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Approximate date of commencement of the proposed sale to the public:

As soon as practicable after this Registration Statement becomes effective.

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, check the following box.  ¨

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.  ¨

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.  ¨

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer ¨
Non-accelerated filer x  (Do not check if a smaller reporting company) Smaller reporting company ¨

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until the Registration Statement shall become effective on such date as the
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this preliminary prospectus is not complete and may be changed. These securities may not be sold until the
registration statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell
nor does it seek an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

PRELIMINARY PROSPECTUS

Subject to Completion, dated October 28, 2010.

6,750,000 Shares

Common Stock

We are offering 6,750,000 shares of our common stock.

Our common stock is traded on the New York Stock Exchange under the symbol �CODE.� On October 27, 2010, the last reported sale price of our
common stock was $18.54 per share.

Concurrently with this offering, Spansion LLC, our indirect wholly-owned subsidiary, intends to issue $200 million aggregate principal amount
of unsecured notes in a private placement. The consummation of the private placement of the notes and the offering of common stock hereby
will not be contingent upon the completion of the other.

See �Risk Factors� on page 10 to read about factors you should consider before buying shares of our common stock.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

Per Share Total
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Public Offering Price $ $
Underwriting Discounts and Commissions $ $
Proceeds, Before Expenses, to Spansion $ $

To the extent that the underwriters sell more than 6,750,000 shares of common stock, the underwriters have the option to purchase up to an
additional 1,012,500 shares from us at the public offering price less the underwriting discount.

The underwriters expect to deliver the shares on or about                     , 2010.

Joint-Lead and Joint Bookrunning Managers

Morgan Stanley Barclays Capital

Gleacher & Company Needham & Company, LLC Pacific Crest Securities ThinkEquity LLC

Prospectus dated                     , 2010.
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PROSPECTUS SUMMARY

This summary highlights information contained in greater detail elsewhere in this prospectus. This summary may not contain all the information
that you should consider before investing in our common stock. You should read the entire prospectus carefully, including �Risk Factors�
beginning on page 10 and our consolidated financial statements and related notes included elsewhere in this prospectus, before making an
investment decision. Unless otherwise indicated, the terms �Spansion,� �we,� �us� and �our� refer to Spansion Inc. and its subsidiaries.

Overview

We are a leading designer, manufacturer and developer of Flash memory semiconductors. We are focused on the embedded Flash market
providing our software solutions to more than 4,000 customers worldwide. Our Flash memory products primarily store data and software code
for microprocessors, controllers and other programmable semiconductors which run applications in a broad range of electronics systems. These
electronic systems include computing and communications, automotive and industrial, consumer and gaming, wireless and machine-to-machine,
or M2M, devices. In addition to Flash memory products, we assist our customers in developing and prototyping their designs by providing
software and hardware development tools, drivers and simulation models for system-level integration.

Our Flash memory solutions are incorporated in products from leading original equipment manufacturers, or OEMs, including Huawei
Technologies Co., Ltd., Harman/Becker Automotive Systems GmbH, Motorola, Inc., LG Electronics, Technicolor S.A., Continental AG, Pace
plc, The Bosch Group, Alpine Electronics of America, Inc., ZTE Corporation, Panasonic Corporation of North America, Sagem
Télécommunications, Sharp Electronics Corporation, Pioneer Electronics (USA) Inc., and Future Designs, Inc. Our products are designed to
address various voltages, interfaces and memory densities for a wide range of specific applications and customer platforms. The majority of our
new product designs are based on our proprietary two-bit-per-cell MirrorBit technology which has a simpler cell architecture requiring fewer
manufacturing steps, supporting higher yields and lower costs as compared to competing floating gate NOR Flash technology. As of June 27,
2010, we held over 2,300 patents.

For fiscal 2009, our total net sales were approximately $1.4 billion as compared with total net sales of approximately $2.3 billion for fiscal 2008.
For the six months ended June 27, 2010, our total net sales were approximately $533.0 million. According to market research firm iSuppli, in
2009, we were responsible for 31.2 percent of all NOR Flash memory sales, making us the second largest supplier of NOR Flash memory in the
world.

Our Addressable Market

The Flash memory market can be divided into two major categories based on application: the integrated category, which includes wireless and
embedded applications, and the removable storage category, which includes Flash memory cards and USB drives. Within the integrated
category, we refer to portable, battery-powered communications applications as �wireless� and all other applications, such as consumer,
telecommunications, automotive and industrial electronics, as �embedded.� We have focused historically on the integrated category of the Flash
memory market, including wireless and embedded applications. In early 2009, we narrowed our strategic focus to the embedded portion of the
Flash memory market and intend to continue to selectively engage in portions of the wireless market where we believe we can do so
advantageously. The embedded Flash memory market is characterized by long design and life cycles, low capital and technology investments,
stable average selling prices, or ASPs, and fragmented competition with multiple suppliers.

