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Part I. FINANCIAL INFORMATION

Item 1. Financial Statements

Olympic Steel, Inc.

Consolidated Balance Sheets

(in thousands)

As of
June 30, December
2014 31,2013
(unaudited) (audited)
Assets
Cash and cash equivalents $4,705 $3,186
Accounts receivable, net 163,819 115,288

Inventories, net (includes LIFO debit of $3,172 as of June 30, 2014 and $3,572 as of

December 31, 2013) 310,954 286,371

Prepaid expenses and other 9,880 12,786
Total current assets 489,358 417,631
Property and equipment, at cost 366,265 361,368
Accumulated depreciation (181,197) (170,484)
Net property and equipment 185,068 190,884
Goodwill 40,787 40,787
Intangible assets, net 34,091 34,535
Other long-term assets 15,127 13,512
Total assets $764,431 $697,349
Liabilities

Current portion of long-term debt $3,530 $13,090
Accounts payable 147,405 126,012
Accrued payroll 10,822 10,723
Other accrued liabilities 16,757 15,808
Total current liabilities 178,514 165,633
Credit facility revolver 233,783 146,075
Long-term debt - 40,104
Other long-term liabilities 14,301 13,445
Deferred income taxes 31,841 33,476
Total liabilities 458,439 398,733
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Shareholders' Equity

Preferred stock - -
Common stock 125,586 124,118

Accumulated other comprehensive loss (360 ) (437 )
Retained earnings 180,766 174,935
Total shareholders' equity 305,992 298,616
Total liabilities and shareholders' equity $764,431 $697,349

The accompanying notes are an integral part of these consolidated statements.
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Olympic Steel, Inc.

Consolidated Statements of Comprehensive Income

(in thousands, except per share data)

Net sales
Costs and expenses

Cost of materials sold (excludes items shown seperately below)

Warehouse and processing
Administrative and general
Distribution

Selling

Occupancy

Depreciation

Amortization

Total costs and expenses
Operating income

Other income (loss), net

Income before interest and income taxes
Interest and other expense on debt
Income before income taxes
Income tax provision

Net income

Net gain on interest rate hedge
Tax effect on interest rate hedge
Total comprehensive income

Earnings per share:
Net income per share - basic

Weighted average shares outstanding - basic

Net income per share - diluted

Weighted average shares outstanding - diluted

Three months

ended

June 30, June 30,

2014 2013 2014 2013
(unaudited)

Six months ended

$386,047 $330,804 $732,960 $668,868

311,421 261,854 586,888 528,008
23,785 21,559 45,145 42,065
18,146 18,170 37,082 36,319
10,990 8,981 20,846 17,955
6,483 6,371 13,001 12,957

2,426 2,322 5,296 4,921

5,466 5,301 10,921 10,594

222 222 444 444

378,939 324,780 719,623 653,263
7,108 6,024 13,337 15,605

(4 ) (41 ) (2 )y (17

7,104 5,983 13,335 15,588

1,779 1,668 3,532 3,366

5,325 4,315 9,803 12,222

1,831 1,790 3,532 4,533
$3,494 $2,525 $6,271 $7,689
42 208 124 213
(16 ) (80 ) (48 ) (82
$3,520 $2,653 $6,347 $7.,820

$0.32 $0.23 $0.57 $0.70

11,089 11,062 11,089 11,059

$0.32 $0.23 $0.57 $0.69

11,089 11,072 11,090 11,067

)

)
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The accompanying notes are an integral part of these consolidated statements.
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Olympic Steel, Inc.
Consolidated Statements of Cash Flows

For the Six Months Ended June 30,

(in thousands)

Cash flows from (used for) operating activities:

Net income

Adjustments to reconcile net income to net cash from (used for) operating activities -
Depreciation and amortization

Loss on disposition of property and equipment

Stock-based compensation

Insurance recovery receivable

Other long-term assets

Other long-term liabilities

Changes in working capital:

Accounts receivable

Inventories

Prepaid expenses and other

Accounts payable

Change in outstanding checks

Accrued payroll and other accrued liabilities

Net cash from (used for) operating activities

Cash flows from (used for) investing activities:
Capital expenditures

Proceeds from disposition of property and equipment
Net cash used for investing activities

Cash flows from (used for) financing activities:

Credit facility revolver borrowings

Credit facility revolver repayments

Principal payments under capital lease obligations

Term loan repayments

Industrial revenue bond repayments

Credit facility fees and expenses

Proceeds from exercise of stock options (including tax benefits) and employee stock
purchases

2014
(unaudited)
$6,271
12,035
12

1,341
(205 )
(1,244 )
(703 )
17,507
(48,326 )
(24,583 )
2,906
26,704
5,311 )
1,048
(47,562 )
(30,055 )
5,124 )
7

5,117 )
318,336
(230,628)
(48,854 )
(810 )
(1,041 )
127

2013

$7,689

11,710
104

971
(1,787 )
(2,611 )
(816 )
15,260

(28,481 )
41,236
2,682

979

(92 )
2,555
18,879
34,139

3,779 )
8
3,771 )

207,012

(234,567)
(1,407 )
4,375 )
(785 )
A3 )

211
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Dividends paid (439 ) (438 )
Net cash from (used for) financing activities 36,691 (34,352 )
Cash and cash equivalents:

Net change 1,519 (3,984 )
Beginning balance 3,186 7,782
Ending balance $4,705 $3,798

The accompanying notes are an integral part of these consolidated statements.
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Olympic Steel, Inc.
Supplemental Disclosures of Cash Flow Information

For the Six Months Ended June 30,

(in thousands)

2014 2013
(unaudited)

Interest paid $3,015 $2,775
Income taxes paid $2,427 $3,759

The accompanying notes are an integral part of these consolidated statements.

10
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Olympic Steel, Inc.
Notes to Unaudited Consolidated Financial Statements

June 30, 2014

1.  Basis of Presentation:

The accompanying consolidated financial statements have been prepared from the financial records of Olympic Steel,
Inc. and its wholly-owned subsidiaries (collectively, Olympic or the Company), without audit and reflect all normal
and recurring adjustments which are, in the opinion of management, necessary to fairly state the results of the interim
periods covered by this report. Year-to-date results are not necessarily indicative of 2014 annual results and these
financial statements should be read in conjunction with the Company’s Annual Report on Form 10-K for the year
ended December 31, 2013. All significant intercompany transactions and balances have been eliminated in
consolidation.

The Company operates in two reportable segments; flat products and tubular and pipe products. Through its flat
products segment, the Company sells and distributes large volumes of processed carbon, coated, aluminum and
stainless flat-rolled sheet, coil and plate products. Through its tubular and pipe products segment, the Company
distributes metal tubing, pipe, bar, valve and fittings and fabricates pressure parts supplied to various industrial

markets.

