from Doug Lee with Banc of America
Securities. Please go ahead,

DOUGLAS K. LEE

Hil Congratulations on a very good quarter, Just a couple of
clarifications if | could - you threw a jot of numbers Jemry, on
the processor units where you had over 2 miflion, 1 gigahertz
Athlon etcetera. | am not sure; do you glve a breakup between
the Duron versus Athlon units In the guarter?

W. JERRY SANDERS i

Neo, we didn't, but they were pretty close to one another, We
split the $6,5 hillion pretty much down in the middie, few
more Durons than Athlons,

DOUGLAS K. LEE

Okay. Terrific. And just to get samewhat color or clarification
say on yeur road map jooking forward, | undeystand you are
going to focus all theeffort on the Palomine right now in the
mobile segment. We shouid expect the desktop Palominoin
the third gquarter?
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W. JERRY SANDERS Il

Yes.,

DOUGLAS K. LEE

NSCRIPT

R

DAN SCOVEL

Did you have steady turns throughout Q1 on processors?

Okay, and then finally on the value side of the mebile market, W. JERRY SANDERS Bl

| guass there was a Morgan project. Yes.

W. JERRY SANDERS lif DAN SCOVEL

Yes, The Morgan is coming out tn the third guarter as well. Okay. 50, you are assuming it will stay consistent through Q2
as you see inQ17?

DOUGLAS K. LEE
W. JERRY SANDERS #i

That wiil be the third quarter as well, okay, and also for tHe
desktop Morgan?

We see no reason ta think it witl be different.

W, JERRY SANDERS ii

Same timeframe.

DAN SCOVEL
Okay. Thank-you.

DQUGLAS K, LEE

it's terrific. Thank-you.

Qperator

Dan Scovel with Needham & Company, Please go ahead with
your question.

DAN SCOVEL

Yeah, again agood quarter, Can you comment on the linearity
of orders as weli as the profite of turns during the guarters
for both microprocessors and Flash?

Operatar

Terry Ragsdale with Goldman Sachs. Please go ahead with
your guestion.

ﬁnknown Speaker

Yes, Thisisal[ .. YforTerry Ragsdale. I've got
a few questions on the Flash perfermance in Q4. You said
your unit shipments were up slightiy?

W. JERRY SANDERS IHl

I think you mean Q1, but..,

W. JERRY SANDERS i}

| guess, the short answer is 'no'. t would point out that untll
this quarter, we never had to wdsry about the profile and
tumns with Flash that we have been sold out. So, the reason
we are somewhat conservative that we believe are
conservative on our expectations for Q2 is, we have to get
turns in business in for Fiash. 1 don't think there is any
difference, We have always been in turns mode on the
processor business. We don't see any material change there.

Unknown Speaker

Yes Q1.

W. JERRY SANDERS il
Yeah. Unit ships were up siightly.
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W

i

Unknown Speaker

What was the big growth?

WALID MAGHRIBI
what was the big growth, about 4%.

W. JERRY SANDERS i

We are making & quick calculation,

Unknown Speaker

Sura,

W. JERRY SAWNDERS Il

We think it was about 4%, though we probably should confirm
that number.

Unknown Speaker

That's great, | have actualty got a couple of math-oriented
questions. You satd your A5P's were down 2.4%.

WALID MAGHRIB}
Right.

Unknown Speaker

lam assutrting that unit ASPs?

WALID MAGHRIB!

That's correct.

Unknown Speaker

With unit shipments up slightly and unit ASP's down only
2.4%, how did you get to a 10% sequential dectine?

WALID MAGHRIBI

Okay, because there is a difference between shipment, which
is WSTS report and sales, We don't count sales untii the sale
is through. So, $400 million of sales is what we actually
shipped to the OEM end custamers, and the shipment of units
isthat number plus what shipped to the distribution channel.
So, in the distribution channgl, we were totally depieted in
(4, and inventories was extremely low, So, during Q1, wedid,
ship more units into the distsibution channef in ovder to
rebuild the inventory to reach its histarlcal tevals.

Unknown Speaker

And what s that historical level that you got forthe inventory?

WALID MAGHRIEI

fam sorry.

Unknown Speaker

What do you estimate the distributor inventory is right now?

W. JERRY SANDERS !}

think it isirrelevant.{ don’t understand the question, because
wa don't take distributor shipments and distributor inventary
as a sale, but we do use total unit ship for the puspose of
calculating market shares because that ts the way that WSTS
reports, ’

Unknown Speakey

And that invantory that you shippad is put into some sort of
deferred revenue categary in the balance sheet?

ROBERT ). RIVET

Yes it Is, That's corract. We don't count sale to distribution tilt
it's actually resold to a real customer.

Unknown §penker

Dkay. Thér‘fl.i-'y?ou very much,
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ROBERT J. RIVET

That's in both businesses, both to the processors or Flash,

W. IERRY SANDERS i

That's why we are very specific in our microprocessor reports
that we sold 7.3 million unlts. Qur competitors sometimes
talked about the units they shipped, but thase are just going
into inventories at some distributor at midpoint, we don't
consider, that's not a sale,

W, JERRY SANDERS Il

What we sald for EPS was that we are comfortable with the
consensus forecast for the year with a doflar and a half.

STEVE

Ate you still comfortable with tharamp up or | guess, [ mean,
you must have some operating ieverage. 5o, down sales, but
possibly it's going to be lower EPS sequentially?

Unknown Speaker

Understood, Okay. Thank-yau,

W. IERRY SANDERS il

Ifwe have down sales, | would expect that we would probably
have down EPS.

Operator

Scott{ Twith [ I, please go STEVE
ahead with your quastion, Thanks.
STEVE QOperator

Yeah, Hi, Maybe | miss some in the beginning. Can you give
ma a iittle mote clatity on your cutlook for 207 | know you
tafked about revenues down passibly 10%; do you have any
growth margin outfook or upper margin outiaok?

W. JERRY SANDERS I}

Firstly, | would Hke to say about Q2. As we are talking about -

the weakness is in Flash demand because of the
communications sector we are actually rather sanguine about
our pracessoy opportunities because of our product mix and
the successes we have had. We also have some other
miscellaneous business, which we call other IC products,
which are somewhat better devices, some old networking
devices, some odds and ends, and some foupdry business,
which is going o be off. So, that business is going to be off
forsure. The combination of processors and Flash is, we have
iess visibiiity on so we think that overall our sales could be
down up to 10%. They probably won't be, but they could be.
Ag far as gross margins go, we traditionally don't talk about

{ ] with Welch Capital, Please go ahead.

Unknown Speaker

Hey guys, great quarter. | have 2 quick questians. Can yau
give us a ballpark range of what you are percent split is
between Tier 7 OEMs and kind of white bax OEMS for the
third-fourth tier guys? And also for youy present breakdown '
in terms of end customer between corporate and consumes?

W. JERRY SANDERS
No.

Unknown Speaker

No, an bath?

gross margins going forward, W. JERRY SANDERS 1if
No, on both.
STEVE
How about EPS?
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Unknown Speaker

Al right, Thanks.

JERRY SANDERS

One more question please, Robert.

Operator

Thank-yeu Sir. Robert Poon with Goiden City Financial, Please
go ahead,

ROBERT POON

How far the range [ 1 OEM
...} Flash memory be coming down?

W. JERRY SANDERS 1l

Woe ate going te censor this,

Operatar

We got a backgreund nolse there.

W. JERRY SANDERS

Try your question again,

ROBERT POON

What percentage of the flash memory for the company? And
then your law suit in regard to Alcatel?

W. JERRY SANDERS T8l

1 sounds like somebody has dane a .. breaking up. Can we
goto the next guestion?

Operator

At thistime gentlemen, there are no further questions, Please
continue with your presentation or any closing remarks.

£ |

INAL TRANSCRIPT

AT

W. JERRY SANDERS I}l

Weli, thank-you very much everyone for listening and,
thank-you for the thoughtful questions, and we wilt taik to
you soen. Bye,

Operator

Ladies and gentlernen, that does conclude your conference
for today. You may all disconnect and thank-you for
participating.
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required to file such reporte}, and (2} has been subject to such filing
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Yes X No
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PART I. FINANCIAL INFORMATION
ITEM 1. FINBNCIAL STATEMENTS

ADVANCED MICRO DEVICES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

{Unaudited)}
{Thousands except per share amounts)

Quaxrter Ended

3B

a9

40

41

5ix Months Ended

! July L, July 2, July L, July 2,
£00% 2000 ° 2601 2000
Het sgies ' $ 995§, 2464 $ 1,570,437 § 2,174,012 § 2,262,465
Expenses;

. Cost of aales 636,199 612,567 1,351,029 1,819,324
Ressarch and davelopment 171,114 155, 651 326,874 316,948
Marketing, gencral and administrative 156,291 152,022 305,429 296,328

963,604 $20,240 1,985,332 1,831,800
Operating inccme 21,660 250,197 188,679 430,866
Interest imcome and other, net ’ 12,308 19,935 31,13% 41,063
Interest axpense {20,399} (11,244} {41,844} {22,723)
Income beforae income tuxes and equity in net income
iloss) of jolnt venture 13,769 258,688 177,986 449,206
Provigion for income taxes 3,707 51,778 56,250 51,778
Income before eguity in net income {loss) of joint venture ip,052 207,110 121,706 197,428
Equity in net incowme {losy} of joint venture 7,300 32 20,483 {937}
Net income . § 27,352 $ 207,142 2 142,189 & 396,491
Net income per common shafe:
Bazie § a.85 § 0.67 $ Q.44 § 1.30
Piluted § 0.05 $ .60 % Q.43 § 1,17
Shares used in_per shayre calewlatien:
Basic 330,120 309,115 322,234 305,438
piluted 340,533 352,437 332,183 348,160

See accompanying notes.

-3

ADVANCED MICRO DEVICES, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

{Thousands)

July L
2001

December 31,

2000%

Sourse; ADVANCED MICRO DEVIC, 10-Q, August 10, 2001



Assety

Current assets:

{unaugdited)

Sourcs: ADVANCED MICRO DEVIC, 10-Q, August 10, 2001

Cash and cash eguivalonts 342,500 % 581,457
‘Shopt~term investhents G6¢, GE3 701,708
Total cash, cosh eguivalents ond short-term investments 1,057,163 1,293,165
hrcounts recelvable, net of allowance for doubtful accouhts 128,356 547,200
Inventories:
faw materialy S1,284 34,432
Work-in-process 215,261 154,854
Finished goods 134,304 154,274
Total inventorics 400, 849 343, 541
Deferred income Caxes 188, 946 218,527
Prepaid expenses and other correrk assets 175,527 255,256
Total cuirent assots 2,550,838 2,657,689
Propprty, plant and eguipment, at cost 5,763,554 5,461,801
hocumulated depreciation and ameztization {3,095,283} (2,825,334}
Propexty, plant and equipment, net 2,668,271 2,836,467
investment in joint venfuro 377,629 261,728
Other zssets 234,207 211,851
5,830,953 3 5,787,125
Liabilities and Stockholders' Eguity
Current ilabilitles;
Accountsz payable 314,608 $ 471, 368
Accrued cempensation and benefits 121,523 172,815
Acezued lipbilitics 215,928 276,721
Incoma taxas payable 38,184 74,8086
peferced income on shipments to distributors 67,407 az,828
Current portion of long-term debt, capital lease obligatisns and other 220,080 129,570
Total current iiabllities 1,077,748 1,224,109
Deferzed income taxes 198,203 203,988
Dong-term dobt, capital lease obligations and othex, less cuzrent portion 154,717 %e16%,973
Commitments anhd centingencies '
Stockholders' equity:
Cemmon stock, par value 3,464 3,141
Capltal in excess of par value 1,955,498 1,406,250
Retained garnings 1,998,450 1,856,261
Accumulzted other comprehensive loss (157,107} (94,025}
Total stockholders' equity 3,800,305 3,171,657
5,430,953 & 5,767,738
* Bmounts as of December 31, 2000 were derived from the December 31, 2000
audited financial statements.
See accompanying notes.
4=
ADVANCED MICRO DEVICES, INC.
CONDENSED CORSOLIDATED STATEMENTS QOF CASH FLOWS
{Unaudited}
{Thousands}
Bir HWonths Ended
July 1, July 2,
2001 zZ000
Cash flows from operating activities: .
Net income . 5 142,189 ] 396,491
Adjustments to reconcile nat inceme to net cash
provided by (used in) operating activities:
Depreciation and amortization 312,376 275,703
Net change in deferred income taxes 23,798 33,886
Foreign grant and subsidy income . (24,748} {22,155)
Net loss on disposal of property, plant and equipment 18,862 3,414
Undistributed {income) loss of joint venture {20,483} 937
Racognition of deferred gain on sale of building {841) (940)
Net compensation recognized under employee stock plans 2,860 2,508
Changes in operating assets and liabilities:
Increase in accounts raceivable (180,970) {97,481)
Increase in inventories {64,718) {57,366)



Increase (decrease} in prepaid expenses 2,147

Decrease in other assets . 47,205

Decrease in tax refund receivable and tax payable {37,897}

{Refund} receipt of customer deposits under purchase agreements ’ {33,000}

Decrease in payables and accrued liabilities {151,094}

{Decrease) increase in accrued compensation . (51,290)

Income tax benefits from employee stock option exercises 4,480

Net cash (used in) provided by operating activities (17,111)
Cash flows from investing activities:

Purchases of property, plant and equipment {377,818}

Proceeds from sale of property, plant and equipment 367

Purchases of available-~for~sale securities (2,190,266}

Proceeds from sale/maturity of available-for-sale securities 2,205,171

Investment in joint venture {122,356}

Net cash used in investing activities {484, 902)

Cash flows from financing-activities:

(25,035}
25,641
{2,175)

142,500

{76,008}
63,879

667,899

(289,893}
9,660

{1,562,628)
1,497,207

(345,654)

£,929
{12,320}
95,099

89,643

. 3,510
415,398
294,125

Proceeds from borrowings 334,307
pPayments on debt and capital lease obligations {47,598}
Proceeds from issuance of stock and other ) 32,623
¥et cash provided by financing activities 319,335
Effect of exchange rate changes on cash and cash equivalents (16,276}
Net increase in cash and cash equivalents {198,957)
Cash and cash equivalents at beginning of period : 591,457
Cash and cash equivalents at end of period $ 392,500

3 705,523

SBupplemental disclosures of cash flow information:

Cash paid for:

Interest $- 26,458 & 23,542

Income taxes § 50,8996 $ 5,734
Supplemental disclosures of non-cash financing activities: N

Redemption of convertible debt 5 51&, 840 5 -

See accompanying notes.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED}

1.

Basis of Presentation

The accempanying unaudited condensed consolidated financlal statements of
Advanced Micre Deviges, Inc. (the Company or AMD) have heen prepared in
accordance With generally accepted accounting pripnciples for interim
financial information and the instructions to Form 10~Q and Article 10 of
Regulation S-¥. The results of operations for the interim periods shown in
this repert are not necessarlly indicative of results to be expected for
the full fiscal year ending December 30, 2001. In the cpinion of the
Company's management, the information contained herein reflects all’
adjustments necessary to make the results of operatioms for the interim
periods 2 fair statement of such operations. All such adjustments are of a
nemal recurring nature. The interim financial statements sheuld ke read in
cepjunction with the financial statements in the Company's Annual Report on
form 10-€ for the year ended December 31, 2000.

The Company uses a 52~ to 53-week fiscal year ending on the last Sunday in
December, The quarters epded July 1, 2001 and July 2, 2000 each included 13
weeks. The six months ended July 1, 2001 and July 2, 2000 included 26 and
27 weeks.

-G

Avallable~For~Sale Securities

The Eollowing is a summary of available-forwsale securities:

July 1,

{Thousapds} 2001

Source: ADVANCED MICRO DEVIC, 10-Q, August 10, 2001



Cash eguivalepts:
Certificates of deposit
Commercial paper
Money markat funds
Municipal bonds
Federal agency notes
Tak exempt money market funds

Total cash eguivalents

Short-term investments:
Certificates of deposit
Commercial paper
Money market auction rate preferred stocks
Municipal bonds
Federal agency notes
Floating rate notes
Tax exempt preferred auction

Total short~term investments
Long-term invesiments:
Equilty investments
Commercial paper

Treasury notes

Total long~term investments (included in

o

3. Net Income per Commen Share

other assets}

§ 10,001
32,671
44,624
28,485
49,517
25,000

$ 190,348

3 ¥ N Y KR R K 85

$ 10,121
237

181,279
246,447
46,197
10,013
170,363

§ 664,683

AR T A ST A

3 25,671
9,999
3,323

$ 38,993

Basic net income per commen share is compated using the weighted-average
common shares outstanding, Diluted net income per common share is computed
using the weighted-average common sheres outstapding plus any potential
dilutive securities. Dilutive securities included stock options and shares
issuable upon the conversion of convertible debt. For the three- and siz-
month periods ended July 1, 2001, an incremental 14 million and 21 millicn
shares of common stock issuable upon the assumed conversion of convertible
debt were anti~dilutive and were not included in the calculation of diluted
earnings per share. The Eollowing table sets forth the components of basic

and diluted income per common share:

(Thousands except per share data}

Numerator:
Rumexator £or basic income per comman share

Effect of adding back interest expense nssociztod with convertibim debontures

Numexator foxr diluted imceme per cammen share

Denaminatoz:

Penominator for basic income per share - weighted-mverage shares

Effect of dilutive sacuritina:
Erpleyes stock options
Convertible debentures

Dilutive potentinl commen shares

Denominater for dilpted net income per common shaze -

adjusted weighted-average shares
Net income per commen share:
Basic

Pilated

i

{Quarter Ended

Eix Months Ended

Jaly 2, July 2, Tuly 1, July 2z,
Z001 2060 2001 2000

$ 17,352 § 207,342 142,189 396,491

- 6,207 - 12,979

s 17,352 & 213,349 142,189 410, 461

330,120 308,116 322,234 305,428

10,413 15,361 9,949 14,760

- 27,960 - 27,982

14,413 43,321 9,949 48,722

340,533 352,437 332,182 348,160

¥ [t ) B 0.67 0.44 1.30

$ 0.08 N .60 0.43 1.18

on August .21, 2000, the Company effected a two for one stock split in the
form of a stock gividend of one share of common stock for each share of AMD
common stock held on August 7, 2000. Share and per share amounts have been
adjusted for prior periods presented to give effect to the stock split.