In addition to our focus on our traditional embedded NOR Flash memory applications, we plan to expand our presence in growing portions of
the embedded Flash memory market, including embedded NOR and

1

Edgar Filing: Spansion Inc. - Form S-1/A

Table of Contents 8



Table of Contents

embedded NAND. We believe our proprietary MirrorBit technology, licensing partners, customer relationships and broad product portfolio will
enable us to extend our leadership in the attractive embedded Flash memory markets.

Competitive Advantages

� Focus on Embedded Flash Products. We focus on the embedded portion of the Flash memory market. In order to service this
market, we leverage our broad product set and software programmability to provide a diverse range of application-specific solutions.
We believe that our focus on the embedded Flash market and our superior customer service distinguishes us from our competitors
who generate a large portion of their sales from other markets, such as mobile handsets and PCs.

� Customer-Centric, Application Focused Go-To-Market Strategy. We focus on application-specific solutions for our customers�
embedded Flash requirements. Our field application engineers, or FAEs, are located in close proximity to our customers� design
centers across the globe. This enables us to better support our customers by enhancing our ability to anticipate customer needs and
industry trends which we believe will allow us to gain market share. We believe that this application and design-win focused
approach enables a deeper relationship with our customers and strengthens our position in their product lifecycles.

� Application-Specific Customizable Software. In addition to our advanced hardware technology, we provide customized, application
specific software to our customers. Specifically, we supply customers the necessary software and hardware development tools,
drivers and simulation models for system-level integration. We believe our focused software service strategy contributes to our
success with OEMs.

� Leading-Edge Technology Platform. Our proprietary MirrorBit technology drives our lower cost, high performance product
platform. MirrorBit technology is simpler, has a lower manufacturing cost and can store more data than traditional floating gate
technology. We believe leveraging our MirrorBit technology will help us retain and enhance our market position from entry-level to
high-end applications.

� Process Technology Leverage. Our MirrorBit technology provides enhanced geometric scalability when shifting to smaller process
nodes in comparison to floating gate technology as it has a simpler cell architecture requiring fewer manufacturing steps and
supporting higher yields. We invested over $1.2 billion in R&D between 2006 and 2008 primarily on the development of
next-generation process technologies. We have 65-nanometer products in production which currently represent only a small portion
of our revenues. With the majority of our customers presently using 110- and 90-nanometer technologies, we anticipate migrating
customers to 65- and 4x-nanometer and then eventually to 3x-nanometer technology over the next several years.

� Broad Product Portfolio. Our products and solutions deliver a combination of high performance and competitive cost for a wide
range of customer platforms and applications. These product offerings support various voltages, interfaces and memory densities,
enabling us to pursue diverse embedded Flash end markets which have differing density and performance requirements.

Our Strategy

Our principal objective is to be the leading global supplier of embedded Flash memory products and solutions. We plan to achieve this objective
by aggressively pursuing the following strategies:

� Regain Embedded Flash Market Share. We intend to continue to focus on regaining market share that we lost due to the negative
impact of our reorganization under Chapter 11 of the U.S. Bankruptcy
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Code, or the Chapter 11 Cases. We have already begun to regain lost market share and we plan to continue regaining market share by
securing new design-wins and by further deepening our relationships with our key end-customers and distribution partners through
our application specific solutions, our superior customer service and continued investment in our FAEs.

� Continue Product Innovation and New Market Expansion. We aim to expand our products and solutions by selectively targeting
embedded Flash applications within our target markets. We plan to achieve this by developing and bringing to market products that
allow us to offer higher densities and faster performance. We also intend to increase our presence in high growth emerging markets
such as China and India. Further, we intend to evaluate and potentially make acquisitions of technologies and products that we can
integrate into our solutions in order to broaden our product portfolio functionality and accelerate growth and entry into new markets.

� Expand Addressable Market with Embedded Flash Products. We will continue to seek opportunities to develop and commercialize
memory solutions based on our MirrorBit technology, our software and other design capabilities. We believe that our proprietary
charge-trapping NAND solution is more scalable, has a simpler cell structure and offers superior performance, faster read and faster
programming speeds when compared to traditional floating gate NAND Flash solutions. Our strategy is to bring our high reliability
Flash solutions to support the low-density single-level cell NAND Flash market by leveraging our relationships with our partners and
customers.