Corporate expenses are reported as a separate line item in the segment reporting. Corporate expenses include the
unallocated expenses related to managing the entire Company (i.e., both segments), including payroll expenses for
certain personnel, expenses related to being a publicly traded entity such as board of directors expenses, audit
expenses, and various other professional fees.

2.  Accounts Receivable:

Accounts receivable are presented net of allowances for doubtful accounts and unissued credits of $3.4 million and
$3.2 million as of June 30, 2014 and December 31, 2013, respectively. The allowance for doubtful accounts is
maintained at a level considered appropriate based on historical experience and specific customer collection issues

11
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that have been identified. Estimations are based upon a calculated percentage of accounts receivable, which remains
fairly level from year to year, and judgments about the probable effects of economic conditions on certain customers,
which can fluctuate significantly from year to year. The Company cannot guarantee that the rate of future credit losses
will be similar to past experience. The Company considers all available information when assessing the adequacy of
its allowance for doubtful accounts and unissued credits each quarter.

3. Inventories:

Inventories consisted of the following:

Inventory as of
June 30, December

(in thousands) 2014 31,2013

Unprocessed $234,232 $219,401
Processed and finished 76,722 66,970
Totals $310,954 $286,371

The Company values certain of its tubular and pipe products inventory at the last-in, first-out (LIFO) method. At June
30, 2014 and December 31, 2013, approximately $44.1 million, or 14.2%, of consolidated inventory, and $43.9
million, or 15.3%, of consolidated inventory, respectively, was reported under the LIFO method of accounting. The
cost of the remainder of the tubular and pipe products inventory is determined using a weighted average rolling
first-in, first-out (FIFO) method.

During the second quarter of 2014, $400 thousand of LIFO expense was recorded as the current projections anticipate
increased pricing of inventory for the remainder of the year. In the first quarter of 2013, the Company made an
out-of-period adjustment to record previously unrecognized LIFO adjustments, which resulted in an increase to
after-tax income of $1.2 million. In the second quarter of 2013, the Company recorded $375 thousand of LIFO
income.

If the FIFO method had been in use, inventories would have been $3.2 million lower than reported at June 30, 2014
and $3.6 million lower than reported at December 31, 2013.

12
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4. Intangible Assets:

Intangible assets, net, consisted of the following as of June 30, 2014 and December 31, 2013:

As of June 30, 2014
' Gross. Accumulated Intangible
(in thousands) Carrying .. Assets,
Amortization
Amount Net
Customer relationships - subject to amortization $13,332 $ (2,666 ) $10,666
Trade name - not subject to amortization 23,425 - 23,425

$36,757 $ (2,666 ) $34,091

As of December 31, 2013
' Gross. Accumulated Intangible
(in thousands) Carrying .. Assets,
Amortization
Amount Net
Customer relationships - subject to amortization $13,332 $ (2,222 ) $11,110
Trade name - not subject to amortization 23,425 - 23,425

$36,757 $ (2,222 ) $34,535

The Company estimates that amortization expense for its intangible assets subject to amortization will be $889
thousand for the year ending December 31, 2014 and $889 thousand per year in each of the next five years.

The Company’s debt is comprised of the following components:

As of
December
June 30, 31,
(in thousands) 2014 2013

13
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Asset-based revolving credit facility due June 30, 2019  $233,783 $-

Asset-based revolving credit facility due June 30, 2016 - 146,075
Term loan due June 30, 2016 - 48,854
Industrial revenue bond due April 1, 2018 3,530 4,340
Total debt 237,313 199,269
Less current amount (3,530 ) (13,090 )
Total long-term debt $233,783 $186,179

On June 30, 2014, the Company amended its existing asset-based credit facility (the ABL Credit Facility). The ABL
Credit Facility amendment provides for, among other things: (i) a reduction in the applicable margin for loans under
the Company’s Loan and Security Agreement; (ii) a consolidation of the previous $315.0 million revolver and $44.5
million term loan into a $365 million revolving credit facility; (iii) the removal of the Company’s real estate as
collateral for borrowings; and (iv) the extension of the maturity date until June 30, 2019. Revolver borrowings are
limited to the lesser of a borrowing base, comprised of eligible receivables and inventories, or $365 million in the
aggregate. The ABL Credit Facility matures on June 30, 2019.

The ABL Credit Facility requires the Company to comply with various covenants, the most significant of which
include: (i) until maturity of the ABL Credit Facility, if any commitments or obligations are outstanding and the
Company’s availability is less than the greater of $30 million or 10.0% of the aggregate amount of revolver
commitments ($36.5 million at June 30, 2014) then the Company must maintain a ratio of EBITDA minus certain
capital expenditures and cash taxes paid to fixed charges of at least 1.00 to 1.00 for the most recent twelve fiscal
month period; (ii) limitations on dividend payments; and (iii) restrictions on additional indebtedness. The Company
has the option to borrow under its revolver based on the agent’s base rate plus a premium ranging from 0.00% to
0.25% or the London Interbank Offered Rate (LIBOR) plus a premium ranging from 1.25% to 3.00%.

14
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As of June 30, 2014, the Company was in compliance with its covenants and had approximately $126 million of
availability under the ABL Credit Facility.

As of June 30, 2014, $3.7 million of bank financing fees, including $1.0 million related to the amended ABL Credit
Facility, were included in “Prepaid expenses and other” and “Other long-term assets” on the accompanying Consolidated
Balance Sheets. The financing fees are being amortized over the five-year term of the ABL Credit facility and are
included in “Interest and other expense on debt” on the accompanying Consolidated Statements of Comprehensive
Income.

In June 2012, the Company entered into a forward starting fixed rate interest rate hedge that commenced June 2013, in
order to eliminate the variability of cash interest payments on $53.2 million of then outstanding LIBOR-based
borrowings under the ABL Credit Facility. The hedge matures on June 1, 2016 and the notional amount is reduced
monthly by $729 thousand. The hedged balance as of June 30, 2014 was $44.5 million. The interest rate hedge fixed
the rate at 1.21% plus a premium ranging from 1.75% to 2.25%. Although the Company is exposed to credit loss in
the event of nonperformance by the other parties to the interest rate hedge agreement, the Company anticipates
performance by the counterparties.

As part of the Chicago Tube and Iron Company (CTI) acquisition in July 2011, the Company assumed approximately
$5.9 million of Industrial Revenue Bond (IRB) indebtedness issued through the Stanly County, North Carolina
Industrial Revenue and Pollution Control Authority. The bond matures in April 2018, with the option to provide
principal payments annually on April 1st. On April 1, 2014, the Company paid an optional principal payment of $810
thousand. The IRB is remarketed annually and is included in “Current portion of long-term debt” on the accompanying
Consolidated Balance Sheets. Interest is payable monthly, with a variable rate that resets weekly. As a security for
payment of the bonds, the Company obtained a direct pay letter of credit issued by JPMorgan Chase Bank, N.A. The
letter of credit reduces annually by the principal reduction amount. The interest rate at June 30, 2014 was 0.15% for
the IRB debt.

