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T~anks, rick

~at_oe~cen! of a PC’s va|ue _~at retail1 has biter’s nrn~-,~mD~s captured ove~ time
~n~l ~ ~p~r ~ as a ~nt.~ a~ge ~ ~.~u~ ~)
11.8% ¯ 1~ (m ~). ~ ~ ~ ~ m ~=~ =~ ~e~ll ~ pn~ ~_~

~e~F,~p ~ ~ ~ys~m ~s, ~v~. ~ o~ ~ revenue ~
~p~ mm~t (~ ~) edd~l shem of ~ ~ PC vmue ~ selkng ~se

With pressures on OE~M’s to buil.d chea=.l~, machines and intld’s dominant sha~e, in the micropr.ocesso.r .market (82% unit
share in 1996 compared to 67% ,n 19g0), it appears that the Intol’s average nvcroprocessor pnce ano snare of the total
PC vatue w,I continue to increase. Case in point - in February 1997, Intei announcecl one of its smalleSt annual pnce cuts
~n me last ten years.

Intel’= revenue concentration in microprocessors has increased from 48% of revenues in 1990 to 74% in 1996. Revenue
breskOown for the fourth quarter of 1996 ~oltows:

Macropro=essors $4,830. 75.0%
Chip sets 350 5.4%
Network prodt~(s 250 3.9%
EPROMS 200 3-1%

Total revenues $6,440 100%
Free cesh flow over the last �ounle of yearn
($’S m mil~ns)

9 Monks ended

Net Operating Cash Fk)w (’)$2,801 $2,981 S4,026 $5,486

Free Cash Row (~ $~6B S540 S4"T6 <~420> S3~52

The significant increase in free cash flow in 1996 stems from:
1. Sotid e~mings pe~ (28% revenue g ...mvvlh, 47% ea~nk’~3s growth)
2.. Increased clepmciabon an~fJat PP&E expenditures �ompare~l to prior year
3. Improve¢t working cap,el management (Invento~ decreased, rece~rables rematned relatively fiat)
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* NO~F = net inuome +i- (non ~h .~djusb’nents) ÷/~ (chan~ in Shp. rt te~n asset~ and I~abilitJe~]
** Free CaSh Itow = NOCF less add~on$ ~ property, plant and equipment (PP&E)
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