� Flexible, Scalable and Cost-efficient Manufacturing Strategy. As part of our restructuring efforts, we substantially reduced our
overall manufacturing footprint. We plan to maintain our low capital intensive model by outsourcing a significant amount of
manufacturing activity to our foundry partners while focusing our internal captive manufacturing capacity on products and solutions
that differentiate us in terms of process technologies, product features, quality and cost. We believe that a flexible, highly scalable
and low-cost operating model will enable us to respond to rapidly changing product mix and market demand.

� License our Intellectual Property. We intend to evaluate potential licensing arrangements with semiconductor designers and
manufacturers who may integrate our MirrorBit technology into their future products and solutions. We also intend to license our
process technology to third party manufacturers to help increase our external manufacturing capacity.

Chapter 11 Cases

On March 1, 2009, we filed a voluntary petition for relief under the Chapter 11 Cases as part of our substantial reorganization of the company to
better align our operations with the business environment. The key components of this reorganization were: revamping our management team;
streamlining our operations; focusing on embedded Flash memory solutions and implementing a flexible manufacturing strategy. On April 16,
2010, the U.S. Bankruptcy Court confirmed our Plan of Reorganization and on May 10, 2010, we emerged from the Chapter 11 Cases. For more
information regarding the Chapter 11 Cases and our Plan of Reorganization, see �Management�s Discussion and Analysis of Financial Condition
and Results of Operations� elsewhere in this prospectus.

Risks Affecting Us

Our business is subject to numerous risks, which are highlighted in the section entitled �Risk Factors.� These risks represent challenges to the
successful implication of our strategy and to the growth and future profitability of our business. Some of these risks are:

� our ability to continue transforming our business after emergence from the Chapter 11 Cases and implement our new business
strategy focused primarily on the embedded Flash memory market;
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� a significant shift in the Flash memory market from NOR to NAND architecture;

� the cyclical nature of the Flash memory market and recent severe downturns therein;

� declining average selling prices over time;

� our ability to accurately forecast customer demand for our products;

� our ability to successfully develop, introduce and commercialize new products and technologies;

� our reliance on third-party manufacturers and distributors;

� our ability to successfully develop new applications and markets for our products;

� inaccurate forecasting of customer demand leading to excess inventory and low gross margins; and

� worldwide economic and political conditions.
Concurrent Notes Offering

Concurrently with this common stock offering, Spansion LLC, our indirect wholly-owned subsidiary, intends to issue $200 million aggregate
principal amount of senior unsecured notes in a private placement. The consummation of the notes private placement is conditioned upon either
(a) obtaining the necessary approvals and consents from the lenders holding more than (1) 50% of the amounts outstanding under our $450
million senior secured credit agreement, or Term Loan, and (2) 50% of the revolver commitments under our $65 million loan and security
agreement, or Revolving Credit Facility (together referred to in this prospectus as the Required Lenders) or (b) the full repayment and
termination of the Term Loan and Revolving Credit Facility, in each case in accordance with its terms. We are currently negotiating with the
lenders under our Term Loan and Revolving Credit Facility to, among other things, obtain the consents and approvals.

Spansion LLC intends to use all of the net proceeds from the sale of the notes to pay down amounts outstanding under the Term Loan. The notes
will be offered by Spansion LLC, our principal operating company.

The concurrent offering and sale of the notes is not being registered under the Securities Act of 1933, and the notes offered thereby may not be
offered or sold in the United States absent registration or an applicable exemption from registration requirements. Neither this offering of
common stock by Spansion Inc. nor the private placement of the notes by Spansion LLC is contingent on the completion of the other. This
prospectus does not constitute an offering of the notes.

Corporate Information

We were originally incorporated in Delaware in November 2005. Our principal executive offices are located at 915 DeGuigne Drive, Sunnyvale,
California 94088, and our telephone number is (408) 962-2500. Our website address is www.spansion.com. Information contained on our
website is not a part of this prospectus and the inclusion of our website address in this prospectus is an inactive textual reference only.
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Spansion�, the Spansion logo, and other trademarks or service marks of Spansion appearing in this prospectus are the property of Spansion. Trade
names, trademarks and service marks of other companies appearing in this prospectus are the property of the respective holders.