The Company entered into an interest rate swap agreement to reduce the impact of changes in interest rates on the
above IRB. At June 30, 2014, the effect of the swap agreement on the bond was to fix the rate at 3.46%. The swap
agreement matures in April 2018, and is reduced annually by the amount of the optional principal payments on the
bond. The Company is exposed to credit loss in the event of nonperformance by the other parties to the interest rate
swap agreement. However, the Company does not anticipate nonperformance by the counterparties.

6. Derivative Instruments:

15
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Metals swaps

During 2014 and 2013, the Company entered into nickel swaps indexed to the London Metal Exchange (LME) price
of nickel with third-party brokers. In the first quarter of 2014, the Company entered into carbon swaps indexed to the
New York Mercantile Exchange (NYMEX) price of U.S. Midwest Domestic Hot-Rolled Coil Steel with third-party
brokers. The nickel and carbon swaps are treated as derivatives for accounting purposes. The Company entered into
them to mitigate its customers’ risk of volatility in the price of metals. The outstanding nickel swaps have one to
twenty-three months remaining and the outstanding carbon swaps have one to six months remaining. The swaps are
settled with the brokers at maturity. The economic benefit or loss arising from the changes in fair value of the swaps is
contractually passed through to the customer. The primary risk associated with the metals swaps is the ability of
customers or third-party brokers to honor their agreements with the Company related to derivative instruments. If the
customer or third-party brokers are unable to honor their agreements, the Company’s risk of loss is the fair value of the
metals swaps.

While these derivatives are intended to help the Company manage risk, they have not been designated as hedging
instruments. The periodic changes in fair value of the metals and embedded customer derivative instruments are

included in “Cost of materials sold” in the Consolidated Statements of Comprehensive Income. The Company

recognizes derivative positions with both the customer and the third party for the derivatives and classifies cash
settlement amounts associated with them as part of “Cost of materials sold” in the Consolidated Statements of
Comprehensive Income. The metals swaps are included in “Accounts receivable, net”, and the embedded customer
derivatives are included in “Other accrued liabilities” on the Consolidated Balance Sheets at June 30, 2014. The
embedded customer derivatives were included in “Accounts receivable, net”, and the metals swaps are included in “Other
accrued liabilities” on the Consolidated Balance Sheets at December 31, 2013.

16
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Interest rate swap

CTI entered into an interest rate swap to reduce the impact of changes in interest rates on its IRB. The swap agreement
matures in April 2018, the same time as the IRB, and is reduced annually by the amount of the optional principal
payments on the IRB. The Company is exposed to credit loss in the event of nonperformance by the other parties to
the interest rate swap agreement. However, the Company does not anticipate nonperformance by the counterparties.
The interest rate swap is not treated as a hedge for accounting purposes.

The periodic changes in fair value of the interest rate swap and cash settlement amounts associated with the interest
rate swap are included in “Interest and other expense on debt” in the Consolidated Statements of Comprehensive
Income.

Fixed rate interest rate hedge

In June 2012, the Company entered into a forward starting fixed rate interest rate hedge commencing July 2013 in
order to eliminate the variability of cash interest payments on $53.2 million of then outstanding LIBOR-based
borrowings under the ABL Credit Facility. The hedged balance as of June 30, 2014 was $44.5 million. The hedge
matures on June 1, 2016 and is reduced monthly by $729 thousand. The fixed rate interest rate hedge is accounted for
as a cash flow hedging instrument for accounting purposes.

There was no net impact from the nickel swaps or embedded customer derivative agreements to the Company’s
Consolidated Statements of Comprehensive Income for the three or six months ended June 30, 2014 and 2013. The
table below shows the total impact to the Company’s Consolidated Statements of Comprehensive Income through net
income of the derivatives for the three and six months ended June 30, 2014 and 2013.

Net Gain (Loss) Recognized

11\?/;)(:.1::111(; Three For the Six
Months

S ded June " Ended June 30,
(in thousands) 2014 2013 2014 2013
Interest rate swap (CTI) $(18 ) $(71 ) $@47 ) $(113 )
Fixed interest rate swap (ABL) (121 ) (42 ) (245 ) 42 )
Metals swaps 1,117 938) 1,772 (1,015)
Embedded customer derivatives (1,117) 938 (1,772) 1,015
Total gain (loss) $(139 ) $(113) $(292 ) $(155 )
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7. Fair Value of Financial Instruments:

The Company’s financial instruments include cash and cash equivalents, short-term trade receivables, derivative
instruments, accounts payable and debt instruments. For short-term instruments, other than those required to be
reported at fair value on a recurring basis and for which additional disclosures are included below, management
concluded the historical carrying value is a reasonable estimate of fair value because of the short period of time
between the origination of such instruments and their expected realization.

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Fair value is an exit price concept that assumes an
orderly transaction between willing market participants. Valuation techniques must maximize the use of observable
inputs and minimize the use of unobservable inputs. To measure fair value, the Company applies a fair value
hierarchy that is based on three levels of input, of which the first two are considered observable and the last
unobservable, as follows:

Level 1 — Quoted prices in active markets for identical assets and liabilities.

Level 2 — Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for similar
assets or liabilities; quoted prices that are not active; or other inputs that are observable or can be corroborated by
observable market data for substantially the full term of the assets or liabilities.

Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the fair value
of the assets or liabilities.

10
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During the six months ended June 30, 2014, there were no transfers of financial assets between Levels 1, 2 or 3 fair
value measurements. There have been no changes in the methodologies used June 30, 2014 since December 31, 2013.
Following is a description of the valuation methodologies used for assets and liabilities measured at fair value as of
June 30, 2014 and December 31, 2013:

Metals swaps and embedded customer derivatives — Determined by using Level 2 inputs that include the price of nickel
indexed to the LME and the price of Hot Rolled Coil Steel indexed to the NYMEX. The fair value is determined

based on quoted market prices and reflects the estimated amounts the Company would pay or receive to terminate the
nickel swaps.

Interest rate swaps — Based on the present value of the expected future cash flows, considering the risks involved, and
using discount rates appropriate for the maturity date. Market observable Level 2 inputs are used to determine the
present value of future cash flows.