4. Investment in Joipt Venture

Source: ADVANCED MICRO DEVIC, 10-Q, August 10, 2001



In 1993, AMD and Fujitsu Limited formed a joint venture, Fujitsu AMD
Semiconductoy Limited {FASL), for the development and manufacture of
hon=volatile memory devices, FASL operates advenced integrated circuit
manufacturing Ffacilities in Aizu-Wakamatsu, Japan, to produce Flash memory
devices, FASL also uses foundry facilities in Iwate, Japan and Greshanm,
Oregon. The Company's share of FASL is 49.992 percent, and the investment
is being accounted for under the equity method. At July 1, 200%, the
cumulative adjustment related to the translation of the FASL financial
statements into U.8, dollars resulted in an increase in the investment in
FASL of $41 million., During the quarter ended July 1, 2001, the Company
made capital contributions of approximately $122 million to FASL. The
following are the significant FASL related~party transactions and balances:

Quarter Epnded S5ix Months Ended
» July 1, July 2, July 1, July 2,
{Thousands) 2001 2000 2001 2000
Royalty income 5 10,604 7 7,110 & 24,948 5 - 13,653
Purchases 129,027 . 78,420 288,754 154,658
July 1, Decerber 31,
{Thousands} ‘ 2001 2900
Royalty receivable $ 10,083 5 9,561
; Accounts payable 85,551 . 77,503

The f£ollowing is condensed unaudited financial data of FASL:

Quarter Ended ) 5ix Months Ended
July %, July 2, July 1, July 2,
{Thousands) - 2001 2000 2001 2000
Net sales S 250,294 5 156,587 5 566,761 § 302,029
Gross profit 28,521 2,485 52,533 3,258
Operating income 27,018 1,806 © 89,994 1,877
Net income 15,717 1,092 52,292 845

The Company's share of the above FASL net ibcome differs from the equity in
net income of joint venture reported on the condensed consolidated
statements of operations. The difference is due primarily to adjustments
resulting from the related-party transactions between FASL and the Company
which are reflected on the Company's condensed consolidated statements of
operations,

FASL has expanded its producticon capacity through a foundry arrangement
with Fujitsu Microelectronics, Inc. (FMI}. In connection with this foundry
arrangement, the Company agreed to guarantee up to $125 million of Fujitsu
Limited's cbligations under FMI's credit facility.

5. Segmant Reporting

MMD operates in two reportable segments: the Core Products and Foundry
Services segments. AMD has previously shown three reportable segments;
however, as a result of the sale of Legerity, Inc. (Legerity), effective
July 31, 2000, the Company nc longer operates in the Voice Communications
segment, The Core Products segment includes nitroprocessors, Flash memory
devices, Eragable Programmable Read-Only Memory (EPROM} devices, enbedded
processors, platform products and netWorking products. The Foundry Services
segment includes fees for wafer fabrication and assembly, test, mark and
pack services provided to Legerity and Vantis Corporation (Vantis), the
Compahy's former programmable logic subsidiary. The Voice Communications
segment, included the voice communications products of Legerity until July
31, 2000, the effective date of its sale. The following table is

-

a summary of the operatin§ income by segment for the guarters and six months
ended July 1, 2001 and July 2, 2000:

Sourca; ADVANCED MICRO DEVIC, 10-Q, August 10, 2001




Quzzter Ended 5ix Honths Ended

{Thousands) July 1, July 2. July 1, July 2.

Wet ‘sales: 200} 2000 2001 2000
Core-Products Segment ' § 855,455 & 1,082,002 § 2,102,595 § 2,005,546
Foundry Sexvites gegment 29,809 24,172 T1. 436 44,037
Volce Cormunications segment . 63,363 - 32z,883

Total net sales § 985,264 § 1,370,437 $ é,l'}é,ﬂll $ 2,262,466

Segment operaking inceme (logs): . .

Core Progucts gegment § 27,187 ¢ 226,323 $ 193, 896 g 385,460
Foundry Services segment (6,127) 4,224 {5,317 9,455
Voite Comrunications segment - 19,650 - 35, 947

Total segment operating incpre 21,660 250,137 188,678 ° 430,866
Intorest income and other, net 12,308 13,935 31,133 431,062
Interest eupense {20,183} {11,244) 141,244) (22,7233
Provisies for income taxos (3,717} {51,776) {56, 26D} {51,718)
Equity in net income (loss} of FASL 7,300 32 0,483 {937}

Wet income § 17,352 % 207,142 $ 142,180 & 396,481

w10
6, Comprehensive Income (Loss)
The following are the components of comprehensive income {loss):
Quarter Ended Six Months BEnded
July 1, Juiy 2, July 1, July 2,

(Thousands) 2001 2000 2001 2000

Net income $ 17,352 § 207,142 $ 142,189 5 396,491

Foreign currency translation adjustments (23,558} {7,354} {40,940} {32, 763).

Derivative fipancial instrument gzins {losses}, net {3,831 - {11, 648) -

Unrealized gains on securities, nat of tax: E

Unrealized gains {losses} on investments arising
during the perioed 489 54 {10,492} 2,564
Cther comprehensive income (loss) 126,891} (7,340} (62,080} {20,195}
Comprehensive income (loss) $ {9,539) $ 195,802 $ 79,108 $ 366,292

The components of accumulated other comprehensive loss are as follows:

July 1, December 31,

{Thousands) 2001 2000
Unrealized gain on investments, net of tax $ 2,649 s 13,143
Derivatives -~ cash flow hedging adjustments {11,648} -
Cumulativg translation adjustments (148,108) : {107, 168)
$ (157,107) s {894,025}

-1l

7. Share Repurchase Program

On January 23, 2001, the Company announced that the Board of Directors had
authorized a program to repurchase up to $300 million worth of the
Company's common shares over a period of time to be determined by
management. Any such repurchases will be made in the open market or in
privately negotiated trapsactions from time to time in compliance with Rule
10h-18 of the Securities Exchange Act, subject to market conditions,
applicable legal requirements and other factors. This plen does not
obligate the Company Lo acquire any particular amoupt of its common stock,
and the plan may be suspended at any time at the Company's discretion. No
shares had been repurthased as of July 1, 2001,

8, Dresden Loan Agreements

Sourée: ADVANCED MICRO DEVIC, 10-Q, August 10, 2001




AMD Saxony Manufacturing GmbH {AMD Saxony)}, an indirect wholly owned
subsidiary of the Company, operates the Company's manufacturing and desigm
facility in Dresden, Germany (Dresden Fab 30). In 1997, BMD Saxony entered
into a loan and related agreements (the Dresden Lcan Agreements} with a
consortium of banks led by Dresdner Bank AG.

In February 2001, the Dregden Loan Agreements were amended to reflect new
capacity and increased capital spending plans for Dresden Fab 30. Under the
February 2001 amepdments, the Company agreed to extend its guaranty of AMD
Saxony's obligations and to make available tc BMD Saxony revolving loans of
up to $500 miltion. The Company also expahded its obligation to reimburse
BMD Saxony for the cost of producing wafers for the Company and agreed to
cancel the cost overrun facility made available by the banks. Under these
amendments, the Company has bheen released from financial covenants limiting
capital expenditures and requiring 2MD Saxony to achieve capacity and °
producticn cost targets by the end of 2001.

The Dresden Loan Agreements, as amended, require that the Company: provide
interim funding to BMD Saxcny if either the remaining capital investment
allowances or the remaining interest subsidies are delayed, such interim
funding to e repaid as AMD Saxony recelves the grants and subsidies from
the State of Saxony; fund shertfalls in government eubsidies resultipg from
any default under the sulbsidy agreemants caused by AMD Saxony or its
affiliates; and guaraptee up to 35 percent of AMD Saxcny's obligaticns
under the Dresden Lean Agreements, which guarantee must not be less than
$100 million or more than $264 million, untll the bank loans are repaid in
full.

~-12~

Derivative Instruments and Hedging

On Japuary 1, 2001, the Company adopted Statement of Fipancial Accounting
Stapdards No, 133, "Accounting for Derivative Instruments and Hedging
Mctivities™ (SFAS 133). The Statement requires the Company to recognize all
derivatives on the balance sheet at fair value. Derivatives that are not
hedges must be adjusted to fair value through income. If the derivative is
a hedge, depending on the nature of the hedge, changes in the fair value of
the derivative are either offset against the change in fair value of
assets, liabilities, or firm commitments through earnings (fair value
hedges) or recognized in cther comprehensive income until the hedged item
is recognized in earnings {cash flow .hedges). The ineffective portion of a
derivative's change in Cair value is immediately recognized ip earnings, As’
of January 1, 2001, the Company's foreign currency forward contracts had
been entered into te hedge the gains and losses generated by the
re-measurement of foreign currency dernominated intercompany accounts. These
derivatives therefore did not qualify for hedge accounting and, therefore,
the change in fair values of these derivatives are adjusted to falir value
through operations. Aeccordingly, the adoption of SFAS 133 had no impact on
the Company's consolidated financial positien or cperating results.

The Company purchases significant volumes of inventory from its
unconsolidated joint venture in Japan, FASL, and from AMD Saxony. Purchases
from FASL and AMD Saxony are dencminated in yen and the euro, respectively.
Therefore, in the normal course of business, the Company's financial
position is routipely subjected to market risk associated with foreign
currency rate fluctuations. The Company's general practice is to ensure
that material business exposure tc foreign exchange risks are identified,
measured and minimized using the most effective and efficient methods to
eliminate or reduce such exposures. To protect against the reduction in
value of forecasted yen and euro dencminated cash flows resulting from
these transactions, the Company has instituted a foreign currency cash flow
hedging program. The Company purchases foreign currency forward contracts
and sells or purchases foreign currency option contracts generally expiring
withip 12 months to hedge portiops of its forecasted foreign currency
depominated cazh flows. These foreign currency contracts are carried on the
Company's balance sheet at fzir value with the effective porticn of the
contracts' gain or loss recorded in other comprehensive inceme {a compopent
of stockholders® equity} and subsequently recognized in earnings in the
same period the hedged ferecasted transaction affects earnings. The Company
does not use derivatives for trading purposes.

The effectiveness test for these foreign currency contracts utilized by the
Company is the fair value to fair value comparison method. SFAS 133 permits
the exclusion from the effectiveness assessment of the time value portion
of the change in value of the currency forward contract. The change in fair
value of the time valve portion of the derivative is considered by the
Company to be inherently ineffective and is immediately adjusted through
earnings each acceunting period. During the three-~month pericd ended July
1, 2001, portions of the hedging instruments excluded from the assessment
of hedge effectiveness were nok meterisl to the Company's consclidated
financial position or operating results and are included in earnipgs in the
accompanying Conselidated Statements of Operations.

-]13—
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As of July 1, 2001, the Company expects to reclassify the amount
accumulated in other comprehensive income to earnings within the next
twelve months due to the recognition in earnings of the hedged forecasted
transactions.

If a cash flow hedge should be discontinued because it is probable that the
original forecasted transaction will not occur, the pet gain or loss im
accumulated other compzrehensive income will be reclassified into earnings
as a component of income and expense. No such amounts were recerded in
earnings duribg the three-month period ended July 1, 2001.

The following table summarizes activity in other comprehensive income

related solely to derivatives classified as cash flow hedges held by the
Company during the period from January 1, 2001 through July 1, 2001:

Six Mcnths Ended

{Thousands) ‘ July 1, 2001
Cumulative effect of adopting SFAS 133 5 -~
Changes in fair value of derivatives, net 11,648
$ 11,648

10. Debt

On May 21, 2001, the Company called all $517.5 million of its outstanding

. 6% Convertible Subordinated NWotes due 2005 for redemption, which resulted
in the conversion of 5517.3 of such Notes into approximately 28 million
shares of the Company's common stock. The remaining $0.2 million of such
Notes were paid in cash to investors,

11. Subsequent Ewvents

 On Bugust 1, 2001, the Company redeemed all $43 million of its outstanding
11% Senior Secured Notes due 2003, '

On July 25, 2001, the Company aaquired 293,323 shares of its common stock
at an aggregate cost of $5 million under its existing common stock
repurchase program.
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ITEM 2. MANBGEMENT'S DPISCUSSION AND ANRLYSIS OF FINANCTAL CONDITION AND RESULTSI
OF OPERATTONS

Cautionary Statement Regarding Forward-Looking Statements

The statements in this Management's Discussion and Rnalysis of Financial
Condition and Results of Gperations that are forward-looking are based on
current expectations and beliefs and involve numerous risks and uncertainties
that could cause actual results to differ materially. The forward~looking
statements relate to, 'among other things: operating results; anticipated cash
flows; capital expenditures; adequacy of resources to fund operations and
capital investments; our ability to produce AMD Athlon{TM) and AMD Duron (TM}
microprecessors in the velume required by customers on a timely basis; our
ability to maintain average selling prices of seventh~geperation microprocessors
despite aggressive pricing strategies of our competitors; the ability of third
parties to provide timely infrastructure solutions {motherboards and chipsets)
to support our microprocessors; our ability to increase customer and market
acceptance of the newest versions of eur seventh-generation microprocessors,
perticularly in commercial and mobile markets; 2 recovery in the communications
industry leading to an increase in the demand for Flash memory products: the
effect of foreign currency hedging transactions; the production ramp of our new
submicron integrated circuit manufacturing and design facility in Dresden,
Germany {Dresden Fab 30}; and the financing apd construction of the Fujitsu AMD
Semiconductor Limited (FASL) manufacturing facilities. See “Financial Condition”
and "Risk Factors™ below, as well as such other risks and uncertainties as are
detailed in our other Securities and Exchange Commission reports and filings for
a discussion of the factors that could cause actual results to differ materially
from the forward-looking stalements.

The following discussion should be read in conjunction with the Unaudited
Condensed Financial Statements and related notes included in this report and our
Audited Financial Statements and related notes as of December 31, 2000 and
December 26, 1999 and each of the Lhree years in the period ended December 31,
2000 as filed in pur Annua} Report on Form 10-K.

BMD, the AMD logo, and combinations thereof, Advanced Micro Devicés, AMD-K6, AMD

Source: ADVANCED MICRO DEVIC, 10-Q1, August 10, 200



Athlon and AMD Duron are either trademarks or registered trademarks of Advanced
Micto Devices, Inc. Vantis is a trademark of Vantis Corporation. Legerity 1is a
trademark cf Legerity, Inc. Microsoft and Windows are either registered
trademarks or trademarks of Microsoft Corporation. Other terms used to identify
companies and products may be trademarks of their respective owners. .

w] B

RESULTS OF OPERATIONS

We participate in all three technology areas within the digital integrated
circuit (IC} market--microprocessors, memory circuits and logic
circujits-—through our Core Products and Foundry Services segments. Qur Core
Products segment inecludes our PC processors, Memory products and Other IC
products. PC processors include our seventh-generation microprocessors, the AMD
Athlon and BMD Duron microprocessors, and our sixth-generation microprocessors.,
Memory products include Flash memory devices and Erasable Programmable Read-Only
Memory (EFROM) devices. Other IC products include embedded processors, platform
products and networking products. Our Foundry Services segment consists of fees
for services that we provide to Legerity, Inc. and Vantis Corporation.

On Bugust 4, 2000, we completed the sale of 30 percent of Legerity for
approximately %375 million in cash, effective July 31, 2000, We retained a ten
percent ownership interest in Legerity and a warrant to acquire approximately an
additional ten percent. As part of the transaction, we entered into various
service contracts wikth Legerity to continue to provide, among other things,
wafer fabrication, and assembly, test, mark and pack services to Legerity. We
receive fees from Legerity for. these services.

We use a 52~ to 53-week fiscal year ending on the last Sunday in December. The
quarters ended July 1, 2001, December 31, 200¢ and July 2, 2000 each included 13
vweeks. The six months ended July 1, 2001 and July 2, 2000 included 26 and 27
weeks . .
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The following is a swmmary of our net sales by segment for the periods presented
below:

Ruarter Ended

Six Months Ended

July 1, Ropril 1, July 2, July 1, July 2,
{Millions) 2001 2001 2000 2001 2000
Core Products segment;

PC Processors $ 588 3 661 ¢ 593 $ 1,249 $ 1,148
Memory Products 316 411 362 127 589
Other IC Products Bl 15 138 126 260
955 1,147 1,083 2,102 2,095
Foundry Services segrent 30 42 24 72 44
Voice Communications segment - - 63 - 123
$ 985 $ 1,189 $ 1,170 $ 2,174 § 2,262

Net Sales Comparison of Quarters Ended July 1, 2001 and April 1, 2001

Net sales of $3B5 million Ffor the second guarter of 2001 decreased by 17 percent
compared to net sales of §1,189 million for the first quarter of 2001. If
current conditions prevail, overall revenues could decline in the ramge of 10 to
15 percent in the third quarter of 20Gl.

PC Processors net sales of $588 million decreased 11 percent in the second
guarter of 2001 compared to the first quarter of 2001. 'The decrease in net sales
was primarily due to a decline in average selling prices resulting from very
aggressive market pricing pressures from our competitors, partially offset by
higher unit sales of our seventh-generation microprocessors. Maintaining overall
PC Processor sales levels in the third quarter of 2001 is dependent upon
continuing a successful production ramp in Dresden Fab 30, the ability to
maintain average selling prices for our seventh-generation microprocessors,
availability of chipsets and motherboards from third-party suppliers and
incressing market acceptance of the newest versions of the AND Athlon and AMD
Duron processors, particularly in commercial and mobile markets, as to which we
cannok give any asSsurance.

Memory products net szles of $316 million decreased 23 percagnt in the second

guarter of 2001 compared to the first guarter of 2001. The decrease was
primarily the result of the continuing wemkness in the communications and
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networking equipment industries resulting in a decrease in the sales of Flash
memory devices, We expect these revepues will conmtinue te decline in the third
guarter of 2001. .

The Other IC products net sales of $51 million decressed 32 percent in the
second gquarter of 2001 compared to the first quarter of 2001 primarily due to
decreased net sales of chipset products and networking products. Networking
product sales decreased as a result of the communications and networking
equipment industries decline. We expect these revenues will contipue to decline
in the third guarter of 2001.

The Foundry Services segment inciuded service fees of $3D million in the second
quarter of 2001 compared to 542 million in the first quarter of 2001, This 28
percent decrease was due to the communications and networking equipment
industries decline. We exapect that sexvice fees will continve to decline.

Net Sales Comparison of Quarters Ended July 1, 2001 and July 2, 2000

Net sales of 5995 million for the second quarter of 2001 decreased by 16 percent
compared to net sales of 51,170 million for the second quarter of 2000,

] Fom

Bt Processors het sales of §588 million increased one percent in the second
quarter of 2001 compared to the same quarter of 2000 primarily due to incresased
net sales of our seventh-gemeration microprocessors offset by a decrease in net
sales of BMD-K6 microprocessors. The increase in net sales was primarily due to
higher unit shipments, cffset by lower average selling prices of our
seventhwgeneration microprocessors and lower sales of AMD-K§ miCIOProcessors
caused by a market shift toward our seventh-generation microprocessors.

Memory products net sales of $316 million decreased by 13 percent in the second
quarter of 2001 compared to the same quarter of 2000 due to the communications
and networking equipment industries downturn, resulting in a decrease in the
sales of Flash memory devices.

