	






AMD and Fujitsu Are in Talks To Broaden Flash Partnership 
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Abstract:
AMD recently estimated, in filings with the Securities and Exchange Commission, that it will cost about $2.2 billion to fully outfit production plants of the current flash venture in Japan. It also disclosed that Fujitsu contends AMD owes Fujitsu $125 million in connection with a financing obligation associated with a factory in Gresham, Ore., that Fujitsu is closing. AMD said it disagrees with Fujitsu as to the amount, if any, of the obligation.
Advanced Micro Devices Inc. and Fujitsu Ltd. are in talks that could broaden their partnership in flash memory, a variety of data storage that is widely used in cellular phones and portable computing products.

People familiar with the matter said one option under consideration is for AMD to take a lead role in an independent company that would market as well as manufacture flash chips. AMD, Sunnyvale, Calif., and Fujitsu already have a joint venture in Japan that manufactures flash products, but the output from its factories are sold by the companies separately.

AMD also manufactures chips at a factory in Austin, Texas, that aren't part of the current partnership but could be included in a broader venture, these people said.

The Financial Times reported the two companies are in talks that could create a company with about $3 billion in annual sales, and would be 60% owned by AMD. Spokesmen for AMD and Fujitsu confirmed they are in negotiations, but they wouldn't discuss any details, and stressed that no agreement had been reached.

"We are exploring various options," said Robert Pomeroy, a Fujitsu spokesman. "But nothing has been decided." Morris Denton, of AMD, added: "We are always looking at the relationships we have with partners to gain additional value. The relationship with Fujitsu is no different."

The two companies compete with Intel Corp., the No. 1 maker of flash memory. Both have been stepping up efforts to reduce the crushing costs associated with setting up manufacturing plants.

Fujitsu, like some other Japanese manufacturers, has been withdrawing from some commodity sectors of the chip business. AMD has been suffering from fierce competition with Intel in the microprocessor business, but has enjoyed a slight rebound in the flash-memory business lately.
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