The following table presents information about the Company’s assets and liabilities that were measured at fair value on
a recurring basis and indicates the fair value hierarchy of the valuation techniques utilized by the Company:

Value of Items Recorded
at Fair Value

As of June 30, 2014

(in thousands) %evizlevel :I;evel Total
Assets:

Metals swaps $- $842 § - $842
Total assets at fair value $- $842 $ - $842
Liabilities:

Embedded customer derivative $- $842 $ - $842
Interest rate swap (CTI) - 232 - 232
Fixed interest rate swap (ABL) - 586 - 586

Total liabilities recorded at fair value $- $1,660 $ $1,660

Value of Items Not Recorded at
Fair Value
As of June 30, 2014

(in thousands) Level 2 Total
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Level Level

1 3
Liabilities:
IRB $3,530 $- $ - $3,530
ABL Credit Facility - 233,783 - 233,783

Total liabilities not recorded at fair value $3,530 $233,783 $ - $237,313

The value of the items not recorded at fair value represent the carrying value of the liabilities.

Value of Items Recorded
at Fair Value

As of December 31, 2013
Levdlevel Level

(in thousands) 1 2 3 Total
Assets:

Embedded customer derivative $- $614 $ - $614
Total assets at fair value $- $614 $ - $614
Liabilities:

Metals swaps $- $614 $ - $614
Interest rate swap (CTI) - 279 - 279
Fixed interest rate swap (ABL) - 710 - 710

Total liabilities recorded at fair value $- $1,603 $ - $1,603

11

20



Edgar Filing: OLYMPIC STEEL INC - Form 10-Q

Value of Items Not Recorded at

Fair Value

As of December 31, 2013
(in thousands) iJevel Level 2 :I;evel Total
Liabilities:
IRB $4,340 $- $ - $4,340
Term loan - 48,854 - 48,854
ABL Credit Facility - 146,075 - 146,075
Total liabilities not recorded at fair value $4,340 $194,929 $ - $199,269

The value of the items not recorded at fair value represent the carrying value of the liabilities.

The fair value of the IRB is determined using Level 1 inputs. The carrying value and the fair value of the IRB that
qualify as financial instruments were $3.5 million at June 30, 2014 and $4.3 million at December 31, 2013.

The fair values of the revolver and term loan are determined using Level 2 inputs. The carrying value of the revolver
was $233.8 million at June 30, 2014. The carrying value of the revolver and the term loan were $146.1 million and
$48.9 million, respectively, at December 31, 2013. The Level 2 fair value of the Company's long-term debt was
estimated using prevailing market interest rates on debt with similar credit worthiness, terms and maturities.

8. Equity Plans:
Stock Options

The following table summarizes stock option activity during the six months ended June 30, 2014:

Weighted Aggregate
Average Intrinsic

Number Weighted Remaining Value

of Average
Options Exercise Contractual (in
Price Term thousands)
Outstanding at December 31, 2013 27,172 $27.40

Granted - -
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Exercised (7,000 ) 12.32

the receipt by the interested stockholder of the benefit of any loans,
advances, guarantees, pledges or other financial benefits provided
by or through the corporation.
In general, Section 203 defines an interested stockholder as an entity or person beneficially owning 15% or more of
the outstanding voting stock of the corporation and any entity or person affiliated with or controlling or controlled by
such entity or person.
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Table of Conten
DESCRIPTION OF DEBT SECURITIES

The following description, together with the additional information we include in any applicable prospectus
supplement, summarizes certain general terms and provisions of the debt securities that we may offer under this
prospectus. When we offer to sell a particular series of debt securities, we will describe the specific terms of the series
in a supplement to this prospectus. We will also indicate in the supplement to what extent the general terms and
provisions described in this prospectus apply to a particular series of debt securities.

We may issue debt securities either separately, or together with, or upon the conversion or exercise of or in exchange
for, other securities described in this prospectus. Debt securities may be our senior, senior subordinated or
subordinated obligations and, unless otherwise specified in a supplement to this prospectus, the debt securities will be
our direct, unsecured obligations and may be issued in one or more series.

The debt securities will be issued under an indenture between us and Wells Fargo Bank, National Association, as
trustee. We have summarized select portions of the indenture below. The summary is not complete. The form of the
indenture has been filed as an exhibit to the registration statement and you should read the indenture for provisions
that may be important to you. In the summary below, we have included references to the section numbers of the
indenture so that you can easily locate these provisions. Capitalized terms used in the summary and not defined herein
have the meanings specified in the indenture.

General

The terms of each series of debt securities will be established by or pursuant to a resolution of our board of directors
and set forth or determined in the manner provided in a resolution of our board of directors, in an officer s certificate or
by a supplemental indenture. (Section 2.2) The particular terms of each series of debt securities will be described in a
prospectus supplement relating to such series (including any pricing supplement or term sheet).

We can issue an unlimited amount of debt securities under the indenture that may be in one or more series with the
same or various maturities, at par, at a premium, or at a discount. (Section 2.1) We will set forth in a prospectus

supplement (including any pricing supplement or term sheet) relating to any series of debt securities being offered, the
aggregate principal amount and the following terms of the debt securities, if applicable:

the title and ranking of the debt securities (including the terms of any subordination provisions);

the price or prices (expressed as a percentage of the principal amount) at which we will sell the debt
securities;

any limit on the aggregate principal amount of the debt securities;

the date or dates on which the principal of the securities of the series is payable;
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the rate or rates (which may be fixed or variable) per annum or the method used to determine the rate or rates
(including any commodity, commodity index, stock exchange index or financial index) at which the debt
securities will bear interest, the date or dates from which interest will accrue, the date or dates on which
interest will commence and be payable and any regular record date for the interest payable on any interest
payment date;

the place or places where principal of, and interest, if any, on the debt securities will be payable (and the
method of such payment), where the securities of such series may be surrendered for registration of transfer
or exchange, and where notices and demands to us in respect of the debt securities may be delivered;

the period or periods within which, the price or prices at which and the terms and conditions upon which we
may redeem the debt securities;

