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in contrast to the above there also have been situations in the past in which our manufacturing facilities were inadequate to meet the demand

for certain of our products Our inability to obtain sufficient manufacturing capacities to meet demand either in our own facilities or through

foundry or similar arrangements with others could have material adverse effect on our business At this time the risk is that we will have

underutilized capacity in Fab 25 in our manufacturing 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 will begin converting Fab 25 to production of our Flash memory devices by the

end of 2001 The speed of the conversion of Fab 25 will depend on the Flash market and general business conditions

Process Technology In order to remain competitive we must make continuing substantial investments in improving our process technologies

In particular we have made and continue to make significant research and development investments in the technologies and equipment used to

fabricate our microprocessor products and our Flash memory devices Portions of these investments might not be filly recovered if we fail to

continue to 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 substantial investment in Dresden Fab 30 We have developed

and installed 0.18-micron process technology and copper interconnect technology in Dresden Fab 30 in order to manufacture AMID Athlon

microprocessors and plan to begin to convert Dresden Fab 30 to 0.13 micron technology in the fourth quarter of 2001 We have entered into

strategic alliance with Motorola to codevelop logic process and embedded Flash technologies The logic process technology which is the

subject of the alliance includes the copper interconnect and silicon on insulator technology that is required for AMID Athlon microprocessors

and subsequent generations of microprocessors The successful development and implementation of silicon on insulator technology is for

example critical to the success of the Hammer family of processors currently under development. We cannot be certain that the strategic

alliance will be successful or that we will be able to develop or obtain the leading-edge process technologies that will be required in Fab 25 or

Dresden Fab 30 to fabricate microprocessors successfully

Manufacturing Interruptions and Yields Any substantial interruption of our manufacturing operations either as result of labor dispute

equipment failure or other cause could materially and adversely affect our business operations We also have been and may in the future be

materially and adversely affected by fluctuations in manufhcturing yields The design and manufacture of lCs is complex process Normal

manufacturing risks include errors and interruptions in the fabrication process and defects in raw materials as well as other risks all of which

can affect yields Additional manufacturing risks incurred in ramping up new fabrication areas and/or new manufacturing processes include

equipment performance and process controls as well as other risks all of which can affect yields

Product Incompatibility Our products may possibly be incompatible with some or all industry-standard software and hardware If our

customers are unable to achieve compatibility with software or hardware after our products are shipped in volume we could be materially and

adversely affected It is also possible that we may be unsuccessful in correcting any such compatibility
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