The Other IC products net sales of $51 million in the second quarter of 2001
decreased by 63 percent when compared to the same quarter of 2000 due to
decreased net sales from networking products, chipsets and embedded processors
products as the communications and networking equipment industries continued to
declins.

The Foundry Services segment service fees of $30 millicn in the second quarter
of 2001 increased cempared to the same quarter of 2000. The increase was
primarily due to the addition eof service fees from Legerity after the second
quartex of 2000.

Net Sales Comparison of Six Months Ended July 1, 2001 and July 2, 2000

Net sales of 52,174 million for the first six months of 2001 decreased by four
percent compared to net sales of $2,Z62 million Ffor the first six months of
2000,

PC Processors net sales of $1,249 million increased nine percent in the first
six months of 2001 compared to the same period of 2000 primarily due to
increased net sales of our seventh~generation microprocessors offset by a
decrease in net sales of AMD-K6 microprocessors. The increase in net sales was
primarily due to higher unit shipments, offset by lower average selling prices
of our seventh-generation microprocessors and lower sales of AMP-K§
microprocessors caused by z market shift toward our seventh-generation
microprocessors,

Memory products net sales of $727 millicn decreased by five percent in the first
six months of 2001 compared to the same perind of 2000 due to Lhe communications
and networking equipment industries downturn, resulting in a decrease in the
sales of Flash memory devices.

The Other IC products net sales of 5126 million in the first six months of 2001
decreased by 51 percent when compared to the same period of 2000 due to
decreased net sales from networking products, <¢hipsets and embedded processor
products as the communications and networking equipment industries contipued to
declins.

The Foundry Services segment service fees of §72 million in the first six months
of 2001 increased compared to the same period of 2000. The increase was

primarily due to the addition of service fees from Legerity after the secon
guarter of 2000,

w1 B

Comparison of Expenses, Gross Margin Perxcentage and Interest

The following is a summary of expenses, gross margin percentage and interest
incame nnd other, net for the periods presented below:
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Quarter Ended Six Months Ended

July 1, April 1, July 24 July 2, July 2,

(Millions except for gross margin percentage) 2001 2001 2000 2001 2000

Cost of sales 5636 §715 $613 $1,35] 51,219

Gross margin percentage 35% 40% 4B% 38k 46%

- Research and development $171 5158 $156 $ 329 $
Warketing, general and administrative 156 149 152 308 296

Interest income and other, net 12 19 20 31 41

Intérest expense 20 22 11 a2 22

We operate in an industry characterized by high fiwed costs due to the
capital-intensive manufacturing process, particularly the state-cf-the-art
production facilities required for P{ processors, and Flash memory devices. As a
result, our gross margin percentage is significantly affected by fluctuvations in
product sales. The ability to maintain gross margin percentages depends on
continuvally increasing sales because fixed costs continue to rise due to the
ongoing capital investments required tec expand production capacity and
capability.

The gross margin percentage of 35 percent in the second guarter of 2001
decreased from 40 parcent in the first quarter of 2001 and from 40 percent in
the same quarter of 2000. The decrease in gross margin percentage in the second
quarter of 2001 compared to the first guarter of 2001 was primarily attributable
to a decline in the average selling prices for seventh-generation
micropreocessors, The decrease in gross margin percentage In the second guarter
of 2001 compared to the same guarter in 2000 was primarily due to higher fixed
manufacturing costs, changes in product mix and pricing pressures. Fixed costs
will continue to ingrease as we ramp Dresden Fab 30 production.

‘Research and development expenses of $171 million in the second guarter of 2001
increased eight percent compared to the immediate prior gquarter, and 10 percent
compared to the same quarter in 2000, The increase was primarily due to
increased research and development activities for PC mlicroprocessors.

Included in research apd development and cost of sales wWere the recognition of
deferred credits on foreign capital grants and interest subsidies that were
received for Dresden Fah 30. These credits of approximately $11 million per
guarter {denomlnated in deutsche marks) will continue tec be offset against
Dresden Fab 30 edpenses Lln future gquarters until June 2007.

Marketing, general and administrative expenses of %156 million in the second
gquarter of 2001 increased five percent compared to the first guarter of 2001 as
a result of an increase in marketing spending and corperate advertising for
seventh—generation microprocessors. Marketing, general and administrative
expenses in the second quarter of 2001 increased three percent compared to the
same gquerter in 2000, The increase was primarily due to increased advertising
and marketing for seventh-generation microprocessors and spending on information
systems,

Interest income and other, net of $12 million in the second quarter of 2001
decreased 36 percent compared to the first guarter of 2001 and decreased 40
percent compared to the same gquarter of 2000. The decrease was primarily due to
the recognition of an other than temporary decline in the value of our short-
term investments.

Interest expense of 520 million in the second quarter of 2001 decreased hine
percent compared to the first guarter of 2001 primarily due to the conversion of
nearly all of our of 6% convertible
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subordinated notes, partially offset by an lncrease of interest expense as a
result of increased borrowings by AMD Saxony, our indirect wholly owned
subsidiary, under the loan agreements with 2 consertium of banks led by Dresdner
Bank AG {(the Dresden Loan Agreements). Interest expense increased B0 parcent
compared €o the same quarter of 2000 primarily due te increased borrowings by
BMD Saxony under the Dresden Loan Agreements. During the construction of Dresden
Fab 30 we capitalized interest expense attributable to the construction. Fab 30
began production at the end of the second quarter of 2000 and consequently we no
longer capitalize these interest costs.

Income Tax

We recorded a 54 million income tax provision in the second quarter of 2001 and
a $52 million jincome tax provision in the second guarter of 2000. The effective
tax rates for the guarter and six months ended July 1, 2001 were 27 percent and
32 percent. The effective tax rates for the guarter and six months ended July 2,
2000 were 20 percent and 12 percent, reflecting the utilization of net operating
loss carryforwerds.
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other Items

International sales as a percent of net sales were 6l percent in the second
guarter of 2001 compared to 63 percent in the first guarter of 2001 and 61
percent in the second quarter of 2000. International sales as a percent of net
sales were 62 percent in the first six months of 2001 compared to 60 percent in
the first six months of 2000. During the second quarter of 2001, approximately
one percent of our net sales were denominated in foreign currencies compared to
six percent in the same period ip 2000. We do not have sales denominated in
local currencies in countries that have-highly inflationary economies. The
impact on our operating results from changes in foreign currency rates
individually and in the aggregate has not been significant.

Comparison of Segment Income

For a comparison of segment net sales, refer to the previocus discussions on net
sales by product group.

The following is a .summary of operating income by segment. for the periods
presented below:

Quarter Ended Sir Months Ended

July 1, April 1, July 2, July 1, July 2,
(Millicns) - 2001 2001 2000 2001 2000
Core Products . $ 28 § 166 § 226 $ 164 $ 386
Foundry Services _ (6) 1 4 (5) . 9
Voice Communications - - 20 - 36
Total $ 22 § 167 $ 250 $ 189 $ 431

Core Products® operating income in the second quarter of 2001 decreased B3
percenl compared to the first guarter of 2001 and B8 percent ccmpared to the
second guarter of 2000. The decremse was primarily due to a decline in the
average selling price for PC processors as well as a downturn in the
copmunications and networking equipment industries resulting in a decrease in
the net sales of our Core Products. Core Products’ operating income in the first
six months of 2001 decreased 50 percent compared to the first six months of 2000
due ko a downturn in the communications and networking equipment industries
resalting in a
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decrease in net sales of our Core Products, as well as a decline in the average
selling price for PC processors and a decline in upit sales of our Flash memory
devices. As a result of the sale of Legerity, effective July 31, 2000, we no
longer operate in our former Voice Communications segment, resulting in no
operating income in the second quarter of 200% compared to an operating income
of $20 million in the secohd guarter of 2000.

1

FINANCIAL CONDITION

Net cash used by operating activities was $17 million ip the first six months of
2001 primarily dee to net ipcome of $142 million and depreciation and
amortization of %312 million, offset by a2 decrease of $476 million in payables,
agerued liabilities and accrued compensation.

Net cash provided by operating activities was $668 million in the first six
months of 2000 primarily due to net income of $396 milliopr, depreciation and
amortization expenses of $276 million, and $142 million from customer deposits
under long-term purchase agreements, offset by a decrease of §120 million in
payables, accrued liabilities and zecrued compensation.

Net cash used by investing activities was $485 million during the first six
months of 2001. Major uses of cash during the period included 5378 million for
the purchases of property, plant and equipment, primarily for Dresden Fab 30,and
Asia manuofacturing facilities, 52,190 million for purchases of '
available-for~sale securities, and $122 million of additional equity investments
in FASL, offset by §2,205 million of proceeds from the maturities of
available-for~sale securities.

Net cash used by investing activities was §346 million in the first six months
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of 2090. Major uses of cash during the period included 3290 million from
purchases of property, plant and equipment, primarily for Dresden Fab 30 and
Asiz manufacturing facilities and $1,563 million from purchases of
available~for~sale securities, offset by $1,497 million of proceeds from the
maturities of zvailable~for-sale securities.

Net cash provided by Ffinancing activities was $319% million during the first six
months of 2001. Major uses of cash during the period included $48 million in
payments on debt and capital lease obligations offset by $346 million in
proceeds from Dresden Fab 30 borrowing activities, $21 million in proceeds from
Dresden Fab 30 foreign grants and subsidies &nd $33 million in proceeds from the
issuance of stock in comnection with steck option exercises and purchases under
our Employee Stock Purchase Plan.

Net cash provided by financing activities was $90 million in the first six
months of 2000 primarily due to §95 million in proceeds from the issuance of
stock in connection with ‘stock optien exercises and purchases under our Employee
Stock Purchase Plan and $7 millien in proceeds from borrowings, offset by $12
million in payments on debt and capital lease obligations.

Under our Loan and Security Agreement {the Loan Agreement) effective on July 13,
1999, which provides for a four~year secured revolving line of credit of up to
$200 million, we can borrow, subject to amounts which may be set aside by the
lenders, up to 85 percent of our eligibls accouats peceivable from Original
Equipment Manufacturers {DEMs) and 50 percent of our eligible accounts
receivable from distributors. We must comply with certain financial covenants if
the level of domestic cash we hold declines to certain levels, or the amount of
borrowings under the Loan Agreement rises to certain levels. Our obligations
under the Loan Agreement are secured by a pledge of most of our accounts
receivable, inventory, general
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intangibles and the related proceeds. As of July 1, 2001, noc funds were drawn
under the Loan Agreement. In addition, we had available unsecured, uncommitted
bank lines of credit in the amount of 524 million, none of which were
outstanding.

We plan to make capital investments of apptoximately $900 million during 2001,
These investments include those relating to the centinued facilitization of
Dresden Fab 30 and our fabrication facility in Rustin, Texas {Fab 235}.

On January 23, 2001, we announced that our Board of Directors had authorized a
program to repurchase up to $300 million worth of our common shares over a
period of time to be determined by mapagement, Any such repurchases will be made
in the open market or in privately megotiated transactions from time to time in
compliance with Rule 10b-18 of the Securities Exchange Act, subject to market
conditions, applicable legal requirements and ather factors. This plan does not
obligate us to acquire any particular amount of our common stock, and the plan
may be suspepnded alt any time at our discretien. On July 25, 2001, we acquired
293,329 shares of our common stock at an aggregate cost of $5 millien under the
plan.

On May 21, 2001, we called all $517.5 millicn of our outstanding 6% Convertible
Subordinated Notes due 2005 for redemption, which resulted in the conversien of
$517.3 of such Notes into approximately 28 million shares of our common stock.
The remaining $0.2 million of such Motes were paid in cash to investors.

On August 1, 2001, we redeemed all $43 million of our outstanding 11% Senior
Secured Notes due 2003,

AMD Saxony, an indirect wholly owned German subsidiary of BMD, has constructed a
fab and has ikstalled eguipment in Drasden Fab 30, which began production in the
second guarter of 2000. RMD, the Federal Republic of Germany, the Stalte of
Saxony and a consortium of banks are supporting the preject. We currently
astimate construction and facilitization costs of Dresden Fab 30 will be $2.3
billion when fully equipped by the end of 2003. We have invested $1.8 billicn to
date. In March 1837, BMD Saxony entered into 2 loan agreement and other related
agreements {the Dresden Loan Agreements) with a consortium of banks led by
Dresdner Bank AG. Because most of the amounts under the Dresden Loan Agreements
are denominated ip deutsche marks, the dollar amounls set forth below are
subject to thange based on applicable conversion rates, We used the exchange
rate at the end of the second guarter of 2001, which was approximately 2.27
deutsche marks to one U.§, dellar, to value the amounlts depominated in deutsche
marks. The Dresden Loan Agreements provide for the funding of the construction
and facilitization of Dresden Fab 30. The funding consists of:

. equity, subordinated lcans and loan guarantees from AMD;
. loans from a comsortibm of bapks; and

. grants, subsidies and loan guarahtees from the Federal Republic of
Germany and the State of Saxony.

The Dresden Loan Agreements require that we partially fund Dresden Fakp 30

project costs in the form of subordimated loans to, or equity investments in,
AMD Sazony. In accordapce with the terms of the Dresden Loan Agreements, we have
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invested 5271 million as of July 1,.2001 in the form of subcrdinated loans to
and equilty in AMD Saxoany. In addition te support from AMD, the
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consortium of banks referred to above has made available $661 .
million in loans to AMD Saxony to help fund Dresden Fab 30 project costs. As of
July 1, 2001, $618 million of the available loans were outstanding.

Finally, the Federal Republic of Germany and the State of Saxony are supporting
the Dresden Fab 30 projest, in accordance with the Dresden Loan Agreements, in
the form of:

. guarantees of the lesser of 65 percent of AMD Saxony bank debt or 5661
millicn;: .

. capital investment grants and allowaneces totaling $267 million; and
. interest subsidies totaling $138 million.

Of these amounts, AMD Saxony had received $284 million in capital investment
grants and allowances and $54 million in interest subsidies as of July 1, 2001.
The grants and subsidies are subject to conditions, including meeting specified
levels of employment in December 2001 and maintaining those levels unkil June
2007. Woncompliance with Lhe conditions of the grants and subsidies could result
in the forfeiture of all or a portion of the future amounts to he received as
well as the repayment of all or a portion of amountz raceived to date. As of
July 1, 200i, we were in compliznce with all of the conditions of the grants and
subsidies.

In February 2001, we amended the Dresden Loan Agreements to reflect new capacity
and increased capital expenditure plans for Dresden Fab 30, Under the February
2001 amendments, we agreed to increase and extend our guaranty of AMD Saxony's
obligations and to make available to AMD Saxony revolving loans of up to $500
million. We expanded our obligation to reimburse AMD Saxony for the cost of
producing wafers for us, and we also agreed to cancel the cost overrun facility
made available by the banks. Under the February 2001 amendments, we have been !
released from finencial covenants limiting capital expenditures and requiring
AMD Saxony to achieve capacity and production cost targets by the end of 2001,

The Dresden Loan Agreements, as amended, also reguire that we:

. provide interim funding to AMP Saxony if either the remaining capital
investment allowances or the remaining interest subsidies are delayed, such
funding to be repaid to AMD as AMD Sazony receives the grants cr subsidies
from the State of Saxony;

fund shortfalls in government subsidies resulting from any default under
the subsidy agreements caused by AMD Saxony or its affiliates; and

. guarantee up Lo 35 percent of AMD Saxony's obligations under the Dresden
Loan Agreements, which guarantee must not be less than $100 million or more
than $264 million, antil the bank loahs are repaid in full.

The definition of defaults under the Dresden Loan Agreements includes the
failure of AMD, AMD Saxeny or AMD Saxony Holding GmbH {(AMD Holding}, the parent
company of AMD Saxony and a wholly owned subsidiary of AMD, to comply with
obligations in conpection with the Dresden Loan RAgreements, including:
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. material variances Erom the approved plan and specifications:

. our failure to fund equity centributions or shareholder loans or otherwise
comply with our obligations relating to the Dresden Loan Agreements;

. the sale of shares in AMD Saxony or AMD Holiding;
. the failure to pay material obligations;

. the accurrence of a material adverse change or filings or proceedings in
bankruptey or insolvency with respect to us, AMD Saxony or RMD Holding; and

. the occurrence of defauit under the indenture dated August 1, 19%6 between
AMD and the Upited States Trust Company of New York (the Indenture)
pursuant to which our Senior Secured Notes were issued or the Loan
hgreement,

Generally, any default with respect to borrowings made or guaranteed by AMD
results in recourse Lo us of more than $10 millien and, if not cured by us,
would result in a cross~default under the Dresden Loan Agreements and the Loan
Agreement. As of July 1, 2001, we were in compliance with all conditions of the
presden’ Loan Agreements,

In the event wWe mre unable to meet our chbligation to make loans to, or equicy
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investments in, AMD Saxony as required under the Dresden Loan Agreements, AMD
Saxony will be unable to complete the continued facilitization of Dresden Fab
30, and we will be in default under, the Dresden Loan Agreements and the Loan
Rgreement, which would permit acceleration of certain indebtedness, which would

- have a material adverse effect on us, We cannot assure that we will be able to
obtain the funds necessary to fulfill these obligations. Any such failure would
have a material adverse effect on us.

FASL, a joint venture formed by BAMD and Fujitsu Limited {Fujitsu} in 1893, is
continuing the facllitization of its second Flash memery device wafer
fabrication facility, FASL JV2, in Adrzu~Wakamatsu, Japan. The facility,
including equipment, is expected to cost approximately $1.3 billion when fully
equipped. As of July 1, 2001, approximately $864 million (denominzted in yen) of
this cost had been funded. In July 2000, FASL broke ground for a third
fabrication facility for the manufacture of Flash memory devices in
Aizu-Wakamatsu, Japan. The facility, designated as FASL JV3, is expected to cost
approximately $1,4 billion when fully equipped. Capital expenditures for FASL
JV2 and FASL JV3 cohstruction to date have been funded by cash generated from
FASL cperations and borrowings by FASL. FBSL has also expanded its productiocn
capacity through z foundry arrangement with Fujitsu Microelectronics, Inc.
(EMI). In connection with this foundry arrangement, wWe agreed to guarantee up to
$125 million of Fujitsu's obligations under FMI's credit faciliky.

B significant portion of the FASL capital expenditures in 2001 will centinue to
be funded by cash generated from FASL operations. In addition, both Fujitsu apd
BMD made capital contributions of 15 billion yem ($122 million) each to FASL
during the second guarter of 2001. Further, to the extent that additional funds
are reqguired for the full facilitization of FASL JVZ or ramp of FRSL JV3, AMD
may be required to centribute cash or guarantee third-party loams in proportion
to our 45,292 percent interest in FASL. Bs of July 1, 2001, we did not have any
loan guarantees outstanding with' respect to these loans. These planned costs
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are incurred in yen and are, therefore, subject to change due to foreign
exchange rate fluctuations. At the end of the secand guarter of 2001, the )
exchange rate was approximately 121.46 yan to 1 U.§. dollar, which we used to
translate the amounts dencminated in yen.