10

Table of Contents 24



Edgar Filing: OLYMPIC STEEL INC - Form 10-Q

Table of Conten

any obligation we have to redeem or purchase the debt securities pursuant to any sinking fund or analogous
provisions or at the option of a holder of debt securities and the period or periods within which, the price or
prices at which and in the terms and conditions upon which securities of the series shall be redeemed or
purchased, in whole or in part, pursuant to such obligation;

the dates on which and the price or prices at which we will repurchase debt securities at the option of the
holders of debt securities and other detailed terms and provisions of these repurchase obligations;

the denominations in which the debt securities will be issued, if other than denominations of $1,000 and any
integral multiple thereof;

whether the debt securities will be issued in the form of certificated debt securities or global debt securities;

the portion of principal amount of the debt securities payable upon declaration of acceleration of the maturity
date, if other than the principal amount;

the currency of denomination of the debt securities, which may be United States Dollars or any foreign
currency, and if such currency of denomination is a composite currency, the agency or organization, if any,
responsible for overseeing such composite currencys;

the designation of the currency, currencies or currency units in which payment of principal of, premium and
interest on the debt securities will be made;

if payments of principal of, premium or interest on the debt securities will be made in one or more currencies
or currency units other than that or those in which the debt securities are denominated, the manner in which
the exchange rate with respect to these payments will be determined;

the manner in which the amounts of payment of principal of, premium, if any, or interest on the
debt securities will be determined, if these amounts may be determined by reference to an index
based on a currency or currencies or by reference to a commodity, commodity index, stock
exchange index or financial index;

any provisions relating to any security provided for the debt securities;

any addition to, deletion of or change in the Events of Default described in this prospectus or in the indenture
with respect to the debt securities and any change in the acceleration provisions described in this prospectus
or in the indenture with respect to the debt securities;
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any addition to, deletion of or change in the covenants described in this prospectus or in the indenture with
respect to the debt securities;

any depositaries, interest rate calculation agents, exchange rate calculation agents or other agents with
respect to the debt securities;

the provisions, if any, relating to conversion or exchange of any debt securities of such series, including if
applicable, the conversion or exchange price and period, provisions as to whether conversion or exchange
will be mandatory, the events requiring an adjustment of the conversion or exchange price and provisions
affecting conversion or exchange;

any other terms of the debt securities, which may supplement, modify or delete any provision of the
indenture as it applies to that series, including any terms that may be required under applicable law or
regulations or advisable in connection with the marketing of the securities; and

whether any of our direct or indirect subsidiaries will guarantee the debt securities of that series, including
the terms of subordination, if any, of such guarantees. (Section 2.2)

We may issue debt securities that provide for an amount less than their stated principal amount to be due and payable
upon declaration of acceleration of their maturity pursuant to the terms of the indenture. We will provide you with
information on the federal income tax considerations and other special considerations applicable to any of these debt
securities in the applicable prospectus supplement.

Table of Contents
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If we denominate the purchase price of any of the debt securities in a foreign currency or currencies or a foreign
currency unit or units, or if the principal of and any premium and interest on any series of debt securities is payable in
a foreign currency or currencies or a foreign currency unit or units, we will provide you with information on the
restrictions, elections, general tax considerations, specific terms and other information with respect to that issue of
debt securities and such foreign currency or currencies or foreign currency unit or units in the applicable prospectus
supplement.

Transfer and Exchange

Each debt security will be represented by either one or more global securities registered in the name of The

Depository Trust Company (the Depositary ) or a nominee of the Depositary (we will refer to any debt security
represented by a global debt security as a book-entry debt security ), or a certificate issued in definitive registered form
(we will refer to any debt security represented by a certificated security as a certificated debt security ) as set forth in
the applicable prospectus supplement. Except as set forth under the heading Global Debt Securities and Book-Entry
System below, book-entry debt securities will not be issuable in certificated form.

Certificated Debt Securities. You may transfer or exchange certificated debt securities at any office we maintain for
this purpose in accordance with the terms of the indenture. (Section 2.4) No service charge will be made for any
transfer or exchange of certificated debt securities, but we may require payment of a sum sufficient to cover any tax or
other governmental charge payable in connection with a transfer or exchange. (Section 2.7)

You may effect the transfer of certificated debt securities and the right to receive the principal of, premium and
interest on certificated debt securities only by surrendering the certificate representing those certificated debt securities
and either reissuance by us or the trustee of the certificate to the new holder or the issuance by us or the trustee of a
new certificate to the new holder.

Global Debt Securities and Book-Entry System. Each global debt security representing book-entry debt securities will
be deposited with, or on behalf of, the Depositary, and registered in the name of the Depositary or a nominee of the
Depositary. Please see  Global Securities.

Covenants

We will set forth in the applicable prospectus supplement any restrictive covenants applicable to any issue of debt
securities. (Article IV)

No Protection in the Event of a Change of Control

Unless we state otherwise in the applicable prospectus supplement, the debt securities will not contain any provisions
which may afford holders of the debt securities protection in the event we have a change in control or in the event of a
highly leveraged transaction (whether or not such transaction results in a change in control) which could adversely
affect holders of debt securities.

Consolidation, Merger and Sale of Assets

We may not consolidate with or merge with or into, or convey, transfer or lease all or substantially all of our
properties and assets to any person (a successor person ) unless:
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we are the surviving corporation or the successor person (if other than AMD) is a corporation organized and
validly existing under the laws of any U.S. domestic jurisdiction and expressly assumes our obligations on
the debt securities and under the indenture; and

immediately after giving effect to the transaction, no Default or Event of Default, shall have occurred and be
continuing.

12
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Notwithstanding the above, any of our subsidiaries may consolidate with, merge into or transfer all or part of its
properties to us. (Section 5.1)

Events of Default

Event of Default means with respect to any series of debt securities, any of the following:

default in the payment of any interest upon any debt security of that series when it becomes due and payable,
and continuance of such default for a period of 30 days (unless the entire amount of the payment is deposited
by us with the trustee or with a paying agent prior to the expiration of the 30-day period);

default in the payment of principal of any security of that series at its maturity;

default in the performance or breach of any other covenant or warranty by us in the indenture (other than a
covenant or warranty that has been included in the indenture solely for the benefit of a series of debt
securities other than that series), which default continues uncured for a period of 60 days after we receive
written notice from the trustee or AMD and the trustee receive written notice from the holders of not less
than 25% in principal amount of the outstanding debt securities of that series as provided in the indenture;

certain voluntary or involuntary events of bankruptcy, insolvency or reorganization of AMD; and

any other Event of Default provided with respect to debt securities of that series that is described in the
applicable prospectus supplement. (Section 6.1)
No Event of Default with respect to a particular series of debt securities (except as to certain events of bankruptcy,
insolvency or reorganization) necessarily constitutes an Event of Default with respect to any other series of debt
securities. (Section 6.1) The occurrence of certain Events of Default or an acceleration under the indenture may
constitute an event of default under certain indebtedness of ours or our subsidiaries outstanding from time to time.