Recent Developments

On October 26, 2010, we reported net sales of $307.6 million, an operating loss of $55.4 million, and a net loss of $64.9 million for the three
months ended September 26, 2010. Our cash and cash equivalents as of September 26, 2010 were $330.0 million.
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On October 20, 2010, the claims agent appointed to resolve certain of our pre-bankruptcy claims entered into an agreement with Spansion Japan
Limited, or Spansion Japan, our former subsidiary, to settle all claims asserted between Spansion Japan and the debtors estates under the Chapter
11 Cases. Spansion Japan had asserted a claim for approximately $936 million related to damages allegedly incurred as a result of our rejection
of our foundry agreement with Spansion Japan. Pursuant to the settlement agreement, the claims agent and Spansion Japan agreed on a
settlement valuing the rejection damages claim at $200 million. As part of the agreement, Citigroup Financial Products Inc., or Citi, which was
not a party to this litigation, agreed to purchase the rejection damages claim from Spansion Japan for $100 million in cash. In a separate
transaction, we agreed to purchase 85 percent of this rejection damages claim from Citi for $85 million in cash. These transactions became
effective upon the final approval of the settlement agreement by the U.S. Bankruptcy Court and the Tokyo District Court, which is administering
Spansion Japan�s corporate reorganization proceeding in Japan. The value of any shares received under the claim will depend upon the total size
of the claim pool ultimately determined in the Chapter 11 Cases.

5
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THE OFFERING

Common stock offered by us 6,750,000 shares (or 7,762,500 shares if the underwriters exercise in full their
over-allotment option).

Shares outstanding after the offering 66,020,916 shares (or 67,033,416 shares if the underwriters exercise in full their
over-allotment option).

Use of proceeds We estimate that we will receive net proceeds from this offering of approximately
$117.2 million based on an assumed public offering price of $18.54 per share and after
deducting underwriting discounts and commissions and estimated offering expenses
payable by us. We are currently negotiating with the lenders under the Term Loan to
modify certain terms of the Term Loan, one of which is a waiver to the requirement that
we use 50% of the net proceeds from this offering to pay down the Term Loan. If we
obtain this waiver, we intend to use the net proceeds from this offering for general
corporate purposes. See �Use of Proceeds.�

Risk factors See �Risk Factors� beginning on page 10 and the other information included elsewhere in
this prospectus for a discussion of factors you should carefully consider before deciding
to invest in our common stock.

New York Stock Exchange symbol CODE.
The number of shares of our common stock outstanding after this offering is based on 59,270,916 shares outstanding as of June 27, 2010,
includes all of the shares issued and remaining for distribution in accordance with the Plan of Reorganization, and excludes:

� 3,031,436 shares of common stock issuable upon the exercise of options to purchase our common stock outstanding as of June 27,
2010 at a weighted average exercise price of $10.51 per share;

� 2,969,821 shares of common stock issuable upon the vesting of restricted stock units outstanding as of June 27, 2010; and

� an aggregate of 530,323 additional shares of common stock reserved for issuance under our equity incentive plans.
As of October 26, 2010, we estimate that approximately 27.9 million shares remain to be distributed in accordance with our Plan of
Reorganization, and all such shares will be freely tradable following their distribution unless distributed to us or one of our affiliates. We cannot
assure you as to when any of these shares will be distributed, however, we expect that:

� approximately 3.4 million of such shares to be distributed in connection with a claim by ChipMOS Technologies could be distributed
on or about November 25, 2010; and
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� approximately 15.3 million of such shares to be distributed as a result of the settlement of the claim by Spansion Japan, which claim
will be purchased from Spansion Japan by Citigroup Financial Products Inc., could be distributed on or about December 9, 2010, of
which 5.3 million shares will be distributed to us, as a result of our purchase of a portion of that claim from Citigroup, and
subsequently cancelled (see �Summary � Recent Developments�).

Except as otherwise indicated, all information in this prospectus assumes:

� no exercise of the underwriters� option to purchase additional shares to cover over-allotments, if any; and

� receipt of required approval from our lenders as described under �Use of Proceeds.�
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SUMMARY CONSOLIDATED FINANCIAL DATA

The following tables present our summary historical consolidated financial and other data for our business for the periods indicated. We derived
the consolidated statements of operations data for the years ended December 30, 2007, December 28, 2008 and December 27, 2009 from our
audited consolidated financial statements included elsewhere in this prospectus. Fiscal 2007, 2008 and 2009 each consisted of 52 weeks. We
derived the condensed consolidated statements of operations data for the six months ended June 27, 2010 and June 29, 2009 and the condensed
consolidated balance sheet data as of June 27, 2010 from our unaudited consolidated financial statements included elsewhere in this prospectus.
The six months ended June 27, 2010 and June 29, 2009 each consisted of 26 weeks.