We believe that cash Clows from operations and current cash balances, together
with available external financing, will be sufficient to fund operations and
capita)l investments for at least the next 12 months.

RISK FBCTORS

our business, results of operations and financial conditieon are subject to a
nomber of risk factors, including the following:

Flash Memery Products

The demand for Flash memory devices continues to be weak primarily as a result
of the contipnued severe downturn in the communications and networking equipment
industries. It is extremely difficult to forecast memory product sales given the
uncertainties of the level of demand in & continuing soft market. Therefore, we
cannot be certain as to the level of demand far our Flash memory devices,
altheugh a substantial seguential decline in sales is probable in the current
quarter. If the communications and networking equipment industries do not
recover and the sales of our Flash memory products continue to decline, our
business could be materially and adversely affected.

Competition in the market for Flash memory’ devices will increase in 2001 and
beyond as existing manufacturers introduece new products and Industry~wide
production capacity increases. We may be unable to maintain or inerease our
market share in Flash memory devices as the market develops and as existing and
potential new competitors introduce competitive products, A decline in our Flash
memory device business could have a material adverse effect on our business.

Micraoprocessor Products

Dependence on AMD Seventh-Generation Microprocessors. We must continue to
successfully market our seventh-generation Microsoft Windows compatible
microprocessors, the AMD Athlon and AMD Duron microprocessors, in order to
increase our microprocessor product revenues in 2001 and beyond, and to bensfit
fully from the substantial finaneial investments and commitments we have made
and eohtinue to make related to microprocesscrs. We began volume shipments of
BMD Athlon microprocessors in the second half of 1989, We hegan shipments of BMD
puron- processors, a derivative of the AMD Athlon processor designed to provide
an optimized solution for value-comscious business and home users, in the second
half of 2000. Dur production and sazlaes plans for AMD. Athlon and AMD Duron
microprocessors are subject to numerous risks and uncertainties, including:

. our ability to maintain average selling prices of seventh~generation’
microprocessors despite increasingly aggressive Intel pricing strategies,
marketing progrems and product bupdling of microprocessors, motherboards,
chipsets and combinations thereof;
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. whether Tier One DEM customers will use our seventh-generation
microprocessors in systems developed for the commercial market;

our ability to successfully offer new higher performance versions of the
AMD Athlon micreprocessor competitive with Intel's Pentium § processor;

- our ability on a timely basis to produce seventh-generation microprocessors
in the volume and with the performance and feature set required by
customers;

. the pace at which we are able to ramp production in Dresden Fab 30 on 0,18+~
and 0.l13-micron copper interconnect process technology:

. our ability ko expand our chipset and system design capabilities:

. the availability and acceptance of motherboards and chipsets designed for
our seventh—generation microprocessors; and

. the use and market acceptance of a non-Intel processor bus (adapted by us
from Digital Equipment Corporation's EV6 bus} in the design of our
seventh—generaticon microprocessors, and the availability of chipsets from
vendors who will develop, manufacture and sell chipsets with the EVé
interface in velumes required by us.

if we fail to achieve continued market acceptance of our seventh-generation
microprocessors our business will be materially and adversely affected.

Investment in and Dependence on AMD Microprocessor Products. Qur microprocessor
product revepues have and will continue in 2001 and 2002 to make significant
contributions to our overall revenues, profit margins and operating results. We
plan to continue to make significant capital expenditures to support our
microprocessor products both in the near and lorg term. These capital
expenditures will be a substantial drain on our cash flow and possibly on our
cash balances as well.

Our ability to increase microprocessor product revenues, and benefit fully from
the substantial financial investments and commitments we have made and continue
to make related to microprocessors, depends upen the success of the AMD Athlon
and AMD Duron microprocessors, our seventh—generation Microsoft Wipdows
compatible microprocessors, and future generations of microprocessors beginning
with the "Hammer” Family of microprocessors that we plan to introduce in 2002.
The Hammer processors will be our first processors capable of 64-bit operation,
and are being desigoned to deliver leading-edge performance on both the §4~bit
software used by high-end workstations and servers and the 32-bit software used
by the majority of desktop and mobile computer users.

The micropracessor market is characterized by short product life cycles and
migration to ever-higher performance microprocessors. Teo compete successfully
against Intel in this market, we must transition to new process technologies at
a fast pace and offer higher performance microprocessors in significantly
greater volumes. We must achieve acceptable yields while producing
microprocessors at higher speeds. Any significant difficulty in achieving
microprocessor yield and volume plans may adversely affect our results of
operations and liguidity. 1f we fail to offer higher performance MicCroprocessors
in significant volume on a timely basis in the future, our business could be
materially and adversely affaected. We may not
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achieve the production ramp necessary te meet our customers® volume reguirements
for higher perfarmance microprocessors. It is also possible that we may not
increase our microprocessor revenues enough to achieve sustaipned profitability.

To sell the volume of AMD Athlon and AMD Duron microprocessors we currently plan
to make in 2001 and 2002, we must increase sales to existing customers and
develop new customers in beth consumer and commercial markets. If we lese any
current tep tier OEM customers, or if we fail to attract additional customers
through direct sales and through our distributors, we may not be able to sell
the volume of units planned., This result could have a material adverse effect on
our business.

Qur production and sales plans for microprocessors are subject to other risks
and uncertainties, including:

. the effects of Intel's increasingly aggressive pricing, new product
introductions and marketing strategies;

. adverse market conditions in the personal computer {PC) market and
consequent diminished demand for our microprocessors;

. market acceptance of our microprocessors, including the timely volume
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availability of motherboards and chipsets designed for these processors;

. whether we can successfully fabricate higher performance microprocessors in
planned volume and speed mixes;

. whether we will have the [inancial and other resources necessary to
continue to invest in the microprocessor products, including leading-edge
wafer [abrication equipment and advancaed process technologies;

. the possibility that our newly introduced products may be defective; and
. unexpected interruptions in our manufacturing operakions,
See also the discussions below regarding Intel Dominance and Process Technology.

Intel Domipance, Intel has dominated the market for microprocessors used in ECs
for many years. Because of its dominant market position, Intel has historically
set and controlled %86 microprocessor and PC system standards and, thus,
dictated the type of product the market requires of Intel's competitdrs. In
addition, Intel may and dees vary prices on its microprocessors and other
products at will and thereby affects the margins and profitability of its
competitors due to its financial strength and dominant positiomn. Because Intel
has dominated the microprocessor market for many years and has brand strength,
we have in the past priced AMD microprocessors below the published price of '
Intel processors offering comparable performance. Thus, Intel's processor
pricing and marketing can impact and have impacted the average selling prices of
our microprocessors, and consequently can impact and have impacted our overall
margins.

Intel also exerts substantial influence over BC manufacturers and their chanmels
of distribution through the "Intel Inside® brand program and other marketing
programs. Intel invests billions of dellars in, and as a tesult exerts influence
over, many ether technology companies. We expect Intel to continue to invést
heavily in research and development, new manufacturing facilities and other
technology companies, and to remain domjinant:
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. through the Intel Inside and other marketing programs:

. through other contractual censtraints on customers, retailers, industry
suppliers and other third parties;

. by controlling industry standards; and

. by controlling supply and demand of motherboards, chipsets and other system
components. )

As an extension of its dominant microprocessor market share, Intel also
dominates the PC platfeorm. As a result, PC manufacturers have been increasingly
unable to innovate and differentiate their product offerings. We do not have the
financial resources to compete with Intel on such a large scale. As long as
Intel remains in this dominant position, we may be materially and adversely
affected by its:

. pricing strategies:
. product mix and introduction schedules;
. product bupdling, marketing, and merchandising strategies;

. control over industry standards, PC manufacturers and other PC industry
participants, including motherboard, chipset and basic input/output system
{BIOS} suppliers; and .

. user brand loyalty.

Az Intel expanded its dominance over the PC system platform, many PC
manufacturers reduced their system development expenditures and now purchase
microprocessors together with chipsets or in assembled motherboards. PC OEMs are
increasingly Hependent on Intel, less innovative on their own and, te a large
extent, distributers of Intel technology. In marketing our microprocesscrs to
these OCMs and dealers, we depend on companies other than Intel for the design
and manufacture of core~logic chipsets, graphics chips, motherboards, BIOS
software and other components. In recent years, many af these third-party
designers and manufacturers have lost significant market share to Intel. In
addition, these companies produce chipsets, motherboards, BIOS software and
bther components tec support each new generation of Intel's microprocessors only
if Intel makes information about its products available to them in time to
address market opportunities, Delay in the availability of such information
makes, and will continue to make, it increasingly dirfficult for these third
parties to retain or regain market share.

Te compete with Intel in the microprocessor market in the fubure, we intend to
continue to form close relationships with third-party designers and
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manufacturers of chipsets, motherboards, graphics chips, BIOS software and other
compeonents. §imilarly, we intend to expand our chipset and system design
.capabilities, and to offer OEMs licensed system designs ipcerporating ocur
microprocessors and companien products, We capnot be certain, however, that our
efforts will be successful.

#e do not currently plan to develop microprocessors that are bus interface
protocol compatible with the Pentium IIT, Pentium 4 and Celeren processors
because our patent cross~license agreement-with Intel does not extend to
microprocessors that are bus interface protocol compatible with Intel's sixth
and subsequent geperation.processors. Thus, the AMD Athlon and BMD Duron
microprocessors are not designed to Function with motherboards and chipsets

w2 G

designed to work with Inte)l microprocessors. The same will be true of our Hammer
family of microprocessors. Qur ability to compete with Intel in the market for
seventh~generation and future generatioa microprocassors will depend on our:

. success in designing and developing the microprocessors: and

. ability to ensure that the microprocessors can be used in PC platforms
designed to support our microprocessors, or that platforms are available
which support both Intel processors and our microprocessors.

A failure for any reasen of the designers and producers of motherboards,
chipsets, processor modules and other system components &o support our
microprocessor offerings would have a material -adverse effect on our business.

Fluctuations in the PC Market. Since most of our microprocessor products are
used in PCs and related peripherals, our future growth is closely tied to the
growth of the PC industry. Industry-wide fluctuvations in the PC marketplace have
in the past and may in the future materially and adverssly affect our business.

Dependence on Microsoft and Logo License. Our ability fo ippovate beyond the x86
instruction set controlled by Intel depends on support from Microsoft in its
operating systems. If Microsoft does not provide support in its operating
systems for the xBé instructions that we innovate and design into our
processors, independent software providers may forego designing their software
applications to take advantage of our innovations, This would adversely affect
our ability to market our processors. For example, we canaot assure that
Microsoft will support ocur Hammer family of microprocessors and its xB6-64 bit
instruction set. Microsoftis support is vital to the success of the Hammer
family products currently in development. .
In addition, we have entered into logo license agreements with Microsoft that
allow us to label our products as “Designed for Microseft Windows.® We have also
obtained appropriate certifipations from recognized testing organizations for
our microprocessors. If we fail to maintain the logo license agreements with
Microsoft, we may lose our ability to label our microprocessors with the
Microsoft Windows logo. This could impair our ability to market the products and
could have a material adverse effect on our business.

Demand for Qur Products Affected by Worldwide Economic Conditions

A contioued decline of the worldwide semiconductor market could further decrease
the demand for microprocessors, Flash memory devices and other integrated
circuits. A significant decline in economic copditions in any significant
geographic area, either domestically or internationally, could decrease the
overall demand for our products, which couid have a material adverse effect on
our business.

3O

Financing Requirements

We will have significant capital requirements during the remainder of 2001. To
the extent that we cannot generate the reguired ¢apital internally or obtain
such capital externally, our business could be materiaily and adversely
affected, We cannot assure the availability of such capital on terms favorable
to us, or at all. We currently plan to make capital investments of approximately
$900 million in 2001 although the actual expenditures may vary. These
investments include those relating to the continued facilitization of Dresden
Fab 30 and Fab 25.

In March 1997, our indirect wholly owned subsidiary, AMD Saxony, entered into
the Dresden Loan Agreements with a ¢onsortium of banks led by Dresdner Bank AG.
The Dresden Loan Agreements reguire that we partially fund Dresden Fab 30
project costs in the form of subordinated loans to, or equity investments in,
AMD Saxony. In accordance with the terms of the Dresden Loan Agreements, we have
invested $271 million as of July 1, 2001, in the form of subordinated loans and
equity in AMD Saxony. If we are upable to meet our obligations to AMD Saxony as
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required under the Dresden Loan Bgreements, we will be in defaull under the
Dresden Loan Agreements and the Loan Agreement, which would permit acceleration
of indebtedness, which Would have a material adverse effect on our business.

In July 2000, FASL broke ground for a third fabrication facility, FASL JV3, for
the manufacture of Flash memory devices in Aizu-Wakamatsu, Japan. As of December
2000, the building was complete and the clean room was under construction. FASL
JV3 is expected to cost 51.4 billion when fully equipped. FASL capital
expenditures to date have been funded by cash generated from FASL operations and
borrowings by FASL., B siqnificant portien of the FASL capital expenditures in
2001 will continue to be funded by cash generated from FASL operations. In
addition, both Fujitsu and AMD made capital contributions of §122 million each
to FASL during the second guarter of 2001. To the extent that additional funds
are reguired for the full facilitization of FASL JV2 or ramp of FASL JV3, AMD
may be required to contribute cash or guarantee third-party lears in proportion
to our 49.992 percent interest in FASL. If we are unable to fulfill our
obligations to FABL, our business will be materizlly &nd adversely affected.

Manufacturing

Capacity. We upderutiiize our manufacturing facilities from time to time as a
result of reduced demand for certain of our products. In the past, there have
been times when our operations related to microprocessors have been particularly
affected by this situatien. If we underutilize our manufacturing facilities in
the future, our gross margins may suffer, We are substantially increasing our
manufacturing capacity by making significapt capital investments in Fab 25 and
Dresden Fab 30. FASL is currently constructimg FASL JV3. We are continuing to
increase production in our kest and assembly facility in Suzhou, China. We have
based cur strategy of increasing our manufacturing capacity on industry
projections for future growth, If these industry projections are ipaccurate, or
if demand for our products does not increase consistent with our plans and
expectations, we will likely underutilize our manufacturing facilities and our
business could be materially and adversely affected.
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In contrast to the above, there also have been situations in the past in which
our manufacturing facilities were inadeqguate to meet the demand for certain of
our products. Our inabilily to obtain sufficient manufacturing capacities to
meet demand, either in our own facilities or through Eoundry or similar
arrangements with others, could have a material adverse effect on our business.
At this time, the risk is that we will have underutilized capacity ir Fabk 25, in
our mahufacturing facilities that support our Foundry Services segment and in
the manufacturing facilities used to make our Flash memory devices,

Conversion of Fab 25 Lo Flash Memory Device Production. We will begin converting
Fab 25 to production of our Flash memory devices by the end of 2001. The speed
of the conversicn of Fab 23 will depend on the Flash market and gepneral business
conditiens.

Process Techpnology,. In order to remain competitive, we must make continuing
substantial investments in improving our process techhologies. In particular, we
have made and continue to make significant research apd development lnvestments
in the technologies anpd equipment used to fabricate our microprocessor products
and our Flash memory devices. Portions of these investments might not be fully
recovered if we fail teo continue te gain market acceptance, if the
communications and networking industries do not recover or if the market for our
Flash memory products should continue to significantly deteriorate. Likewise, we
are making a substantial investment in Dresden Fab 30. We have developed and
installed 0.l18~micron process technology and copper interconnect technslogy in
Dresden Fab 30 in order to manufacture BMD Athlon microprocessars and plan to
begin to convert Dresden Fab 30 to 0.13 micron technology in the fourth guarter
of 2DD1l. We have entered into a strategic alliance with Motorola to co~develop
logic process and embedded Flash technologies. The logic process technology
which is the subject of the alliance inciudes the copper intercennect and
silicon on insulater technology that is required for AMD Athlon microprocessors
and subseguent genherations of microprocessors. The successful development and
implementation of silicon on insulater technology is, for example, critical to
the success of khe Hammer family of processors currently under develcpment. We
cannot be certain that the strategic alliance will be successful or that we will
be able to develop or chtain the leading-edge process technologles that will be
reguired in Fab 25 or Dresden Fab 30 to fabricate microprocessars successfully.

Manufacturing Interruptions and Yields. Any substantial interrupticon of our
manufacturing operations, either as a result of a labor dispute, equipment
failure or olther cause, could materially and adversely affect our business
operations. We also have been ahd may in the future ke materially and adversely
affected by fluctuations in manufacturing yilelds. The design and manufacture of
ICs is a complex process, Normal manufacturing risks include errops and
interruptions in the fabrication process and defects in raw materials, as well
as other plsks, all of which can affect yields. Additional manufacturing risks
incurred in remping up new fabrication arxeas and/or new manufacturing processes
include equipment performance and process controls as well as orher risks, all
of which can affect yields.
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

RDVANCED MICRO DEVICES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

{Unaudited}
{Thousands except per share amounts)

Quarter Ended Nine Months Ended
‘September 30, Octeber 1, September 30, Qctober 1,
2001 2000 2001 2000
Net sales § 765,870 5 1,206,549 $ 2,939,881 $ 3,469,015
Expenses:
Cost of sales 594,056 639,010 1,945,085 1,857,334
Research and development 161,185 162,764 490,059 479,712
Marketing, general and administrative 150,918 141,931 456, 346 436,259
Restructuring and other special charges 849,305 - 89,305 ——
995,464 943,705 2,980,795 2,775,305
Operating income (loss) {223,594) 262,844 (40,914} 633,710
Gain on sale of Legerity ' — 335,899 - 336,899
Interest and other income {expense), pnet (11,220} 19,789 1%,911 60,852
Interest expense : (9,946} {17,382) (51,790} {40,105}
Income (loss) before income taxes, equity in net
income {loss) of joinkt venture R
and extraordinary item . (250, 760) €02,150 {72,793) 1,051,356
Provision (bensfit} for income taxes {65,018} 175,008 (8,758) 226,787
Income (loss) before equity in net income (loss) of
joint venture apd extraordipary item {185,742} 427,141 {64,035} 824,569
Equity in net income (loss) of joint venture {1,187} 4,406 19,296 3,969
income {(toss) befere extraordinary item {186,929} 431,547 {44,739} 825,038
Extraordinary item‘— loss on debt retirement, net of
tax henefit - 22,980 bl 22,9B0
Net income {loss) $ {186,929) $ 408,567 8 {44,739) $ 805,058
Net income (loss) per commen share!
Basic: .
Income {loss) before extracrdinary item 5 {0.54) % 1.38 8 (0.14}) g 2,69
Extracrdinary item § e $ 0.07 § e $ 0.08
Net ipcome (Loss) $  (0.64) § 1.31 § .14y 2.61
Diluted: ‘
Income (loss) before extraordinary item $ {0.54} $ 1.24 $ {0.14) $ 2.42
Extraordinary item k] - § 0.06 $ - B D.06
Net income {(loss} § {0.54) § 1.18 $ (0.14) § 2.36
Shares used in per share calculation:
Basic 345,044 312,943 329,837 307,942
Source; ADVANCED MICRO DEVIC, 10-@, November 14, 2004




Diluted : 345,044 352,893 329,837 350,082
See accompanying notes.
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ADVANCED MICRO DEVICES, INC,
CONPENSED CONSOLIDATED BALANCE'SHEETS
{Thousands)
September 30, December 31,
2001 2000*
{unaudited}
Assets
Current assets:
Cash and cash equivalents $ 397,423 $ 591,457
short-term investments 506,111 701,708
Total cash, cash equivalents and short-term investments 903,534 1,293,165
Accounts receivable, net of allowance for doubtful accounts 588,563 547,200
Inventories:
Raw materials 31,491 34,413
Work~in~process 292,981 154,854
Finished goods 124,606 154,274
Total inventories 44%,078 343,541
Daferred income taxes 168,846 218,527
Prepaid expenses and other current assets. 288,722 255,256
Total current assets 2,399,743 Z2,E57,689
Property, plant and eguipment, at cost 5,949,709 5,461,801
Accumulated depreciation and amortization (3,234,417) {2,825,334}
Property, plant and equipment, net 2,715,282 2,636,467
Investment in joint venture 396,351 261,728
Other assets 227,819 211,851
$ 5,739,205 $ 5,767,735
Liabilities and 5tockholders' Equity
Current liabilities:
Bccounts payable $ 368,084 % 477,369
Accrued, compensation and benefits 143,987 172,818
Accrued liabilities : 382,797 276,721
‘Income taxes payable 49,591 74,806
Deferred income on shipments to distributors 34,620 92,828
Current portion of long~term debt, capital lease obligations and othex 182,487 129,570
Total current liabilities 1,172,546 1,224,109
Deferred income taxes 138,850 203,986
Long-term debt, capital lease .obligations and other, less current portion 796,021 1,167,973
Commitments and contingencies
Stockholders' equity:
Common stock, par value 3,471 3,141
Capital in excess of par value 1,959,483 1,406,250
treasury stock {€8,837) —
Retained sarnings 1,811,522 1,856,261
Accumulated other comprehensive loss {74,851) {84,025}
Total stockholders' equity 3,630,788 3,171,667
§ 5,738,205 % 5,767,735

* mmounts as of December 31, 2000 were derived from the December 31, 2000
audited fipnancial statements.