We will provide the trustee written notice of any Default or Event of Default within 30 days of becoming aware of the
occurrence of such Default or Event of Default, which notice will describe in reasonable detail the status of such
Default or Event of Default and what action we are taking or propose to take in respect thereof. (Section 6.1)

If an Event of Default with respect to debt securities of any series at the time outstanding occurs and is continuing,
then the trustee or the holders of not less than 25% in principal amount of the outstanding debt securities of that series
may, by a notice in writing to us (and to the trustee if given by the holders), declare to be due and payable
immediately the principal of (or, if the debt securities of that series are discount securities, that portion of the principal
amount as may be specified in the terms of that series) and accrued and unpaid interest, if any, on all debt securities of
that series. In the case of an Event of Default resulting from certain events of bankruptcy, insolvency or
reorganization, the principal (or such specified amount) of and accrued and unpaid interest, if any, on all outstanding
debt securities will become and be immediately due and payable without any declaration or other act on the part of the
trustee or any holder of outstanding debt securities. At any time after a declaration of acceleration with respect to debt
securities of any series has been made, but before a judgment or decree for payment of the money due has been
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obtained by the trustee, the holders of a majority in principal amount of the outstanding debt securities of that series
may rescind and annul the acceleration if all Events of Default, other than the non-payment of accelerated principal
and interest, if any, with respect to debt securities of that series, have been cured or waived as provided in the
indenture. (Section 6.2) We refer you to the prospectus supplement relating to any series of debt securities that are
discount securities for the particular provisions relating to acceleration of a portion of the principal amount of such
discount securities upon the occurrence of an Event of Default.
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The indenture provides that the trustee may refuse to perform any duty or exercise any of its rights or powers under
the indenture unless the trustee receives indemnity satisfactory to it against any cost, liability or expense which might
be incurred by it in performing such duty or exercising such right or power. (Section 7.1(e)) Subject to certain rights
of the trustee, the holders of a majority in principal amount of the outstanding debt securities of any series will have
the right to direct the time, method and place of conducting any proceeding for any remedy available to the trustee or
exercising any trust or power conferred on the trustee with respect to the debt securities of that series. (Section 6.12)

No holder of any debt security of any series will have any right to institute any proceeding, judicial or otherwise, with
respect to the indenture or for the appointment of a receiver or trustee, or for any remedy under the indenture, unless:

that holder has previously given to the trustee written notice of a continuing Event of Default with respect to
debt securities of that series; and

the holders of not less than 25% in principal amount of the outstanding debt securities of that series have
made written request, and offered indemnity or security satisfactory to the trustee, to the trustee to institute
the proceeding as trustee, and the trustee has not received from the holders of not less than a majority in
principal amount of the outstanding debt securities of that series a direction inconsistent with that request
and has failed to institute the proceeding within 60 days. (Section 6.7)
Notwithstanding any other provision in the indenture, the holder of any debt security will have an absolute and
unconditional right to receive payment of the principal of, premium and any interest on that debt security on or after
the due dates expressed in that debt security and to institute suit for the enforcement of payment. (Section 6.8)

The indenture requires us, within 120 days after the end of our fiscal year, to furnish to the trustee a statement as to
compliance with the indenture. (Section 4.3) If a Default or Event of Default occurs and is continuing with respect to
the securities of any series and if it is known to a responsible officer of the trustee, the trustee shall mail to each
Securityholder of the securities of that series notice of a Default or Event of Default within 90 days after it occurs or,
if later, after a responsible officer of the trustee has knowledge of such Default or Event of Default. The indenture
provides that the trustee may withhold notice to the holders of debt securities of any series of any Default or Event of
Default (except in payment on any debt securities of that series) with respect to debt securities of that series if the
trustee determines in good faith that withholding notice is in the interest of the holders of those debt

securities. (Section 7.5)

Modification and Waiver

We and the trustee may modify, amend or supplement the indenture or the debt securities of any series without the
consent of any holder of any debt security:

to cure any ambiguity, defect or inconsistency;

to comply with covenants in the indenture described above under the heading Consolidation, Merger and
Sale of Assets ;
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to provide for uncertificated securities in addition to or in place of certificated securities;

to add guarantees with respect to debt securities of any series or secure debt securities of any series;

to surrender any of our rights or powers under the indenture;

to add covenants or events of default for the benefit of the holders of debt securities of any series;

to comply with the applicable procedures of the applicable depositary;

to make any change that does not adversely affect the rights of any holder of debt securities;

14
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to provide for the issuance of and establish the form and terms and conditions of debt securities of any series
as permitted by the indenture;

to effect the appointment of a successor trustee with respect to the debt securities of any series and to add to
or change any of the provisions of the indenture to provide for or facilitate administration by more than one
trustee; or

to comply with requirements of the SEC in order to effect or maintain the qualification of the indenture
under the Trust Indenture Act. (Section 9.1)
We may also modify and amend the indenture with the consent of the holders of at least a majority in principal
amount of the outstanding debt securities of each series affected by the modifications or amendments. We may not
make any modification or amendment without the consent of the holders of each affected debt security then
outstanding if that amendment will:

reduce the amount of debt securities whose holders must consent to an amendment, supplement or waiver;

reduce the rate of or extend the time for payment of interest (including default interest) on any debt security;

reduce the principal of or premium on or change the fixed maturity of any debt security or reduce the amount
of, or postpone the date fixed for, the payment of any sinking fund or analogous obligation with respect to
any series of debt securities;

reduce the principal amount of discount securities payable upon acceleration of maturity;

waive a default in the payment of the principal of, premium or interest on any debt security
(except a rescission of acceleration of the debt securities of any series by the holders of at least a
majority in aggregate principal amount of the then outstanding debt securities of that series and a
waiver of the payment default that resulted from such acceleration);

make the principal of or premium or interest on any debt security payable in currency other than that stated
in the debt security;

make any change to certain provisions of the indenture relating to, among other things, the right of
holders of debt securities to receive payment of the principal of, premium and interest on those
debt securities and to institute suit for the enforcement of any such payment and to waivers or
amendments; or
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waive a redemption payment with respect to any debt security. (Section 9.3)
Except for certain specified provisions, the holders of at least a majority in principal amount of the outstanding debt
securities of any series may on behalf of the holders of all debt securities of that series waive our compliance with
provisions of the indenture. (Section 9.2) The holders of a majority in principal amount of the outstanding debt
securities of any series may on behalf of the holders of all the debt securities of such series waive any past default
under the indenture with respect to that series and its consequences, except a default in the payment of the principal
of, premium or any interest on any debt security of that series; provided, however, that the holders of a majority in
principal amount of the outstanding debt securities of any series may rescind an acceleration and its consequences,
including any related payment default that resulted from the acceleration. (Section 6.13)

Defeasance of Debt Securities and Certain Covenants in Certain Circumstances

Legal Defeasance. The indenture provides that, unless otherwise provided by the terms of the applicable series of debt
securities, we may be discharged from any and all obligations in respect of the debt securities of any series (subject to

certain exceptions). We will be so discharged upon the irrevocable deposit with the trustee,
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in trust, of money and/or U.S. government obligations or, in the case of debt securities denominated in a single
currency other than U.S. Dollars, government obligations of the government that issued or caused to be issued such
currency, that, through the payment of interest and principal in accordance with their terms, will provide money or
U.S. government obligations in an amount sufficient in the opinion of a nationally recognized firm of independent
public accountants or investment bank to pay and discharge each installment of principal, premium and interest on and
any mandatory sinking fund payments in respect of the debt securities of that series on the stated maturity of those
payments in accordance with the terms of the indenture and those debt securities.