Our historical results are not necessarily indicative of the results to be expected in the future, and the results for the six months ended June 27,
2010 should not be considered indicative of results to be expected for the full fiscal year. Upon emergence from the Chapter 11 Cases on
May 10, 2010, or the Emergence Date, we adopted fresh start accounting as prescribed under Accounting Standards Codification (ASC) 852
Reorganizations, which requires us to revalue our assets and liabilities to their related fair values. As such, we adjusted our stockholders� deficit
to equal the reorganization value at the Emergence Date. Items such as accumulated depreciation, accumulated deficit, accumulated other
comprehensive income (loss) and allowances for doubtful debt were reset to zero. We allocated the reorganization value to the individual assets
and liabilities based on their estimated fair values. Items such as accounts receivable, auction rate securities and cash, whose fair values
approximated their book values, reflected values similar to those reported prior to emergence. Items such as prepaid and other current assets,
inventory, property, plant and equipment, deferred income tax asset and liability, accounts payable, income tax payable, and deferred income
were significantly adjusted from amounts previously reported. Because we adopted fresh start accounting at emergence and because of the
significance of liabilities subject to compromise that were relieved upon emergence, the historical financial statements of the predecessor entity,
or Predecessor, and the financial statements of the successor entity, or Successor, are not comparable. Refer to the notes to our financial
statements included in this prospectus for further details relating to fresh start accounting.

You should read this summary consolidated financial data in conjunction with �Management�s Discussion and Analysis of Financial Condition
and Results of Operations� and our consolidated financial statements and related notes, all included elsewhere in this prospectus.
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Successor(1) Predecessor(1) Predecessor(1)

Period from
May 11, 2010

to June 27,
2010

Period from
December 28,

2009 to May 10,
2010

Six Months
Ended June

28, 2009

Year Ended
December 27,

2009

Year Ended
December 28,

2008(2)

Year Ended
December 30,

2007(2)

Consolidated Statements of
Operations:
(in thousands, except per share
amounts)
Net sales $ 124,569 $ 324,914 $ 630,000 $ 1,059,408 $ 1,630,573 $ 1,627,253
Net sales to related parties 4,801 78,705 145,929 351,245 651,230 873,560

Total net sales 129,370 403,619 775,929 1,410,653 2,281,803 2,500,813
Cost of sales 111,413 274,817 663,301 1,103,757 2,193,345 2,065,143

Gross profit 17,957 128,802 112,628 306,896 88,458 435,670
Research and development 13,420 35,068 82,635 136,449 431,808 436,785
Sales, general and administrative 18,259 68,105 137,817 216,298 253,878 239,317
In-process research and development �  �  �  �  10,800 �  
Restructuring charges (credits) �  (2,772) 38,154 46,852 11,161 �  
Asset impairment charges(3) �  �  �  12,538 1,652,622 �  

Operating loss before reorganization
items (13,722) 28,401 (145,978) (105,241) (2,271,811) (240,432) 
Interest and other income (expense), net 364 (2,904) 2,396 4,038 5,200 32,595
Interest expense(4) (4,877) (30,573) (33,678) (50,976) (105,536) (87,460) 
Gain on deconsolidation of subsidiary(5) �  �  30,100 30,100 �  �  

Loss before reorganization items and
income taxes (18,235) (5,076) (147,160) (122,079) (2,372,147) (295,297) 
Reorganization items �  370,340 (372,299) (391,383) �  �  

Income (loss) before income taxes (18,235) 365,264 (519,459) (513,462) (2,372,147) (295,297) 
Benefit from (provision for) income
taxes(6) 21 (1,640) (429) (597) (62,865) 25,144

Net income (loss) (18,214) 363,624 (519,888) $ (514,059) $ (2,435,012) $ (270,153) 

Net income (loss) per share
Basic $ (0.31) $ 2.24 $ (3.22) $ (3.18) $ (15.69) $ (2.00) 

Diluted(7) $ (0.31) $ 2.24 $ (3.22) $ (3.18) $ (15.69) $ (2.00) 

Shares used in per share calculation:
Basic 59,271 162,439 161,530 161,847 155,162 134,924

Diluted(7) 59,271 162,610 161,530 161,847 155,162 134,924

As of
June 27, 2010

Actual As adjusted
for this

offering(8)

As adjusted
for the private

placement
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of
senior
notes(9)

Consolidated Balance Sheet:
(in thousands)
Working capital $ 384,265 $ 501,427 $ 499,474
Total assets 1,467,269 1,584,431 1,582,478
Long-term debt and capital lease
obligations, including current portion,
short term note, and notes payable to
banks under revolving loans 461,531 461,531 466,231
Total stockholders� equity 657,956 775,118 773,165
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(1) Successor refers to Spansion and its consolidated subsidiaries after the Emergence Date, after giving effect to: (i) the cancellation of shares
of our Class A common stock issued prior to the Emergence Date, or the Old Common Stock; (ii) the issuance of shares of our Class A
common stock, or New Common Stock, and settlement of existing debt and other adjustments in accordance with the Plan of
Reorganization; and (iii) the application of fresh start accounting. Predecessor refers to Spansion and its consolidated subsidiaries up to the
Emergence Date.