Source: ADVANCED MICRO DEVIC, 10-Q, November 14, 2001




See accompanying notes.

e

ADVANCED MICRO DEVICES, INC,

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

{Unaudited)
{Thousands}

cash flows from cperating activities:
Ket income {(loss)
Adjustments to reconcile net income (loss) to net cash
provided by operating activities:
Gain on sale of Legerity ’
Extracrdipnary item - loss on debt retirement
net of tax benefit

Depreciation and amortization
Net change in deferred income taxes
Foreign grant and subsidy income
Net loss on dispesal of property, plant and eguipment
Ondistributed income of joint venture
Recognition of deferred gain on sale of building

Net compensation recognized under employee stock plans

Restructuring and other special charges
changes in operating assets and liabilities:
Increase in accounts receivable
Increase in inventories
Increase {(decrease} in prepaid expenses
{Increase) decrease in other assets

{Decrease) increase in tax refund receivable apd tax payable
(Refund) receipt of customer deposits undexr purchase agreements
{Decrease) increase in payables and accrued liabilities

{Decrease} increase in accrued compensation

fncome tax benefits from employee stock optlon exercises

Met cash provided by operating activities

Cash Flows from investing activities:
pProceeds from sale of Legerity
Purchases of property, plant and equipment
Proceeds from sale of property, plant and eguipment
pPurchases of available-for-sale securities

pProceeds from sale/maturities of available~forwsale securities

Investment in joint venture
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from borrowings
pPayments on debt and capital lease obligations
Proceeds from issuance of stock
Repurchase of common stock
N¥et cash provided by {used in) financing activities

Effect of exchange rate changes on cash and cash equivalents

NMet increase {decrease) in cash and cash eguivalents
Cash and cash eguivalents at beginning of period

Cash and pash equivalents at end of period

Supplemental disclosures of cash flow information:
Cash paid for:

Interest
Income taxes
éuppiemental disclosures of non-cash financing activities:
Debt converted to common stock

Source: ADVANCED MICRC CEVIC, 10-Q, November 14, 2001

Rine Months Ended

Septewmber 30, October 1,
2001 2000
$ (44,739) $ 805,058
lad {336,859)
e 22,980
472,389 429,461
{14,453) 104,461
{38,199) {27,975)
22,812 7,354
(19,296} {3,269}
{1,261} {1,261)
3,552 3,712
89,305 -
{41,618) (246,588)
(112, 954) {92,213}
15,888 {38,888}
(47,723} 9,014
(62,586) 8,369
{39,000) 142,500
{67,113) 14,776
{62,926) 83,556
i 71,197
56,078 955,045
ewe 375,000
(541,851} {577,177)
1,715 12,243
{3,143, %00) (2,709,408}
3,346,085 2,359,185
(122, 356) et
{466, 347) {540,157}
342,402 145,910
(90,305} {394,306)
38,252 115,807
{6B,B37) ——
221,512 {132,489}
{5,277) 5,773
{I134,034) 288,172
541, 457 294,125
$ 397,423 $ 5B2,297
§ 38,120 5 84,831
$ 58,088 § 20,908
§ 516,860 & -



See accompanying notes.
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ADVBNCED MICRO DEVICES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITEDY
1. Basis of Presentiation

The accompanying ubaudited condensed consclidated financial statements of
Advanced Micro Devices, Inc. {the Company or AMD} have been prepared in
accordance with generally accepted accounting principles for interim
financial information and the instructions to Form 10-Q and Article 10 of
fegulation S-%. The results of operations for the interim periods shown in
this report are not necessarlly indicative of results to be expected for
the Full fiscal year ending December 30, 2001l. In the opinion of the
Company's management, the information contained herein reflects all
adjustments necessary to make the results of operations for the interim
periods a fair statement of such operations. All such adjustments are of a
normal recurring nature. The interim financial statements sheuld be read in
conjunation with the financial statements in the Company's Annual Report an
Foxrm 10~¥ for the year ended December 31, 2000.

The Company uses a 52~ to S53~week fiscal year ending on the last Sunday in
December. The quarters ended September 30, 2001 and October 1, 2000 each
inciuded 13 weeks. The nine months ended September 30, 2001 and Octeber I,
2000 included 39 and 40 weeks.

-

2. Avajlabple-For-Sale Securities

The following is a summary of investments in available-for-sale securities:

September 30,

{Thousands) 2001
Cash equivalents:
Certificates of deposit $ 10,001
Commercial paper 69,543
Money market funds 61,850
Municipal bonds . 28,620
Federal agency npotes 14,737
Tax exempt money market funds -
Total cash equivalents § 14,821
Short-term investments:
Certificates of deposit 5 10,247
Commercial paper 31,048
Money market aucticn rate preferred stocks 118,232
Municipal bonds 261,706
Federal agency notes . 25,782
Floating rate notes 17,247
Tax exempt preferred aucticn 41,7886
Total short-term investments 5 506,111

R G ST T LYY G T

Long—term investments:

Eguity investments ‘ $ 17,694

Commercial paper 8,999

Treasury notes 3,323

Total long-term investments {included in other assets) -] 31,016
.

3. Net Income {Loss) per Commen Share

Basic net income (lose) per comtvon share is computed using the
weighted-average common shares cutstanding. Dilnted net income (loss) per
common share is computed using the weighted—average commen shares outstanding
plus any potential dilutive securities. Dilutive securities include stock
options and shares issuable upon the conversion of convertible debt. For the
nine-month period ended September 30, 2001, an incremental 14 million shares
of common stock issuable wpon the assumed conversion of convertible debt were
anti~dilutive and were not included in the caleulation of diluted earnings

Saurce: ADVANCED MIGRO DEVIG, 10-Q, Novernber 14, 2001




per share due to recorded net losses. For the three- and nine-month periods

ended September 30, 2001, outstanding stock options of € million and 8

million shares, respectivaly, were not included in the calculation of diluted
earnings per share, as the effect would alsc be anti-dilative. The following
table sets forth the components of basic and diluted income (loss} per common

share:
Quorter Ended Hine Months Endod
September 20, October L, Septtmbax 30, October 1,
(Thousands except per share data) 2001 2000 200} 2000
Kimezator: -
NMumarator for basic itacetme {(loss) per common share bofoxe .
extraordinary item § (186,929) 5§ 431,547 & (44,739 5 828,038
Wumerater fop basic extraordinary loss per common shaze _— 27,980 e 22,980
Humeratsr for basic income {loss) per common share ’ § (186,929} § 408,5%7 § {44,739} % 805,058
Fumerator for diluted income (ioss} per common share pefoxe
extraordinary Ltem $ (188,928) § 43%,547 § (44,733 $ 828,638
Bffect of adding back interest’ expense associated with
convartible debentures - - 6,410 - 20,381
Numerator for basic income {lozs] per common share beforo extraondinary .
ikem . § (188,929} $ 437,957 § (44,739} 5 848,419
Hunegntor for diluted extpacidinary less per common share Ll 22,980 Bl 22,500
Humeratoy for diluted income {ioes} per common share $ (1BG,529) & 414,977 $ 144,739 $ 825,439
Denominator:
Denominater for basic income (loss) per shere ~ weighted-avaerage shares 345,044 311,943 329,837 307, 942
Bffecst of dilutiva securitiest
Empleoyne stotk pptions - 12,996 - 14,172
Convertible debentuvres . 27,8%4 - 27,968
Dilutive potential common shapes ) haad 40,950 — 42,140
Denominabkor for dilutad net income {lo§s) per common shara = 345,044 352,893 329,037 350,082
adjnstod waighted-average shaxes .
Net intome {loss} per common shape:
Basic: i
Income {loss} before extraordinary item 5 (G.54) § 1.38 ¥ {0.18), 3 2,69
Extracrdinary item; deht, $ - % 0.07 % - § 0.38
Net income {losg) $ (0,54} % 1,31 ] {0.14} ] 2.61
Diluved:
Income {lo¢s) before extraordinazy item 3 {0.54)y # 1.24 $ {0.1d) § z2.42
Extracrdinary item; debt ¥ - § 0.068 % - § .06
Het income (lpsgs) $ (.54} 5 i.18 $ 10,143 3 2.36

q, Investment in Joint Venture

In 1993, AMD and Fujitsu Limited formed a joint venture, Fujitsu AMD
Semiconductor Limited {FASL), for the development and manufacture of
non-volatile memory devices. FASL operates advanced integrated circuit

manufacturing facilities in Adzu-Wakamatsu, Japan, to produce Flash memory
devices. FASL also uses foundry facilities in Iwate, Japan and Gresham,
Oregon. The Company's share of FASL is 49.992 percent, and the investment
is being accounted for under the eguity method. At September 30, 2081, .the
cumulative adjustment related to the translation of the FASL financial
statements into U.S. dollars resulted in a decrease in the investment in
FASL of 521 million. During the quarter ended July 1, 2001, the Company
made capital contributions of approximately 5122 million to EASL. The
following are the significapt FASL related~party transactions and balances

H

Quarter Ended Kine Months Ended
September 30, Qctober 1, September 30, October 1,
{Thousands} 2001 2QQ0 2001 2000
Royalty income § 10,975 5 8,236 5 36,675 § 20,138
Purchases 146,766 107,318 435,520° 261,977

September 30, December 31,
{Thousands) . 2001 ] 2000

Royalty receivable 5 21,048 § 9,561

Source: ADVANCED MICRO DEVIC, 10-Q, November 14, 20014



Accounts payable 77,713 ¥7,503

The following is condensed unaudited financial data of FASL:

Quarter Ended Nine Months Ended
. September 30, October 1, September 30, October 1,
{Thousands} 2001 2000 2001 2000

Net sales 5§ 241,812 $ 200,809 $ 808,573 $ 502,838
Gross profit (loss) {18,864) 19,513 73,665 22,811
Operating income (loss) {20,172} 18,599 . 69,822 20,276
Net income {loss) {11,798) 11,270 40,494 12,115

The Company's share of FASL net income set forth ahove differs from the
equity in net income of joint venture reported on the condensed
caonsalidated statements of operations. The difference is due primarily to
adjustments that eliminate the related-party transactions between FASL and
the Company on the Company's condensed consolidated statements of
operations.

FASL has expanded its production capacity through a foundry arrangement
with Fujitsu Microelectronics, Inc. (FMI}. In connection with this foundry
arrangement, the Company agreed to guarantee up to $125 million of
Fujitsu's obligations under FMI's credit facility.

5. Segment Reporting

BMD operates in two repartable segments: the Core Products and Foundry
Services segments,, AMD has previously shown three reportable segments;
however, as a result of the sale of Legerity, Inc. {(Legerity}, the Company
no longer operates in the Voice Communications segment. The Core Products
segment includes microprocessors, Flash memory devices, Erasable
Programmable Read-Only Memory (EPROM) devices, embeddad processors,
platform products and networking products. The Foundry Services segment
includes fees for wafer fabrication and assembly, test, mark and pack
services provided to Legerity and Vantis Corporation {Vantis), the
Company's former programmable logic subsidiary, The Voice Communications
segment included the voice communications products of Legerity until July
31, 2000, the effective date of its sale. The following table is a summary
of the aperating income by segment for the guarters and nine months ended
Septemper 30, 2001 and October 1, 2000: i

Quarter Ended | Wine Months Ended

{Thousands}
Net sales: September 34, October 1, September 30, October 1,
2001 2000 2001 2000
Core Products Segment : § 741,320 $ 1,143,488 s 2,043,915 $ 3,239,035
foundry Services segment 24,550 45,634 95,966 - 89,671
Voice Communications segment —_— 17,427 e 140,309
Total net sales $ 765,870 § 1,206,549 $ 2,839,881 § 3,469,015
Segment operating income (Loss):
Core Producks segment § {123,547 $ 256,241 5 70,053 g 641,701
Foundry . Services segment (5,441} 7,564 {14,761} 17,023
Voice Communications segment i {961} —~— 34,986
Total segment operating income (ioss) {133, 388) 262,844 55,292 693,710
Restructuring and other special charges {89,305} wn (89,305} v
ARdditional ipventory provision (6,901} - {6,501} —
Gain on sale of Legerity — 336,898 - 336,899
Interest income and other, net {11,229} 15,789 19,911 60,852
Interest expense (99,9463 {17,362) : {51,790} (4d, 105}
{Provisicen} benefit for income Laxes 65,018 {175,008} 4,758 {226,787}
Equity in pet income (loss) of joint venture {1,187} 4,406 15,236 3,469
Extraordinary item — debt retirement, net of tax benefit - (22,980} - {22,980)
Net income {loss} $ {1B&, 929} $ 408,567 § {14,739} $ B05,058

L Qe
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Comprehensive Income (Loss)

The Following are the components of comprehensive income {loss}:

guarter Ended

Nine Months Erded

September 30, October 1, Septenber 30, Dctober 1,

(Thousands) 2001 2000 2001 2000
Net income {loss) $  {186,929) S 408,567 \$ {44,739} $ 805,058
Foreign currency translation adjuetments 59,525 {39,760} 18,585 (72,523}
pDerivative financial imstrument gains, net 20,060 - 8,412 -
Unrealized gains {(losses} op Securities arising

during the period ) 2,660 {3,974) {7,824} (2,410)
other comprehensive income {loss) 82,253 (43,734} 19,173 [73,933)
Comprehensive income {(loss) 5 {104,678} $ 364,833 & {25,566}

The compenents of mccumulated other comprehensive loss are as follows:

September 30,

{Thousands) 2001

Unrealized gain on Securities, net of tax $ 5,320
Derivatives ~ cash flow hedging adjustments B,412
Cumulative translation adjustments (BB, 583)

3 (74,851)

5

5

§ 731,125

{107,168)

{94, 025)

-11~

Share Repurchase Program

On January 29, 2001, the Company announced that the Board of Directors had
authorized a program to repurchase up to $300 million worth of the
Company's common stack over a period of time to be determined by
management. BAny such repurchases will be made, from time te time, in the
open market or in privately negotiated transactions in compliance with Rule
10b-18 of the Securities Exchange Act, subject to markel conditions,
applicable legal requirements and other factors, This program does not
obligate the Company to acquire any particular amount of its common stock,
and the program may be suspended at any time at the Company's discretian.
As of September 30, 2001, AMD had scquired 5,310,580 shares of its common
stock at an aggregate cost of $63 million under the program.

Dresden Loan Agreements

BMD Saxony Manufacturing GmbH (AMD Saxony}, an indirect wholly owned
subsidiary of the Company, operates the Company's manufacturing and design
facility in Dresden, Germany (Dresden Fab 30}, Im 1857, AMD Saxony entered
into a loan and related agreements (the Dresden Loan Agreements) with a
copsortium of banks led by Dresdner Bank AG.

In February 2001, the Dresden Loan Agreements Were amended to reflect new
capacity and increased capital spending plans for Dresden Fab 30. Under the
February 2001 amendments, the Company agreed to extend its guaranly of BMD
Saxony's obligations and to make pvailable to RAMD Saxony revolving loans of
up to §$500 million. The Company alsa expanded its cbligation to reimburse
BMD Baxony for the cost of producing wafers for the Company and agreed to
cancel the cost overrun facility made available by the banks. Under these
amendments, the Company was released from fimancial covenants limiting
‘capital expenditures and requiring AMD Saxony to achieve capacity and
production cost targets by the end of 200L.

The Dresden Loan Agreements, as amended, reguire that the Company: provide
interim funding to AMD Saxany if either the remaining capital investment
allowances or the remaining interest subsidies are delayed, such interim
funding to be repaid as AMD Saxeony receives the grants and subsidies from
the State of Saxony; fund shortfalls in gavernment subsidies resulting from
any default under the subsidy agreements caused by AMD Saxony or its
affilintes; and guarantee up to 35 perceht of AMD Saxony's obligations

Source: ADVANGED MICRO DEVIC, 10-Q), November 14, 2001



under the Dresden Loan Agreements, which guarantee must not be less than,
5103 million or more than $2B3 million, until the bank lecans are repaid in
full,
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Derivative Instruments and Hedging

on January 1, 2001, the Company adopted Statement of Financial Accounting
Standards Mo. 133, "Accounting for Derivative Instruments and Hedging
Activifties™ (S5FAS 133}. The Statement reguires the Company teo recognize all
derivatives on the balance sheet at fair walue., Derivatives that are not
hedges must be adjusted to fair value through income. If the derivative is
a hedge, depending on the nature of the hedge, changes in the fair value of
the derivetive are either offset against thbe change in fair value of
assets, liabilities, or firm commitments through earnings {fair value
hedyges} or recognized in other comprehensive income until the hedged item
is recognized in earnings (cash flow hedges), The ineffective portion of a
derivative's change in fair value is immediately recognized in earnings. As
of January 1, 2001, the Company had entered into foreign currency forward
contracts to hedge the gains and losses generated by the re-messurement of
foreign currency denominated intercompany accounts. As a result, these
derivatives, which are not designated as hedges, are recorded at fair
value, with changes in fair value recognized in operations. Accordingly,
the adoption of SFAS 133 had no impact on the Company's consclidated
financial position or operating results.