This discharge may occur only if, among other things, we have delivered to the trustee an opinion of counsel stating
that we have received from, or there has been published by, the United States Internal Revenue Service a ruling or,
since the date of execution of the indenture, there has been a change in the applicable United States federal income tax
law, in either case to the effect that, and based thereon such opinion shall confirm that, the holders of the debt
securities of that series will not recognize income, gain or loss for United States federal income tax purposes as a
result of the deposit, defeasance and discharge and will be subject to United States federal income tax on the same
amounts and in the same manner and at the same times as would have been the case if the deposit, defeasance and
discharge had not occurred. (Section 8.3)

Defeasance of Certain Covenants. The indenture provides that, unless otherwise provided by the terms of the
applicable series of debt securities, upon compliance with certain conditions:

we may omit to comply with the covenant described under the heading Consolidation, Merger and Sale of
Assets and certain other covenants set forth in the indenture, as well as any additional covenants which may
be set forth in the applicable prospectus supplement; and

any omission to comply with those covenants will not constitute a Default or an Event of Default with
respect to the debt securities of that series ( covenant defeasance ).
The conditions include:

depositing with the trustee money and/or U.S. government obligations or, in the case of debt securities
denominated in a single currency other than U.S. Dollars, government obligations of the government that
issued or caused to be issued such currency, that, through the payment of interest and principal in accordance
with their terms, will provide money in an amount sufficient in the opinion of a nationally recognized firm of
independent public accountants or investment bank to pay and discharge each installment of principal of,
premium and interest on and any mandatory sinking fund payments in respect of the debt securities of that
series on the stated maturity of those payments in accordance with the terms of the indenture and those debt
securities; and

delivering to the trustee an opinion of counsel to the effect that we have received from, or there has been
published by, the United States Internal Revenue Service a ruling or, since the date of execution of the
indenture, there has been a change in the applicable United States federal income tax law, in either case to
the effect that, and based thereon such opinion shall confirm that, the holders of the debt securities of that
series will not recognize income, gain or loss for United States federal income tax purposes as a result of the
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deposit and related covenant defeasance and will be subject to United States federal income tax on the same
amounts and in the same manner and at the same times as would have been the case if the deposit and related
covenant defeasance had not occurred. (Section 8.4)

No Personal Liability of Directors, Officers, Employees or Stockholders

None of our past, present or future directors, officers, employees or stockholders, as such, will have any liability for
any of our obligations under the debt securities or the indenture or for any claim based on, or in respect or by reason
of, such obligations or their creation. By accepting a debt security, each holder waives and releases all such

liability. This waiver and release is part of the consideration for the issue of the debt securities. However, this waiver
and release may not be effective to waive liabilities under U.S. federal securities laws, and it is the view of the SEC
that such a waiver is against public policy.

16

Table of Contents 36



Edgar Filing: OLYMPIC STEEL INC - Form 10-Q

Table of Conten
Governing Law

The indenture and the debt securities, including any claim or controversy arising out of or relating to the indenture or
the securities, will be governed by the laws of the State of New York.

The indenture will provide that we, the trustee and the holders of the debt securities (by their acceptance of the debt
securities) irrevocably waive, to the fullest extent permitted by applicable law, any and all right to trial by jury in any
legal proceeding arising out of or relating to the indenture, the debt securities or the transactions contemplated
thereby.

The indenture will provide that any legal suit, action or proceeding arising out of or based upon the indenture or the
transactions contemplated thereby may be instituted in the federal courts of the United States of America located in
the City of New York or the courts of the State of New York in each case located in the City of New York, and we,
the trustee and the holder of the debt securities (by their acceptance of the debt securities) irrevocably submit to the
non-exclusive jurisdiction of such courts in any such suit, action or proceeding. The indenture will further provide that
service of any process, summons, notice or document by mail (to the extent allowed under any applicable statute or
rule of court) to such party s address set forth in the indenture will be effective service of process for any suit, action or
other proceeding brought in any such court. The indenture will further provide that we, the trustee and the holders of
the debt securities (by their acceptance of the debt securities) irrevocably and unconditionally waive any objection to
the laying of venue of any suit, action or other proceeding in the courts specified above and irrevocably and
unconditionally waive and agree not to plead or claim any such suit, action or other proceeding has been brought in an
inconvenient forum. (Section 10.10)
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DESCRIPTION OF OTHER SECURITIES

We will set forth in the applicable prospectus supplement a description of any warrants, purchase contracts or units
issued by us that may be offered and sold pursuant to this prospectus.
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GLOBAL SECURITIES
Book-Entry, Delivery and Form

Unless we indicate differently in a prospectus supplement, the securities initially will be issued in book-entry form
and represented by one or more global notes or global securities, or, collectively, global securities. The global
securities will be deposited with, or on behalf of, The Depository Trust Company, New York, New York, as
depositary, or DTC, and registered in the name of Cede & Co., the nominee of DTC. Unless and until it is exchanged
for individual certificates evidencing securities under the limited circumstances described below, a global security
may not be transferred except as a whole by the depositary to its nominee or by the nominee to the depositary, or by
the depositary or its nominee to a successor depositary or to a nominee of the successor depositary.

DTC has advised us that it is:

a limited-purpose trust company organized under the New York Banking Law;

a banking organization within the meaning of the New York Banking Law;

a member of the Federal Reserve System;

a clearing corporation within the meaning of the New York Uniform Commercial Code; and

a clearing agency registered pursuant to the provisions of Section 17A of the Exchange Act.
DTC holds securities that its participants deposit with DTC. DTC also facilitates the settlement among its participants
of securities transactions, such as transfers and pledges, in deposited securities through electronic computerized
book-entry changes in participants accounts, thereby eliminating the need for physical movement of securities
certificates. Direct participants in DTC include securities brokers and dealers, including underwriters, banks, trust
companies, clearing corporations and other organizations. DTC is a wholly-owned subsidiary of The Depository Trust
& Clearing Corporation ( DTCC ). DTCC is the holding company for DTC, National Securities Clearing Corporation
and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users of
its regulated subsidiaries. Access to the DTC system is also available to others, which we sometimes refer to as
indirect participants, that clear through or maintain a custodial relationship with a direct participant, either directly or
indirectly. The rules applicable to DTC and its participants are on file with the SEC.