(2) Statements of operations for these periods have been adjusted to reflect the change in accounting for our Exchangeable Senior Subordinated
Debentures. See �Management�s Discussion and Analysis of Financial Condition and Results of Operations�Adoption of New Accounting
Pronouncements�Accounting for Convertible Debt Instruments.�

(3) The asset impairment charge for fiscal 2009 includes pre-tax impairment on an equity investment and loan to an investee. The asset
impairment charge for fiscal 2008 includes pre-tax impairment related to long-lived assets held for use of $1.6 billion, and impairment
related to goodwill and intangible assets of $20.8 million and $53.5 million, respectively.

(4) Contractual interest expense for the year ended December 27, 2009 and six months ended June 28, 2009 was $89.4 million and $48.0
million.

(5) The gain on deconsolidation of subsidiary represents the difference between the carrying value of our investment in and receivables from
Spansion Japan immediately before deconsolidation and the estimated fair value of our retained non-controlling interest in Spansion Japan,
which was zero then and as of December 27, 2009.

(6) The provision for income taxes in fiscal 2009 includes a decrease of $457.9 million in valuation allowances against deferred tax assets in
Spansion Japan resulting from the deconsolidation of Spansion Japan in March 2009. However, the decrease in the amount of deferred tax
assets had no impact on the provision for income taxes since the deferred tax assets had a full valuation allowance. The provision for income
taxes in fiscal 2008 includes an increase of $457.9 million in valuation allowances against deferred tax assets in Spansion Japan. This
increase occurred because we did not believe it was more likely than not that these deferred tax assets would be realized in these
jurisdictions. The increase in valuation allowance resulted in a $64.5 million income tax expense associated with deferred tax assets of
Spansion Japan.

(7) Diluted net loss per share is computed using the weighted-average number of common shares and excludes potential common shares, as
their effect is anti-dilutive.

(8) Adjusted to reflect the application of the net proceeds from this offering. See �Use of Proceeds� elsewhere in this prospectus.
(9) As further adjusted to reflect the application of the net proceeds from this offering and the net proceeds from the concurrent notes private

placement by Spansion LLC as described in �Use of Proceeds.� The consummation of the notes private placement is conditioned upon either
(a) obtaining the necessary approvals and consents from the Required Lenders or (b) the full repayment and termination of the Term Loan
and Revolving Credit Facility, in each case in accordance with its terms. The notes private placement and the offering of our common stock
hereby will not be contingent upon the completion of the other.
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RISK FACTORS

Investing in our common stock involves a high degree of risk. You should carefully consider the risks described below and the other information
in this prospectus before making a decision to invest in our common stock. If any of such risks actually occur, our business, operating results,
financial condition or growth prospects could be adversely affected. In those cases, the trading price of our common stock could decline and you
may lose all or part of your investment. The risks described below are not the only ones facing us. Additional risks not currently known to us or
that we currently believe are immaterial may also impair our business, results of operations, financial condition and liquidity.

Risks Related to Our Business

We are in the process of transforming our business and implementing a new business strategy. If we are unsuccessful in doing so, we
may be materially adversely affected.

Shortly after the Chapter 11 Cases commenced, we began implementing a new business strategy focused primarily on exiting a large portion of
the wireless Flash memory market in order to reduce significantly our engineering expenses. We remain dedicated to, and focused on, the
embedded portion of the Flash memory market and intend to continue to selectively engage in portions of the wireless market where we believe
we can do so advantageously. The embedded market is more mature than the wireless market and is expected to grow more slowly than some
other sectors of the semiconductor industry. In addition, the embedded market historically has been, and we anticipate that it will continue to be,
subject to rapid selling price reductions. If we are unable to successfully address these challenges and execute this new business strategy, our
business will be materially adversely affected.