The Company purchases a significant volume of inventory from FASL, AMD’s
unconsolidated joint venture in Japan, and from AMD Saxony. Purchases from
FASL and AMD Saxony are denominated in yen and euros, respectively.
Therefore, in the normal course of business, the Company's financial
position is routinely subjected to market risk associated with foreign
currency rate fluctuations. The Company'’s general practice is to ensure
that meterial business exposure to foreign exchange risks are identified,
measured and minimized using the most effective and efficient methods te
eliminate or reduce such exposures, To protect against the reduction in
value of forecasted yen and euro denominated cash flows resulting from
these transactions, the Company has instituted a foreign currency cash flow
hedging program, The Company purchases foreign currency forward contracts
and sells.or purchases foreign currency option contracts generally expiring
within twelve months tc hedge portions of its forecasted foreign currency
denominated cash flows. These foreign currency contracts are carried oh the
Company's balance sheet at fair value with the effective portion of the
coptracts' gain or loss recorded in accummlated other comprehensive income
{a component of stockholders' equity) and subseguently recognized in
earnings in the same period the hedged forecasted transaction affects
earhings. The Company does not use derivatives for trading purposes.

The effectiveness test for these foreign currency contracts utilized by the
Company is the fair value to fair value comparison method. SFAS 133 permits
the exclusion from the effectiveness assessment of the time value portion
of the change in value of the currency forward comtract. The change 1n fair
value of tha kime value portion of the derivative is considerad by Che
Company to be ipnherently ineffective apd is immediately adjusted through
earnings each accounting peried. During the three-month period ended
September 30, 2001, the portions of the hedging instruments excluded from
the assessment of hedge effectiveness were not malterial to the Company's
consolidated financial position or operating results and are included in
earnings in the accompanying Consolidated Statements of Oparations.
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As of September 30, 2001, the Company expects to reclassify the amount
accumulated in other comprehensive income to earnings within the next
twelve months due to the recognition in earnings of the hedged forecasted
transactions. -

If a cash flow hedge should be discontinued because it is probable that the
original forecasted transaction will not occur, the net gain or loss in
accumulated other comprehensive income will be reclassified into earnings
as a component of income and expense, Mo such amoupts were recorded in
earnings during the three-month period ended September 30, 2001.

The following table summarizes actlivity ip other comprehensive income
related solely to derivatives classified as cash fleow hedges held by the
Company during the period from January 1, 2001 through September 3@, 2001:

Nine Months Ended

{Thousands) ’ September 30, 2001
tumulative effect of adopfing SFAS 133 -
Changes in fair value of derivatives, net (8,412}

F {8,412)

BT ]

Source: ADVANCED MICRO DEVIC, 10-Q, November 14, 2001



10, Debt

On Bugust 1, 2001, the Company redeemed the remaining $43 million of its
outstanding 11% Senior Secured Wotes (the Senlor Notes) due 2003.

11, ﬁestructuring and other special charges

On September 25, 2002, due to the continued slowdewn in the semiconductor

industry and a resulting decline in revenues, the Company announced a

restructuring plan to accelerate ey components of its strategy to reduce

costs and enhance the financial performance of its core businesses. In

connection with the plan, the Company will close Fabps 14 apd 15 in Austin,

Texas. These facilities support certain of the Company's older products and

its Fountry Service operations, which will be discontinued as part of the

plan. The Company will also restructure other manufacturing facilities and

reduce activities primarily in Penang, Malaysia, along with associated .
administrative support,

These changes will result ip the reduction of approximately 2,300 direct
manufacturing and related administrative support positions, or
approximately 15 percent of the Company's worldwide workforce, by the end
of the second guarter of 2002. Approximately 1,000 of these positicns are
agsociated with cleosing Fabs 14 and 15 in Austin, Texas. The balance of the
reductions Will result from reducing and restructuring activities primarily
in Penang, Malaysia.

pPrior to the date of the Einancial statements, management approved and
committed the Company to the plan and determined the benefits that weuld pe
offered to the

e

employeas being termipated. The benefits package was communicated to
employees in sufficient detail to enable each affected employee to
determine the type and amount of benefit he or she is entitled to receive.

The Company recorded restructuring costs and other speclal charges of $89.3
million, consisting of %$34.1 million of anticipated severance and fringe
benefit costs, $16.2 million of anticipated exit costs to close the
facilitfes in Austin and Pepang and $39%.0 million of asgset impairment
charges. The asset impairment charges relate primarily to buildings and
production equipment and have been ipcurred as a resull of the Company's
decision to implement the plan.

The Company recorded an additional charge of $6.9 million during the third
quarter of 2001 for the impairment of inventories associated with

Foundry Services and other discontinued preduct lines resulting from the
restructuring ptan. This amount was recerded in cost of sales in the
Company's statement of operations.

A summary of the restructuring costs and other special charges is provided
as follows:

Restructuring

Liabkilities

Total Noneash Cash September 30,
{Thousands} Charges Charges Payments 2001
Severance and emplcyee benefits $34,105 - § - $34,105
Facility and equipment impairment 39,000 (39,000} - -
Facility and eguipment decommission costs 15,500 - - 15,500
Dther facility exit costs 700 e - 700
589,305 $(39,000} $ -~ $50,308

The Company expects to substantially complete execution of its
restructuring plan by the end of the second guarter of 2002. None of the
anticipated severance, fringe benefit or exit costs have been paid or used
a5 of September 30, 2001.

12. New Bccounting Pronouncement

In August 2001, the FASB issued SFAS No. 144, “"Accounting for the
impairment or Disposal of Long-Lived Assets”, which is effective January 1,
2002, SFAS 144 supercedes SFAS 121, *Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to be Disposed Of", and. the
accounting and reporting provisions relsting to the disposal of-a segment
of a business under Accounting Principles Board Opinion No. 30. The Comrpany

Source: ADVANCED MICRO DEVIC, 10-Q, November 4, 2001




does not expect that the adoption of SFAS 144 will have a significant
impact on ites finapcial statements.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERARTIONS

Cautionary Statement Regarding Forward-Looking Statements

The statements in this Mapnagement's Discussion and Analysis of Financial
Cendition and Results of Operations that are forward-looking are based on
current expectations and beliefs and involve numerous trisks and uncertainties
that could cause actual results to differ materially. The forward-looking
statements relate to, among other things: operating results; anticipated cash
flows; capital expenditures; adeguacy of resources to fund operatiops and
capital investments; our ability to produce AMD Athlon{TM)} and AMD pDuron {TM}
microcprocessors in the volume reguired by customers on a timely basis; our
ability to maintain average selling prices of seventh-generation microprocessors
despite aggressive pricing strategies of our competitors; the ability of third
parties to provide timely infrastructure solutions imotherboards and chipsets)
to suppert our microprocessors; our abllity to increase customer and markst
acceptance of the newest versions of our seventh~generation micreprocessors,
particularly in commercial and mobile markets; a recovery in the communication
and networking industries leading to an imcrease in the demand for Flash memory
productsy the effect of forelgn currency hedging transactions; the production
ramp of cur new submicron integrated ecirecuit manufacturing and design facility
in Dresden, Germany {Dresden Fab 30); and the financing and construction of the
Fujitsu AMD Semiconductor Limited (FASL) manufacturing facilities. See
"Financial Condition" and "Risk Factors” below, as well as such other risks and
uncertainties as are detailed in our other Securities and BExchange Commission
reports and filings for a discussion of the factors that could cause actual
results to differ materially from the forward-locking statements.

The following discussion should be read in conjunction with the Unaudited
Condensed Consolidated Finencial Statements and related notes included in this
report and our Audited Financial Statements and related notes as of December 31,
2000 and December 26, 1993 apd for each of the three years in the period ended
December 31, 2000 as filed in our Annual Report on Form 10-K.

AMD, the AMD logo, and combinations thereof, Advanced Micre Devices, AMD~K6, AMD
Athlon and AMD Duron are either trademarks or registered trademarks of Advanced
Micro Devices, Inc, Vantis is a trademark of Vantis Corporation. Legerity is a
trademark of Legerity, Inc. Microsoft and Windows are either registered
trademarks or trademarks of Microsoft Corporation. Other terms used to identify
companies and products may be trademarks of their respective owners.
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RESULTS OF OPERATIONS

We participate in all three technology areas within the digital Integrated
Circuits (IC) market--—microprocessors, memory circuits and logic
circuits~~through our Core Products and Foundry Services segments. Our Core
Products segment includes our PC processors, Memory products and Other IC
products. PC processors include our seventh-~generation microprocessors, the RMD
Athlon and AMD Duron microprocessors, and our sixth-generation microprocessors.
Memory products include Flash memory devices and Erasable Programmable Read-Only
Memory, ok EPROM, devices. Other IC products include embedded processors,
platform products and networking products. Dur Foundry Services segment consists
of fees for services that we provide to Legerity, Inc. and Vantis Corporation.

We use a 52— to 53-week Ffiscal year ending on the last Sunday in December. The
guarters ended September 30, 2001, July 1, 2001 and October 1, 2000 each
included 13 weeks. The nine meonths ended September 30, 2001 and October 1, 2000
included 32 and 40 weeks.
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The following is a summary of our net sales by segment for the periods presented

below:
Quarter Bnded Nine Menths Ended
September 30, July 1, October 1, September 30, Cctober 1,
(Millions) 2001 2001 2000 2001 2000

Source: ADVANGED MICRO DEVIC, 10-Q, November 14, 2001



Core Products segment:

PC Processors § 167 s 588 8 625
Memory Products 210 316 420
Dther IC Products 64 51 99

: 741 955 1,144

Foundry Services segment : 25 30 46
Voice Communications segment - - 17
$ 766 $ 985 $ 1,207

Net Sales Comparison of Quarters Ended September 30, 2001 and July 1, 2001

Net sales of §766 million for the third guarter of 2001 decreased by 22 percent
compared to net sales of $585 million for the second quarter of. 2001.

BC Processors net sales of $467 million decreased 21 percent in the third
guarter of 2001 comparsd to the second quarter of 2001. The decrease in net -
sales was primarily due to a decline in average selling prices resulting from
very aggressive market pricing pressures. Total PC processor unit sales were
relatively flat compared to the second guarter of 2001. In the fourth guarter of
2001, we currently expect EC processor net sales to:range from unchanged to
growth of 10 percent due to normal seasopality and the inkroduction of the new
AMD Athlon XP and RMD Athlon MP processors. Maintaining overall BC Processor
sales levels ia the fourth guarter of 2001 is dependent upon coptinuing a
successful production ramp in Dresden Fab 30, our ability to maintain average
selling prices Eor our seventh~generation microprocessars, continuing growth in
unit shipments of our PC processors, the availability of chipsets and
motherboards from third-party suppliers and increasing market acceptance of the
newest versions af the AMD Athlon and AMD Duren pProcessors.

Memory products net sales of $210 millien decreased 34 percent in the third
quarter of 2001 compared to the second quarter of 2001, The decrease resulted
primarily from continuing weakness in the communications and networking
aquipment industries and excess inventories held by major customers. In the
fourth quarter of 2001, we expect net sales of memory products to range from
unchanged to growth of l0 percent due to an increase in unit shipments,
partially offset by a decline in average selling prices.

Other IC products met sales of $64 million increased 25 percent in the third
quarter of 2001 compared to the second guarter of 200l primarily due to
increased net sales of platform products, partially offset by a decrease in
networking product sales as a result of the sustained weakngss in
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the communications and networking equipment industries. We expect Other IC
revenues to dechime in the fourth guarter of 2001 due to our restructuring plan,
which results in the discontinuatiop of embedded processors and networking
products by the end of the second quarter of 2002, !

Foundry Services segment service feos-of $25 million decrsased 17 percent in the
third guarter of 2001 from §30 milliop in the second quarter of 2001. The
decrease was primarily due to a significant reduction in demand for product from
Vaptis. We expect that service fees will continue tp decline in the fourth
guarter of 2001 due to our restructuring plan, which results in the
discontipuation ¢f these services by the end of the second guarter of 2002.

Net Sales Comparison of Quarters Ended September 30, Z001l and October 1, 2000

Met sales of §766 million for the third guarter of 2001 decreased by 37 percent
compated to net sales of $1,207 millicon for the third guarter of 2000.

PC Processors net sales of $467 million decreased 2% percent in the third
qguarter of 2001 compared to the same guarter of 2000 primarily due to a decline
in avernge selling prices of our seventh-generation microprocessors, partially
offset by higher unit sales of our seventh~generation microprocessors.

. Memory prodacts ﬁet sales of 5210 million decreased by 50 percent in the third

quarter of 2001 compared to the same guarter of 2000 due to a decline in uni€
shioments, partially offset by an increase in average selling prices. The
decline in unit shipments resulted from the sustained weakness in the
communications and networking equipment industries and excess inventories held
by major customers.

Other IC products net sales of $64 million in the third quarter of 2001
decreased by 35 percent when compared to the same guarter of 2000 due to
decreased net sales [rom networking and embedded processor products, partially
offset by an increase in net sales of platform products,

Foundry Services segment service fees of $25 million in the third guarter of
2001 decreased by 46 percent compared Lo the same guarter of 2000. The decrease

Source: ADVANCED MICRO DEVIC, 10-Q, November 14, 2001
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was primarily due to a significant reduction of preduct purchsses and service
fees from Vantis.

Net Sales Comparison of Nine Months Ended September 30, 2001 and October 1, 2000

Wet sales of 52,940 million for the first nine months of 2001 decreased by 15
parcent compared to net sales of $3,463 million for the first nine months of
2000. . . .

PC Processors net sales of $1,717 million decreased three percent in the Eirst
pine months of 2001 compared to the same peried of 2000 primarily due to lower
average selling prices of our seventh-generation microprocessors and lower unit
sales of AMD-K6é microprocessors, partially offset by higher unit shipments of
our seventh~generation mlcroproceksors.

Memory products net sales of 5937 million decreased by 16 percent in the first
nine months of 2001 compared to the same period of 2000 due to a decline in unit
shipments resulting from the sustained weakness in the communications and
netWorking equipment industries and excess inventories held by major customers.

<79

Other IC products net sales of $180 millien ip the first nine months of 2001
decreased by 47 .percent compared to the same perieod of 2000 due to decreased net
sales from netwotking, platform and embedded processor products as the
communications and netwoarking equipment industries continued to decline.

Foundry Services segment service fees of $96 millicn in the first nine months of
200% increased compared to the same period of 2000. The increase was primarily
due to the addition of service fees from lLegerity after the second guarter of
2000, partially offset by a reduction of product purchases and service fees from
vantis,

Comparisen of Expentes, Gross Margin Percentage and Interest

The following is a summary of expenses, gross margin percentage and interest and
other income (expense}, net for the periods presented below:

Quarter Ended Nine Months Ended
September 30, July 1, October 1, Septenber 30, October 1,

2001 2001 . 2000 2001 2000
{Millions except for gross margin percentage}
Cost of sales $ bo4 $ 634 $ 630 5 1,945 $ 1,857
Gross margin percentage 22% 3b% 47% 39% 46%
Research and development § 161 s 171 s 153 $ 480 s 480
Marketing, general and administrative 151 156 142 456 438
Restructuring and other special charxges 89 - - 89 -
Gain on sale of Legerity - - 337 - 337
Interest and other income (expanse), net {11} 12 20 20 6%
Interest expense 10 20 17 52 40

We operate in an industry characterized py high fixed costs due to
capital~intensive manufacturing processes, particularly the state-of-the-art
production facilities required for PC processors and Flash memory devices. As
result, our gross margin percentage is significantly affected by fluctuations-
product sales, Our ability to maintain gress margin percentages depends on
continuing a successful productien ramp in Dresden Fab 30, maintaining average
selling prices of our core products, particularly in light of pricing pressures
from Intel, continuing growth in unit shipments of our PC processors, the
availability of chipsets and motherboards from third-party suppliers and
increasing market acceptance of the newest versions of the AMD Athlon and AMD
Duron processors.

[l ]

n

The gross margin percentage of 22 percent in the third quarter of 2001 decreased
from 35 percent in the second guarter of 2001 and from 47 percent in the third
quarter of 2000. The decrease in gross margin percentage in the third quarter of
2001 compared te the second quarter of 2001 was primarily attributable to a
decline in the average seliing prices and unit shipments for our core products
resulting largely from very aggressive market pricing pressures from Intel. The
decrease in gross margin percentage in the third quarter of 2001 compared to the
same quarter in 2000 was primarily due ta higher fixed manufacturing costs and
decline in average selling prices. Fixed costs will continue to increase as we
ramp Dresden Fab 30 production through the end of 2001. We expect the initial
phases of Fab 30 to be ak full capacity by the end of 2001.
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Research and development expenses of $161 million in the third guarter of 2001
decreased six percent compared te the immediate prior quarter and one percent
compared to the same quarter in 2000, The decrease was primarily dve to reduced

Securce: ADVANCED MICRO DEVIC, 10-Q, November 14, 2001




research and development activities for PC microprogessors.

Research and development and cost of sales included the recognition of deferred
credits on foreign capital grants and interest subsidies that were received for
Dresden Fab 30. Credits of approximately $11 million per quarter, denominated in
deutsche marks, will continue to be offset against Dresden Fak 30 expenses in
future gquarters until June 2007.

Marketing, general and administrative expenses of §151 million in the third
quarter of 2001 decéreased three percent compared to the second quarter of 2001
as a result of a decrease in sales expenses, partiamlly offset by an increase in
marketing expenses for our core products, Marketing, general and administrative
expenses in the third gquarter of 2001 increased six percent compared to the same
quarter in 2000. The ipncrease was primarily due to increased advertising and
marketing expenses for our core products.

On September 25, 200), due to the continued slowdown in the semiconductor
industry and a resulting decline in revenues, we announced a restruéturing plan
to accelerate key components of our strategy to reduce 'costs and enhance the
financial performance of our core businesses. In connection with the plan, we
will close Fabs 14 and 15 in Austin, Texas, These facilities support certain of
our older products and our Foundry Service operations, which will be
discontinued as part of the plan. We will also restructure other manufacturing
facilities and reduce activities primarily in Penang, Malaysia, aleng with
associated administrative support.