Purchases of securities under the DTC system must be made by or through direct participants, which will receive a
credit for the securities on DTC s records. The ownership interest of the actual purchaser of a security, which we
sometimes refer to as a beneficial owner, is in turn recorded on the direct and indirect participants records. Beneficial
owners of securities will not receive written confirmation from DTC of their purchases. However, beneficial owners
are expected to receive written confirmations providing details of their transactions, as well as periodic statements of
their holdings, from the direct or indirect participants through which they purchased securities. Transfers of ownership
interests in global securities are to be accomplished by entries made on the books of participants acting on behalf of
beneficial owners. Beneficial owners will not receive certificates representing their ownership interests in the global
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securities, except under the limited circumstances described below.

To facilitate subsequent transfers, all global securities deposited by direct participants with DTC will be registered in
the name of DTC s partnership nominee, Cede & Co., or such other name as may be requested by an authorized
representative of DTC. The deposit of securities with DTC and their registration in the name of Cede & Co. or such
other nominee will not change the beneficial ownership of the securities. DTC has no knowledge of the actual
beneficial owners of the securities. DTC s records reflect only the identity of the direct participants to whose accounts
the securities are credited, which may or may not be the beneficial owners. The participants are responsible for
keeping account of their holdings on behalf of their customers.
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So long as the securities are in book-entry form, you will receive payments and may transfer securities only through
the facilities of the depositary and its direct and indirect participants. We will maintain an office or agency in the
location specified in the prospectus supplement for the applicable securities, where notices and demands in respect of
the securities and the indenture may be delivered to us and where certificated securities may be surrendered for
payment, registration of transfer or exchange.

Conveyance of notices and other communications by DTC to direct participants, by direct participants to indirect
participants and by direct participants and indirect participants to beneficial owners will be governed by arrangements
among them, subject to any legal requirements in effect from time to time.

Redemption notices will be sent to DTC. If less than all of the securities of a particular series are being redeemed,
DTC s practice is to determine by lot the amount of the interest of each direct participant in the securities of such series
to be redeemed.

Neither DTC nor Cede & Co. (or such other DTC nominee) will consent or vote with respect to the securities. Under
its usual procedures, DTC will mail an omnibus proxy to us as soon as possible after the record date. The omnibus
proxy assigns the consenting or voting rights of Cede & Co. to those direct participants to whose accounts the
securities of such series are credited on the record date, identified in a listing attached to the omnibus proxy.

So long as securities are in book-entry form, we will make payments on those securities to the depositary or its
nominee, as the registered owner of such securities, by wire transfer of immediately available funds. If securities are
issued in definitive certificated form under the limited circumstances described below, we will have the option of
making payments by check mailed to the addresses of the persons entitled to payment or by wire transfer to bank
accounts in the United States designated in writing to the applicable trustee or other designated party at least 15 days
before the applicable payment date by the persons entitled to payment, unless a shorter period is satisfactory to the
applicable trustee or other designated party.

Redemption proceeds, distributions and dividend payments on the securities will be made to Cede & Co., or such
other nominee as may be requested by an authorized representative of DTC. DTC s practice is to credit direct
participants accounts upon DTC s receipt of funds and corresponding detail information from us on the payment date
in accordance with their respective holdings shown on DTC records. Payments by participants to beneficial owners
will be governed by standing instructions and customary practices, as is the case with securities held for the account of
customers in bearer form or registered in street name. Those payments will be the responsibility of participants and
not of DTC, the trustee, or us, subject to any statutory or regulatory requirements in effect from time to time. Payment
of redemption proceeds, distributions and dividend payments to Cede & Co., or such other nominee as may be
requested by an authorized representative of DTC, is our responsibility, disbursement of payments to direct
participants is the responsibility of DTC, and disbursement of payments to the beneficial owners is the responsibility
of direct and indirect participants.

Except under the limited circumstances described below, purchasers of securities will not be entitled to have securities
registered in their names and will not receive physical delivery of securities. Accordingly, each beneficial owner must

rely on the procedures of DTC and its participants to exercise any rights under the securities and the indenture.

The laws of some jurisdictions may require that some purchasers of securities take physical delivery of securities in
definitive form. Those laws may impair the ability to transfer or pledge beneficial interests in securities.

DTC may discontinue providing its services as securities depositary with respect to the securities at any time by
giving reasonable notice to us. Under such circumstances, in the event that a successor depositary is not obtained,
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As noted above, beneficial owners of a particular series of securities generally will not receive certificates
representing their ownership interests in those securities. However, if:

DTC notifies us that it is unwilling or unable to continue as a depositary for the global security or securities
representing such series of securities or if DTC ceases to be a clearing agency registered under the Exchange
Act at a time when it is required to be registered and a successor depositary is not appointed within 90 days
of the notification to us or of our becoming aware of DTC s ceasing to be so registered, as the case may be;

we determine, in our sole discretion, not to have such securities represented by one or more global securities;
or

an Event of Default has occurred and is continuing with respect to such series of securities,
we will prepare and deliver certificates for such securities in exchange for beneficial interests in the global
securities. Any beneficial interest in a global security that is exchangeable under the circumstances described in the
preceding sentence will be exchangeable for securities in definitive certificated form registered in the names that the
depositary directs. It is expected that these directions will be based upon directions received by the depositary from its
participants with respect to ownership of beneficial interests in the global securities.

We have obtained the information in this section and elsewhere in this prospectus concerning DTC and DTC s
book-entry system from sources that are believed to be reliable, but we take no responsibility for the accuracy of this
information.
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PLAN OF DISTRIBUTION

We may sell the offered securities from time to time:

through underwriters or dealers;

through agents;

directly to one or more purchasers; or

through a combination of any of these methods of sale.

We will identify the specific plan of distribution, including any underwriters, dealers, agents or direct purchasers and

their compensation in the applicable prospectus supplement.
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LEGAL MATTERS

Latham & Watkins LLP will pass upon certain legal matters relating to the issuance and sale of the securities offered
hereby on behalf of Advanced Micro Devices, Inc. Additional legal matters may be passed upon for us or any
underwriters, dealers or agents, by counsel that we will name in the applicable prospectus supplement.

EXPERTS

The consolidated financial statements of Advanced Micro Devices, Inc. appearing in Advanced Micro Devices, Inc. s
Annual Report (Form 10-K) for the year ended December 26, 2015 including schedules appearing therein, and the
effectiveness of Advanced Micro Devices, Inc. s internal control over financial reporting as of December 26, 2015,
have been audited by Ernst & Young LLP, independent registered public accounting firm, as set forth in their reports
thereon, included therein, and incorporated herein by reference. Such consolidated financial statements are, and
audited consolidated financial statements to be included in subsequently filed documents will be, incorporated herein
in reliance upon the reports of Ernst & Young LLP pertaining to such consolidated financial statements and the
effectiveness of our internal control over financial reporting as of the respective dates (to the extent covered by
consents filed with the Securities and Exchange Commission) given on the authority of such firm as experts in
accounting and auditing.
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