In addressing these challenges, our new business strategy has involved, and will continue to involve, cost containment, in particular with respect
to our workforce and we will continue to make judgments as to whether we should further reduce, relocate or otherwise change our workforce.
Costs incurred in connection with such workforce changes, should they occur, may be higher than estimated. In addition, such workforce
changes may impair our ability to achieve our current or future business objectives. In addition, any workforce changes may not be effected on
the planned timetable and may result in the recording of additional charges. Similarly, any decision by us to further limit investment in, or exit or
dispose of parts of, our business may result in the recording of additional charges. As part of our review of our restructured business, we look at
the recoverability of tangible and intangible assets. Future market conditions may indicate these assets are not recoverable based on changes in
forecasts of future business performance and the estimated useful life of these assets, and this may trigger further write-downs of these assets
which may have a material adverse effect on our business, results of operations and financial condition.

Our new business strategy may also include considering strategic transactions, such as acquisitions, divestitures, joint ventures, alliances or
co-production programs, as such opportunities arise. We may not be able to effect any strategic transaction or if we enter into transactions, we
may not realize the benefits we anticipate. Moreover, in the case of acquisitions, the integration of separate companies involves a number of
integration risks. Consummating any acquisitions, divestitures, joint ventures, alliances or co-production programs could result in the incurrence
of additional transaction-related expenses, as well as unforeseen contingent liabilities, which could materially adversely affect us.

Our business has been characterized by selling prices that decline over time, which can negatively affect our results of operations.

Historically, the selling prices of our products have decreased during the products� lives, and we expect this trend to continue. When our selling
prices decline, our net sales and gross margins also decline unless we are able to compensate by selling more units and thereby reducing our
manufacturing costs per unit or by introducing
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and selling new, higher margin products with higher densities and/or advanced features. If the selling prices for our products continue to decline,
our operating results could be materially adversely affected.

During downturns, periods of extremely intense competition, or the presence of oversupply in the industry, the selling prices for our products
have declined at a high rate over relatively short time periods as compared to historical rates of decline. We are unable to predict selling prices
for any future periods and may experience unanticipated, sharp declines in selling prices for our products. When such pricing declines occur, we
may not be able to mitigate the effects by selling more or higher margin units, or by reducing our manufacturing costs. In such circumstances,
our operating results could be materially adversely affected.

The Flash memory market is highly cyclical and has experienced severe downturns that have materially adversely affected, and may in
the future materially adversely affect, our business.

The Flash memory market is highly cyclical and in the past has experienced severe downturns, generally as a result of wide fluctuations in
supply and demand, constant and rapid technological change, continuous new product introductions and price erosion. Our financial
performance has been, and may in the future be, adversely affected by these downturns. We have incurred substantial losses in past downturns,
including the most recent downturn, due principally to:

� substantial declines in selling prices, particularly due to competitive pressures and an imbalance in product supply and demand; and

� a decline in demand for end-user products that incorporate our products.
Our historical financial information is not necessarily indicative of what our results of operations, financial condition or cash flows will be in the
future. If our net sales decline in the future, or if these or other similar conditions continue or occur again in the future, we would likely be
materially adversely affected.

If demand for consumer products, industrial products or mobile phones utilizing Flash memory declines, as we experienced during the
worldwide global recession, our business could be materially adversely affected. Also, if the functionality of successive generations of such
products does not require increasing Flash memory density or if such products no longer require the type of Flash memory product we produce
due to alternative technologies or otherwise, our operating results would be materially adversely affected.

We cannot be certain that the Chapter 11 Cases will not adversely affect our operations going forward.

Although we emerged from the Chapter 11 Cases on May 10, 2010, we cannot provide assurance that our prior bankruptcy will not adversely
affect our future operations. Our suppliers and vendors could stop providing supplies or services to us or provide such supplies or services only
on unfavorable terms such as �cash on delivery,� �cash on order� or other terms that could have an adverse impact on our short-term cash flows. In
addition, the fact that we recently emerged from the Chapter 11 Cases may adversely affect our ability to retain existing customers, attract new
customers and maintain contracts that are critical to our operations.

We lost a significant amount of market share while in bankruptcy as certain customers were unwilling to work with a vendor in bankruptcy and
others reduced their dependence on us by shifting their business to other vendors. There can be no assurance as to whether we will be able, or
how long it may take, to regain all or any portion of that lost market share.

If we are unable to attract and retain qualified personnel at reasonable costs, we may not be able to achieve our business objectives.