These changes will result in the reduction of approximately 7,300 direct
manufacturing and related administrative support positions, or approximately 15
percent of our worlduwide workforce, by the end of the second quarter of 2002.
Approximately 1,000 of these positions are assoclated with closing Fabs 14 and
15 in Austin, Texas. The balance of the reductions will result from reducing and
restructuring activities primarily in Penang, Malaysia.

Prior to the date of the financial statements, our management approved and
committed us to the plap and determined the benefits that would be offered to
the employees being terminated. The benefits package was communicated to
employees in sufficient detail to enable each affected employee to determine the
type and ameunt of benefit he or she is entitled to receive,

We recorded restructuring costs and other speclal charges of $89.3 million,
consisting of 534.1 million of anticipated severance and fringe benefit costs,
$16.2 million of anticipated exit costs to close the fagilities in Rustin and
Penang and $39.0 million of asset impairment charges. The asset impairment
charges relate primarily to buildings and production equipment and have been
incurred as a result of our decision to implement the plan.

We- recorded an additional charge of $6.9 million during the third gquarter of
2001 for the impairment of inventories assoclated with Foundry Services and
other discontinued product ’
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lines resulting from the restructuring plan. This amount was recorded in cost of
sales in our statement of operations.

A summary of the restructurihg costs and ather special charges is provided as

follows:
Restructuring

Total Noncash Cash Liabilities
{Thousands) Charges Charges Paymentz September 34, 2001
Severance and employee benefits § 34,105 $ - $ - § 34,105
Facility. and equipment impairment 35,000 {35,4000) - -
Facility and equipment decommission
costs 15,500 - - 15,500
Qther facility exit costs 7400 - - 700

$ B9,305 $ {39,000) E - 5 50,305

We expect to substantially complete execution of our restructuring plan by Lthe
end of the second quarter of 2002, None of the anticipated severance, fringe
benefit or exit costs have been paid or used as of September 30, 2001. Upon
execution of the plan, we expect to realize an overall cost reduction of up te
$125 million oh an apnualized basis.

Thterest and other income (expense) decreased §23 million compared to the second
quarter of 2001 primarily due to a $22 million charge for "other than temporary”
declines in our equity investments. Interest and other income {expensej}
decreased $31 million compared to the same quarter of 2000 primarily due to 2
$22 million charge for “other than temporary” declines in our equity investments
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and an $8 million decrease in interest inceme due ko a decrease in short-term
investments.

Interest expense of §10 million in the third guarter of 2001 decreased 51
percent compared to the second quarter of 2001 primarily due te the redemption
of our 6% convertible subordipated notes in May 2001, Interest expense
decreased 41 percent compared to the same guarter of 2000 primsrily due to the
redemption, of our 6% convertible subordinated notes and the redempticn of the
remaining $43 million of our outstanding 11% Senior Secured Notes due 2003 in
the second guarter of 2001, partially pffset by an increase of interest expense
as a result of increased hotrowings by BMD Saxony under the Dresden Loan
Bgreements, as described below.

.

Income Tax

We recorded an income tax benefit of $65 milliom in the third quarter of 2001
and 2n income tax provision of $175 millien in the third quarter of 2000, The
gffective tax rates for the guarter and nine months ended September 30, 2001
were 26 percent and l2 percent, respectively, reflecting the provision of U.sS.
taxes on certain previcusly undistributed earnings of low-taxed foreign
subsidiaries. The effective tax rates for the quarter and nine months ended
October 1, 2000 Wwere 2% percent and 22 percent, respectively, reflectipg. the
realization of deferred tax assets for which no penefit was previeusly taken.
The tax benefit on the restructuring charges in the quarter ended September 30D,
2001 was $21 million or 24 percent reflecting the allccation of the charge
between U.S. and foreign low-taxed jurisdictions.

Other Items

international sales as @ percent of net sales were 68 percent ip the third
gquarter of 2001 compared to 61 percent in the second guerter of 2001 and 57
percent in the third quarter of 2000. International sales as a percent of net
sales were 64 percent in the first nine months of 2001 compared to 57 percent in
the first nine months of 2000, During the third quarter of 2001, approximately
one percent of our net sales were denominated in foreign currencies compared to
six percent in the same period in 2000. We do not have sales denominated in
local currencies in countries that have highly inflationary ecconomies. The
impact on our operating results from changes in foreign currency rates
individually and in the aggregate has neot been significant,

Comparison of Segment Income

For 2 comparison of segment net sales, refer te the previous discussions on net
sales by product group.

The following is a summary of operating income (loss) by segment for the periods
presented below:

Quarter Ended Nine Months Ended

September 30, July 1, October 1, September 30, October 1,
{Millions) 2001 2001 2000 2001 2000
Core Products § {124) § 2B $ 256 570 $ 642
Foundry- Services (9) . (8) B (15) 17
Voice Communicationhs - . - {1} - 35
Total $ (133) 5 22 $ 263 $ 55 $ 694

Core Products' operating results for the third quarter of 2001 decreased $152
million compared to the second guarter of 2001 and %380 million compared to the
third quarter of 2000. These decreases were primarily due to & decline in the
average selling prices and unit shipments of our core products, due to the
sustained downturn in the semiconductor, communications and networking egquipment
industries. Core

Products’ gperating results for the first nine months of 2001 decreased 89
percent compared to the first nime months of 2000 due to the sustained downturn
in the semiconductor, communications and networking equipment industries,
resulting in a decrease in net sales of our Core Products, As a result of the
sale of Legerity, effective July 31, 2000, we no longer oparate in our former
Voice Communicatiops segment, resulting in no operating income in this segment
in the third guarter of 200l compared to an operating loss of $1 million in this
segment in the third gquarter of 2000.
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FINBNCIAL CONDITION

Het cash provided by operating activities was $56 million ip the first nine
months of 2001 primarily due ko an increase of $472 million from depreciatien
and amortization and a nonrecurring $89 million frem restructuring and other
special charges, offset by year to date losses of §4% million, a reduction to
operating rcash flows from net changes in deferred income taxes and foreign grant
and subsidy income of $53 million and a net decrease of §414 million from
changes in operating assets and liabilities.

Net cash provided by operating activities was $955 million in the first nine
months of 2000 primarily due to net income of $B05 million, a nonrecurring $337
million non-cash adjustment from the gain on the sale of Legerity in 2000, an
increase of $429 million from depreciation and amortization, an increase of $71
million from income tax benefits from employee stack option exercises, and a
‘decrease of §28 million from foreign grant and subsidy income.

Net cash used in investing activities was 5466 million during the first nine
menths of 2001, Major uses of cash during the period included $542 million for
the purchases of property, plant and equipment, primarily fer Dresden Fab 30 and
Asia manufacturing facilities and $122 miilion for additional equity investments
in FRASL, offset by $196 million of net proceeds from the maturities of
available~forw~sale securities.

Net cash used in investing activities was $540 million during the first nine
months of Z000 primarily due to $577 million from the purchase of property,
plant and equipment and $350 million for net purchases of available~for-sale
securities, offset by the noprecurring $375 million we received from the sale of
Legerity. .

Net cash provided Dy financing activities was 5222 million during the first nine
months of 2001 primarily due to $342 million in proceeds from Dresden Fab 30
bortowing activities and $38 million in proceeds from the issuance of stock in
copnection with stock option exercises and purchases under our Employee Stock
Purchase Plan, offset by $90 million in payments on debt and capital lease
obligations and $69 million Erom our repurchase of our common stock.

Net cash used in financing activities was $132 million durlng the first nine
months of 2000 primarily due to $394 million in payments on debt and capital
lease obligations, offset by $146 million in proceeds from borrowing activities
and $116 million in proceeds from issuance of stock.

Under our loan and security agreement, effective as of July 13, 1928, which
provides for a four-year secured revolving iine of credit of up to 5200 millionm,
we can borrow, subject to amounts that may be set aside by the lenders, up teo B5
percent of our eligible accounts receivable from Original Equipment
Manufacturers and 50 percent of our eligible accounts receivable from
distributors. We must comply with certain E£inancial covenants if the level of
domestic cash we hold declines to cortain levels or the amount cf borrowings
under our lean and security agreement rises to certain levels. Dur obligation
under our loan and security agreement is secured by a pledge of most of our
accounts receivable, inventory, general intangibles and the related proceeds. As
of September
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30, 2001, no funds .gere drawn under our loan and security agreement. In
addition, we had available unsecured, uncommitted bank lines of credit in the
amount of $24 million, none of which were outstanding.

We plan to make capital investments of approximately $800 millien during 2001,
of which approximately 5542 million has been incurred as of September 30, 2001.
These investments include those relating to the continued facilitization ef
presden Fab 30 and our fabrication facility ip Austin, Texas, known as Fab 25.

On January 2%, 2001, we announced that our board of directors had authorized a
program to repurchase up to 5300 million worth of our commen stock over a period
of time to be determined by management. Any such repurchases have been and will
be made in the open market or in privately negotiated transactions from time to
time in compliance with Rule 10b-18 of the Securitles Exchange Act, subject to
market conditions, applicable lasgal requirements and other factors, This program
does not obligate us to acquire any particular amount of our common stock, and
the program may be suspended at any time at our discretion. As of September a0,
2001, we had acquired 5,310,580 shares of cur common steck at an aggregate cost
of $69 million.

On May 21, 2001, we redeemad all $517.5 million of our cutstanding 6%
Convertible Subordinated Notes due 2005, which reswlted in the conversion of
$517.3 million of such Nptes into approximately 2B million shares of our common
stock. Tha remaining $0.2 million of Netes were paid in cash to investors.
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On Pugust 1, 2001, we redeemed a3ll $43 millicn of our ocutstanding 11% Senior
Secured Fotes due 2003.

AMD Saxony, an indirect wholly owned German subsidiary of AMD, has constructed
and has installed equipment in Dresden Fab 30, which began production in the
second guarter of 2000. AMD, the Federal Republic of Germany, the State of
Saxony and a consortivm of banks are supporting the project, We currently
estimate that the construction and facilitization costs of Dresden Fab 30 will
be §2.6 billion when fully equipped by the end of 2003. We have invested $1.7
billion as of September 30, 200L. In March 1997, AMD Saxony entered into a loan
agreement and other related agreements (the Dresden Loan Agreements} with a
consortium of banks led by Dresdner Bank AG. The Dresden Loan Agreements provide
for the funding of the construction and farilitization of Dresden Fab 30. The
funding consists of:

. eguity, subordinated loans and loan guarantees from AMD;

. loans from a conscortium of banks; and

. grants, subsidies and loan guarantees from the Federal Republic of Germany
and the State of Saxony.

The Dresden Loan Agreements require that we partially fund Dresden Fab 30
project costs in the form of subordinated loans to, or equity investments in,
AMD Sazony. In accordance with the terms of the Dresden Lean Agreements, as of
Septemper 30, 2001, we have invested $278 million in AMD Sarxony in the form of
subordinated loans and equity investments. In addition to support from AMD, the
consortium of banks referred to above agreed to provide up to $708 million in
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loans to AMD Saxony to help fund Dresden Fab 30 project costs. As of September
36, 2001, 5662 million of the available loans were outstanding.

Finally, the Federal Republic of Germany and the State of Saxony are supporting
the Dresden Fab 30 project in the form of:

. guarantees of the lesser of 65 percent of AMD Saxony bank debt or $708
million;

. capital investment grants and allowances totaling $287 million; and

. interest subsidies totaling $144 million.

Of these amounts, BMD Saxony had received $284 millien in capitel investment
grants and allowances and $54 million in interest subsidies as of September 30,
28601. The grants and subsidies are subject ta conditions, including meeting
specified levels of employment in December 2001 and maintaining those levels
antil June 2007. Honcomplianze with the conditions of the grants and Subsidies
could result in the forfeiture of all cr a portion of the future amounts to be
received as well as the repayment of all or a portion of amounts received to.
date. As of September 30, 2001, we.were in compliance with all of the conditions
of the grants and subsidies.

As most of the amounts under the Dresden Loan Agreements are denominated in
deutsche marks, the dollar amounts set forth above are subject to change based
on applieable conversiom rates. We used the exchange rate at the end of the
third quarter of 2001, which was approximately 2.1Z deutsche marks te cne U.S.
dollar, to value the amounts denominated in deutsche warks.

In February 2001, we amended the Dresden Loan Rgreements to reflect new capacity
and increased capital expenditure plans for Dresdepn Fab 30. Under the February
2001 amendments, we agreed to increase and extend our guaranty of AMD Saxony's
obligations and to make available to AMD Saxony revolving leans of up to $500
million, We expanded our abligation to reimburse AMD Saxony for the cost of
producing wafers for us, and we also agreed to cancel the cost overrun facility
made available by the banks. Under the February 2001 amendments, we were
released from fipancial covenants limiting capital expenditures and requiring
AMD Saxony to achieve capacity and production cost targets by the end of 2001.

The Dresden Loan Agreements, 3s amended, also require that we:

. provide interim funding to AMD Saxony if either the remaining capital
investment allowances or the remaining interest subsidies are delayed, such
funding to be repaid te AMD as AMD Saxony receives the grants or gubsidies
from the State of Saxony;

. fund shortfalls in government subsidies resulting from any default under the

subsidy agreements caused by AMD Saxony or its affiliates; and

guarantee up to 35 percent of AMD Saxony's obligations under the Dresden Loan

Agreements, which guarantee must not be less than $103 millicp or more than

$283 million, until the bank lcans are repaid in full.
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AMD Saxony would be in default under the Dresden Loan Agreement if 'we, AMD
Saxony or AMD Saxony Holding GmbH (AMD Holding), the parent compapy of AMD
Saxony and a wholly owned subsidiary of AMD, fail to comply with certain

obligations thereunder or upon the occurrence of certain events including:
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., malkerial variances from the approved plan and specifications;

. the failure to fund equity contributions or shareholder loans;

. violations of restrictions on sales of shares in AMD Saxony or AMD Holding:

. the failure to pay material obligations;

. tbhe occurrence of a material adverse change or filings or proceedings in
pankruptcy or insolvency with respect to us, AMD Saxzony or AMD Holding: and

. the occurrence of a default under our loan and securjity agreement.

Generally, any default with respect to borrowings made or guaranteed by AMD
results ip recourse to us of more than $10 millicn and, if not cured by us,
would result in a cross-default under the Dresden Loan Agreements and cur loan
and security agreement. hs of September 30, 2001, we were in compliance with all
conditions of the Dresden Loan Agreements.

In the event we are unable to meet our obligation to make loans to, or equity
investments in, BMD Saxony as required under the Dresden Loan Agreements, RMD
Saxony would be unable to complete the continued facilitization of Dresdep Fab
30. We would also be in default under the Dresden Loan Bgreements and the loan
and security agreement, which default would permit acceleration of certain
indebtedness., We cannot assure that we will be able (o obtain the funds
necassary to fulfill these obligations. Any such failure would have a material
adverse effect on us,

FASL, a joint venture formed by AMD and Fujitsu Limited {(Fujitsua} in 1393, is
continuing the facilitization of ifs second Flash memory device wafer
fabrication facility, FASL JV2, in pAizu-Wakamatsu, Japan. The facility,
including equipment, is expected tc cost approximately $915 million when fully
equipped. As of September 30, 200}, approximately $870 million of this cost had
been funded. In July 2000, FASL broke ground for a third fabrication facility
for the manufacture of Flash memory devices in Aizu-Wakamatsu, Japan. The
facility, designated as EASL JV3, is expected to cost approximately §1.5 billion
when fully equipped. As of September 30, 2001, approximately $600 million and
facilitization of this cost has been fupded, To date, capital expenditures for
construction of FASL JV2 and FASL JV3 have been funded by casb generated from
FASL operations and borrowings by FASL, FASL has also expapded its production
capacity through a foundry arrangement with Fujitsu Microelectronics, Inc.
(FMI). In connection with this foundry arrangement, we agreed to guarantee up to
$125 million of Fujitsu's obligations under FMI's credit facility. As of
September 3¢, 2001, we had a 5125 million loan guarantee outstanding with
respect to this arrangement.

A significant portion of FASL capital expenditures in 2001 will conlinue to be
funded by cash generated from FASL operations. In addition, both Fujitsu and AMD
made capital contributions of 15 billion yen (5122 million) each to FASL during
tha second quarter of 2001. Further, to the
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extent that additional funds are required for the full faciliftization of FASL
Jv2 and FASL JV3, AMD may be required to contribute cash or guarantee
third-party loans in proportion to our 49.992 percent interest in FASL. As of
September 30, 2001, we had $7 million in loan guarantees putstanding with
respect to these loans. These planned costs are incurred in yen and eare,
therefore, subject to change due to foreign exchange rate fluctuatjons. On
September 10, 200)1, the exchange rete was 119. 05 yen to 1 U.5. dollar, the rate
we used to Lranslate the amounts denominated in yen into U.5. dollars.

We bellieve that our cash flows from operations and current cash balances,
together with available external financing, will be sufficient to fund our
operations and capital investments for at least the nexzt 12 months.

In August 2001, the FASB issued SFAS No. 144, “Accounting for the ‘Impazirment or
Disposal of Long-Lived Assets", which is effective January 1, 2002. SFAS 144
supercedes SFAS 121, "Accounting for the Impairment of Long-Lived Assets and for
Long-Lived Assets to be Disposed Of", and the accoupting and reporting
provisions relating to the dispesal of a segment of & business under Accounting
Principles Board Opinion No. 30. The Company does not expect that the adoption
of SFAS 1#4 will have a significant impact on its finanelal statements.

RISK FBCTORS

Our business, results of operations and fipapcial condition are subject to a
number of risk factors, including the following:

Flash Memory Products

The demend for Flash memory devices contirugs to be weak due to the sustained
downturn in the communications and networking equipment industries and excess
inventories held by our cuestomers. In addition, competition in the market forx
Flash memory devices is expected to increase in 2002 and beyond a$ competing
manufacturers introduce new products and industry-wide production capacity
increases. We may be unable to maintain or increase our market share in Flash
memory deviees as the market devvlops and Intel and other competitors introduce
competitive products. A decline in sales of our Flash memory devices and/ox
lower average selling prices could have a material adverse effect on our
business.
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Microprocessor Froducts

MMD's Dependence on Microprocessor Sales. The microprocessor market is
¢haracterized by short product life cycles and migration to ever~higher
performance microprocessors. To compete successfully against Intel in this
market, we must transition to new process technelogies at a fast pace and offer
higher performance microprocessors in significantly greater volumes. If we fail
to achieve yield and volume goals or to offer higher performence microprotessors
in significant volume on a timely basis, our business ¢ould he materially and
adversely affected.

We must continue to successfully market our seventh~generation Microsoft Windows
compatible microproceszors, the AMD Athlon and AMD Duron microprocessors, in
order to increase our mleroprocessor product revenues in 2001 and beyopd. To
sell the volume of AMD Athlon and AMD Duron microprocessors we currently plan to
manufacture through 2002, we must increase sales to existing customers apd
develop new customers in both consumer and commercial markets. Our production
and sales plans for microprocessors are subject to other risks and
uncertainties, including:
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.” our ability to achieve a successful marketing position for the AMD Athlon XP
microprocessor, which relies on market acceptance of a metric based on
overall processor performance versus processor speed;
cur ability to maiptain average selling prices of microprocessors despite
itncreasingly aggressive Intel pricing strategies, marketing programs, new
product introductions and product bundling of microprocessors, motherboards,
chipsets and combinations thereof;
our ability to continue offering new higher per[ormance microprocessors
competitive with Intel’s Pentium 4 processor;

. our azbility, on a timely basis, to produce microprocessors in the volume and
with the performance and feature set required by customers;

. the pace at which we are able to ramp production in Dresden Fab 30 on 0.18-
and 0,13~micron copper interconnect process techpology;

. our ability to expand our chipset and system design capabilities;

. the availability and acceptance of motherboards and chipsets designed for our
microprocessors; and

. the use and market zceeptance of a non~Intel processor bus (adapted by us
from Digital Equipment Corporation’s EV6 bus) in the design of our
seventh-generation and future generation microprocessors, and the
availability of chipsets from vendors who will develop, manufacture and sall
chipsets with the EV6 interface in velumes required by us.

If we fail to achieve continued and expanded market acceptance of our
microprocessors, our business may be materially and adversely affected.

Investment in BMD Microprocesgsor Products. We plan to continue Lo make
significant capital expenditures to support our microprocessar products hoth in
the near and long term. These capital expenditures will be a substantial drain
on our cash flow and may also decrease our cash balances.

Intel Dominance. Intel has dominated the market for microprocessors used in PCs
for many years. As a result, Intel has been able to control x86 microprocessor
and PC system standards and dictate the type of products the market requires of
Intel's competitors. In addition, the financial strength of Intel allows it to
vary prices on its m:croproceesors and other products at will. This aggreasive
pricing strategy has resulted in lower average selling prices and adversely

affects our margins and profitability. Intel also exerts substantial influence
over PC manufacturers and their channels of distribution through the "Intel

Inside” brand program and other marketing programs. As long as Intel remains in
this dominant position, We may be materially and adversely affected by its:

. bpricing strategies;

. product mix and introduction schedules;

. product bundling, marketing, and merchandising strategies;

. control over industry standards, FC manufacturers and other PC industry
participants, including motherboard, chipset and basic input/output system
{BIOS) suppliers; and

. user brand loyalty.

~-30~

We expect Intel to maintain its dominant position inr the marketplace as well as
to continue te invest heavily in research and development, new manufacturing
facilities and other technology companies.

Intel also dominates the PC system platform. As a result, FPC OEMs are
increasingly dependent on Intel, lLess innovative on their own and, to a large
extent, distributors of Intel technology. In marketing our microprocessors to
these OEMs and dealers, we depend on companies cother than Intel for the design
and manufacture of core-~logic chipsets, graphics chips, motherboards, BIOS
software and other components. In addition, these companies produce chipsets,
motherboards, BI0S5 software and other components Eo support each new generation
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of Intel's microprocessors cnly if Intel makes information about its products
available to them in time te address market opportunities. Delay in the
avallabhility of such informatien makes, and will contipuve to make, it
increasingly difficult for these third parties Co retainp or regaln market share.

Our microprocessors are not designed to function with motherboards and chipsets
designed to work with Intel microprocessors. Our ability to compete with Intel
in the market for, seventh~generatiom and future generation microprocessors will
depend on cur ability to ensure that the microprocessors can be used in PC
platforms designed to support our microprocessors or that platforms are
available that support both Intel processors and our microprocessors. A fallure
of the designers and producers of motherboards, chipsets, processex modules and
other system components to support our microprocessor offerings could have a
material adverse effect on our business.

Fluctuations in the BC Market. Our future growth is closely tied to the grewth
of the PC industry. Industry-wide fluctuatiens in the PC marketplace have in the
past and may in the future materially and adversely affect our business.

Dependence oh Microsoft and Logo License., Qur ability to innovate beyond the xB$
instruction set controlled by Intel depends on support from Microsoft in its
operating systems. If Microsoft does not provide support in its operating .
systems for out xB6 instruction sets, independent seftware providers may forego
desigring their software applicaticns to take advantage of our innovations. In
addition, we have entered into logo license agreements with Microsoft that allow
us to label our products as "Designad for Microsoft Windows." If we fail to
retain the support and certification of Microsoft, our abllity to market our
processors could be adversely affected.

Demand for Dur Products Affected by Worldwide Economic and Political Conditions

The economic slowdown in the United States and worldwide, exacerbated by the
occurrence and threat of terrorist attacks and consequences of sustained
military action, could adversely affect demand for our microprocessors, Flash
memory devices and other integrated circuits. Similarly, a continued declire of
the worldwide semiconducter market or a significant decline ip economic
conditions in any significant geographic area could decrease the overall demand
for our products, which could have a material adverse effect on our business.
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Financing Requirements

We will have significant capital requirements during the remeinder of 2001 and
in 2002. To the extent thal: we cannot generate the required Capital internally
or obtain such capital externally, our business could be materially and
adversely affected.

In March 1997, our indirect wholly owned subsidiary, AMD Saxony, entered into
the Dresden Loan Agreements with a cohsortium of banks led by Dresdner Bank AG.
The Dresden Loan Agreements require that we partially fund Dresden Fab 30 '
proiect costs in the form of subordinated loans to, or equity investments in,
AMD Saxony. In February 2001, these agreements were amended, If we are unable to
meet our cbligations to AMD Saxony as required under the Dresden Loan
hgreements, we will be in default under the Dresden Loan Agreements, which would
permit acceleration nf indebtedness.

In July 2000, FASL broke ground for a third fabrication facility, FASL JV3, for
the manufacture of Flash memory devices in Aizu-Wakamatsu, Japan. To the extent
that additional funds are required for the full facilitization of FASL JVZ

and EARSL JV3, AMD may be reguired to contribute ¢ash or guarantee third-party
lcans in proportion to our 43.992 percent interest in FASL. If we are unable to
fulfill our obligations to FASL, our business could be materxially and adversely
affected.

Manufacturing

Cepacity. From time to time, we upderutilize our manufacturing facilities as a
result of reduced demand for certain of our products. We are substantially
increasing our manufacturing capacity by making significant. capital ipvestments
in Dresden Fab 30, FASL JV3 and our test and assembly facility in Suzhou, China.
If industry projections are inaccurate, or if the increase in demand for our
products is not consistent with our expectations, we may-underutilize our
manufacturing facilities apd our business could be materially and adversely
affected.

There may also be situations in which our manufacturing facilities are
inadequate to meet the demand for certain of our products, Qur imability to
obtain sufficient manufacturing capacities to meet demand, either in cur own
facilities or through foundry or similar arrangements with others, could have a
material adverse effect op our business. At this time, the risk is that we will
have underutilized capacity in Fab 25, in our mapufacturing facilities that
support our Foundry Services segment and in the¢ manufacturing facilities used to
make our Flash memory devices.

Conversion of Fab 25 to Flash Memory Device Production. We have begun to convert
Fab 25 from production of microprocessors to production of our Flash memory
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devices. During the pericd of conversion, this asset may not be fully
productive. Further, we cannol be certain thak we will be zble to implement the
procass techonology for this conversion in a timely manner. A substantial delay
in the successiul conversion of Fab 25 could have a material adverse effect on
our business.

Facilitization of DPresden Fab 30. Facilitization of Dresden Fab 30 is expected
to be completed by the end of 2003. During this process, Dresden Fab 30 will not
be fully preoductive. A substantial delay in the facllitization of Dresden Fab 30
could have a materim]l adverse effect on our business.
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Process Technolegy. We make substantial investments in researcﬁ and developrent
of process technologies in an effort to improve the technologies and equipment
used to fabricate our products. Hewever, we cannot be certain that we will be
able tc develcp or cbtain or successfully implement leading-edge process
technologies needed to fabricate fulure generations of our products.

Manufacturing Interruptiops and Yields. Any substantial interruptios of our
manufacturing operations, either as a result of a labor dispute, eguipment
failure or other cause, could materially and adversely affect our business
operations. Further, manufacturing yields may be adversely affected by, among
other things, errers and interruptions in the fabrlcation process, defects in -
raw materials, implamentation of new macnufacturing processes, equipment
performance and process controls.

Product Incompatibility. It 1s possible that our products may not be compatible
with some or all industry-standard software and hardware. Further, we may be
unsuccessful in correécting any such compatibllity problems in a timely manner.
If our custecmers are unable Lo achieve compatibility with seftware or hardware
after our products are shipped in volume, we could be materially and adversely-
affected. In addition, the mere announcement of an incompatibility problem
relating to our products could have a material adverse effect on our business.

Product Defects. It is possible that one or more of our products may be found to
be defective after the product has been shipped to customers in volume. The cost
of a recall, software fix, product replacements and/ocr preduct returns may be
substantial and could have a material and adverse effect on our business. In
addition, medifications needed to fix the defect may impede performance of the
prodact.

Essential Manufacturipg Materials. Certain raw materials we use in the
manufacture of our products are available from a limited number of suppliers,
Interruption of supply or increased demand in the industry could cause shortages
and price increases in .various essential materials, Tf we were upable to procure
certain of these materials, we might have to reduce our manufacturing
opzrations, whick reduction cculd have & material adverse effect on our
business. . '

International Manufacturing and Foundries. Mearly zll product assembly and final
testing of our products are performed at cur manafacturing facilities in Penang,
Malaysia; Bangkok, Thailand; Suzhou, China; and Singapore; or by subcgntractors
in the United Stares and Asia. We alsc depend on foreign foundry suppliers and
joint ventures for the manufacture of a pertion of our finished silicen wafers.
The political and econemic risks associated with foreign manufacturing and the
construction of foreign facilities include political instability, expropriation,
currency contrals and fluctuaticns, changes in freight and interest rates,
disruption in air trangsportation between the United States and our overseas
facilities and loss or modification of exemptions for taxes and tariffs,

_.332‘_

Key Personnel

Qur future success depends upon the continued service of pumerous kKey
engineering, manufacturing, marketing, sales and executive personnel. If we are
not able to continue Lo attrack, retain and motivate qualified personnpel
necessary for our busipess, the progress of our product development programs
could be hindered and our business could be otherwise adversely affected.

Fluctuaéicns in Operating Results

Our operating results are subject to substantial quarterly and anncal
fluctuations due to a veriety of facters, including decreases in unit average
selling prices of our products, general worldwide economic conditions, the gain
or loss of significent customers, market acceptaznce of our products and new
product introductions by us or our competitors, In addition, chaanges in the mix
of products produced and seld in the mix of salag by distribution chapnels, in
the availability and cost of products from our suppliers, or in production
capacity and marufacturing yields can contribute to periodic fluctuations in
operating results, '

Our operating results also tend to vary seasonally. Our revenues are generally
lower in bthe fipst, second and third gquarters of each year than in the fourth

Source: ADVANCED MICRO DEVIC, 10-Q, November 14, 2001
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Advanced Micro Devices, Inc. ,

UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA
SAN JOSE DIVISION

Advanced Micro Devices, Inc., @%%? @%ﬁc N(? @ ﬁ“%%%@ ﬁ%ﬁff )

Applicant, : AMD'S APPLICATION FOR ORDER
DIRECTING INTEL TO PRODUCE
V. DOCUMENTS PURSUANT TO 28
U.S.C, § 1782 FOR USE IN

Intel Corporation, : EUROPEAN COMMISSION, CASE
NO. COMP/C3-37.990 ~ AMD/INTEL
Respondent.

Pursuanf to 28 U.S.C. § 1782, Advanced Micro Devices, Inc. (“AMD")
respectfully applies for an order to Intel Corporation (“Intel”) directing that it produce in
electronic format, the Intel documents produced to Intergraph Corporation in the case of
Intergraph Corporation v. Intel Corporation, CV97-N-3023-NE, United States District
Court for the Northern District of Alabama, Northeast Division (the “Intergraph case’)
and the transcripts of depositions of Intel employees taken in the Intergraph case. AMD
mai(es this application as a party interested in a proceeding before the Eur0pean
Commission, Case No, COMP/C3-37.990 — AMD/Intel.

Jurisdiction

L. The Court has jurisdiction pursuant to 28 U.S.C. § 1331. This

application is made pursuant to 28 U.S.C. § 1782. Venue is proper in this district jaursuant

AMD'S APPLICATION FOR ORDER DIRECTING
INTEL TO PRODUCE DOCUMENTS
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1028 U.S.C. § 1391(b).

Tntradistrict Assignment

2. This application should be assigned to the San Jose Division pursuant
to Civil L.R. 3-2(e).
Parties

3. AMD is a corporation organized under the laws of Delaware with its
principal place of business located in Sunnyvale, California.

4. Intel is a corporation organized under the laws of Delaware with its
principal place of business located in Santa Clara, California.

Buropean Commission Proceeding
5. On October 23, 2000, AMD filed a complaint with the European

- Commission against Intel for engaging in anti-competitive behavior in violation of

Articles 81 and 82 of the EC Treaty. The case is now pending before the European
Commission, Case No. COMP/C3-37.990 — AMD/Intel.

6. AMIY’s complaint alleges that Intel has abused its dominant position |
in the Windows-capable microprocessor market through: (i) granting loyalty rebates and
imposing exclusive purchasing obligations on manufacturers of personal computers and
retailers which have a substantially foreclosing effect on the market; (ii) price
discrimination and refusing to supply necessary components new Intel preducts and
product information to manufacturers as retribution for buying from AMD; and (iif)
entering into standard-setting cartels with other manufacturers to the competitive injury of
firms not allowed timely access to the standard specifications. These practices would
constitute an infringement of Article 81 and/or 82 of the EC Treaty and of Articles 53
and/or 54 of the EEA Agreement. | » '

7. AMD is an interested party in the European Commission proceeding
as the complaining party.

Intel Document Production and Deposition Testimony in Intergraph v. Intel

8. Intel produced documents and provided testimony

AMD'S APPLICATION FOR ORDER DIRECTING
- INTEL TO PRODUCE DOCUMENTS
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in the Intergraph case, a private antitrust action filed by Intergraph against Intel alleging
that Intel had monopolized the Windows-capable microprocessor market and associated
chipsets.

Q. AMD belicves that the documents produced and testimony provided
by.Intel.in the Intergraph case would be highly pertinent to the claims raised by AMD in
its-complaint and would be of great assistance to the European Commission in reaching a
decision on AMD’s claims.

~10. . AMD doesnot have-access to the documents produced and
transcripts of testimony provided in the Intergraph case as such documents and transcripts |
are subject to a pl‘"otective order issued in that action. |

11. It would not be overly burdensome or oppressive for Intel to produce
the documents and transcripts from th;?, Intergraph case to AMD for use in the proceeding
before the European Commission as the documents are readily identifiable and Intel has
gathered and reviex}ved the documents for privilege.

WHEREFORE, AMD prays for an’ order directing Intel Corporation to
produce to AMD the documents Intel produced and transcripts of tesﬁmony provided in
the Intergraph case, for use in the I:;roceeding now pending before the European
Commission, Case No. COMP/C3-37.990 — AMD/Intel, and for such other and further

relief as the Court may deem just and proper.

Dated: September 26, 2001

PATRICK LYNCH
DAVID ], HURWITZ
O'MELV, & MYERS LLP

Ml

Patrick Lynclf/
Attomeys for Advanccd Micro Devices,
Inc.

AMD'S APPLICATION FOR ORDER DIRECTING
3 INTEL TO PRODUCE DOCUMENTS
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Pursuant to Civil L.R. 3-16, the undersigned certifies that as of this date,

other than the named parties, there is no such interest to feport.

Dated: September 26, 2001

PATRICK LYNCH
DAVID I. HURWITZ
O'MELVENY & MYERS LLP

By

Patrick Lynch U o
Attorneys for Advanced Micro Devices,
Inc. '

LA2:575068.2

AMD’S APPLICATION FOR ORDER DIRECTING
4 INTEL TGO PRODUCE DOCUMENTS




IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

CERTIFICATE OF SERVICE

I, W. Harding Drane, Jr., hereby certify that on December 2, 2008, the attached
document was hand delivered to the following persons and was electronically filed with
the Clerk of the Court using CM/ECF which will send notification of such filing(s) to the
following and the document is available for viewing and downloading from CM/ECF:
James L. Holzman
J. Clayton Athey
Prickett, Jones & Elliott, P.A.
1310 King Street

P.O. Box 1328
Wilmington, DE 19899

Jesse A. Finkelstein
Frederick L. Cottrell, 11
Chad M. Shandler

Steven J. Fineman
Richards, Layton & Finger
One Rodney Square

920 North King Street
Wilmington, DE 19801

I hereby certify that on December 2, 2008, I have Electronically Mailed the

documents to the following non-registered participants:

Charles P. Diamond

Linda J. Smith

O’Melveny & Myers LLP

1999 Avenue of the Stars, 7% Floor
Los Angeles, CA 90067
cdiamond@omm.com

Ismith@omm.com

Salem M. Katsh

Laurin B. Grollman

Kasowitz, Benson, Torres & Friedman LLP
1633 Broadway, 22™ Floor

New York, New York 10019
skatsh(@kasowitz.com

lgrollman(@kasowitz.com

Mark A. Samuels
O’Melveny & Myers LLP
400 South Hope Street
Los Angeles, CA 90071
msamuels@omm.com

Daniel A. Small

Cohen, Milstein, Sellers & Toll , P.L.L.C.

255 S. 17" Street

Suite 1307 .
Philadelphia, PA 19103
mhausfeld@cmbht.com
dsmall@cmbht.com
blandau(@cmht.com




Craig C. Corbitt

Judith A. Zahid

Zelle, Hofmann, Voelbel, Mason
& Gette LLP

44 Montgomery Street

Suite 3400

San Francisco, CA 94104

ccorbitt@zelle.com

jzahid@zelle.com

Guido Saveri

R. Alexander Saveri
Saveri & Saveri, Inc.

111 Pine Street, Suite 1700
San Francisco, CA 94111
suido(@saveri.com

rick{@saveri.com

Dated: December 2, 2008

Steve W. Berman

Anthony D. Shapiro

Hagens Berman Sobol Shapiro, LLP
1301 Fifth Avenue, Suite 2900
Seattle, WA 98101
steve@hbsslaw.com
tony(@hbsslaw.com

/s/ W. Harding Drane, Jr.

Richard L. Horwitz (#2246)

W. Harding Drane, Jr. (#1023)

POTTER ANDERSON & CORROON LLP
Hercules Plaza, 6" Floor

1313 N. Market Street

P.O. Box 951

Wilmington, DE 19899-0951

(302) 984-6000
rhorwitz@potteranderson.com
wdrane{@potteranderson.com

Attorneys for Defendants
Intel Corporation and Intel Kabushiki Kasiha