We are dependent on the experience and industry knowledge of our senior management and other key employees to execute our current business
plans and lead us throughout the implementation of the Plan of Reorganization. Competition for certain key positions and specialized technical
and sales personnel in the high-technology industry remains strong. The Chapter 11 Cases, along with workforce reductions, created uncertainty
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that led to an increase in unwanted attrition and additional challenges in attracting and retaining new qualified personnel. We have lost many key
employees with long tenures and broad knowledge about our technology and historical operations and we are at risk of losing or being unable to
hire talent critical to a successful reorganization and ongoing operation of our business. If we are not able to attract, recruit or retain qualified
employees (including as a result of headcount or salary reductions), we may not have the personnel necessary to successfully implement the Plan
of Reorganization and our new business strategy, and our business, results of operations and financial condition could be materially adversely
impacted.

Restrictive covenants may adversely affect our operations.

Our Term Loan and Revolving Credit Facility contain, and if the concurrent notes private placement is consummated, the indenture governing
the notes will contain, various covenants that limit our ability to, among other things:

� incur or assume additional debt or provide guarantees in respect of obligations of other persons;

� pay dividends or distributions or redeem or repurchase capital stock;

� prepay, redeem or repurchase debt;

� make certain investments, including investment in our unrestricted subsidiaries;

� create or permit liens;

� restrict dividends, loans or asset transfers from our subsidiaries;

� sell or otherwise dispose of assets, including capital stock of subsidiaries;

� consolidate or merge with or into, or sell substantially all of our assets to, another person; and

� enter into transactions with affiliates.
In addition, the restrictive covenants in our Term Loan and Revolving Credit Facility require us to maintain specified financial ratios, including
a maximum consolidated leverage ratio and a minimum consolidated interest coverage ratio. Our ability to meet those financial ratios can be
affected by events beyond our control, and we cannot assure you that we will meet them. A breach of any of the provisions, covenants, financial
tests or ratios under our debt instruments could prevent us from borrowing under our Revolving Credit Facility and result in an event of default
under the applicable agreement, which in turn could trigger cross-defaults under other debt instruments, including the indenture governing our
concurrent notes private placement (if the concurrent notes private placement is consummated), any of which would materially adversely affect
us. Upon the occurrence of an event of default under our Term Loan or Revolving Credit Facility, the lenders could elect to declare all amounts
outstanding under our these facilities to be immediately due and payable and terminate all commitments to extend further credit. If we were
unable to repay those amounts, the lenders under these facilities could proceed against the collateral granted to them to secure that indebtedness.
We have pledged a significant portion of our assets as collateral under our Term Loan and Revolving Credit Facility. If the lenders under our
facilities accelerate the repayment of borrowings, we cannot assure you that we will have sufficient assets to repay these credit facilities and our
other indebtedness, including the notes, or borrow sufficient funds to refinance such indebtedness. Even if we are able to obtain new financing, it
may not be on commercially reasonable terms or terms that are acceptable to us.

Our reliance on third-party manufacturers entails risks that could materially adversely affect us.
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We have in the past and plan in the future to enter into foundry, subcontractor and other arrangements with third parties to meet demand for our
products. Third-party manufacturers we have used in the past or expect to use in the future for foundry and other manufacturing services include
Texas Instruments, or TI, Fujitsu Semiconductors Limited, or FSL, Elpida Memory, Inc., or Elpida, and Semiconductor Manufacturing
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International Corporation, or SMIC. We also use independent contractors to perform some of the assembly, testing and packaging of our
products, including ChipMOS Technologies Limited. We depend on these manufacturers to allocate to us a portion of their manufacturing
capacity sufficient to meet our needs. Third-party manufacturers are generally under no obligation to provide us with any specified minimum
quantity of product. We also depend on these manufacturers to produce products of acceptable quality and at acceptable manufacturing yields
and to deliver those products to us on a timely basis at acceptable prices. In addition, we rely on these manufacturers to invest capital into their
facilities and process technologies to meet our needs for new products using advanced process technologies. Given our recent emergence from
the Chapter 11 Cases and the current volatility and disruption in the capital and credit markets worldwide, we cannot assure you that they will
make the investments in their facilities previously contemplated. We cannot assure you that these manufacturers will be able to meet our
near-term or long-term manufacturing requirements and may not be able to attain qualification from our customers, which is required prior to
production of products at a third party facility for a particular customer. In addition, any significant change in the payment terms we have with
these manufacturers could adversely affect us.

In the past, Spansion Japan Limited, then a wholly-owned subsidiary of Spansion LLC, or Spansion Japan, facilitated distribution of our
products in Japan, manufactured and supplied sorted and unsorted silicon wafers for us, and provided sort services to us. In August 2010, we
entered into a new foundry agreement with TI as a result of TI�s purchase of two wafer fabrication facilities and equipment from Spansion Japan.
Accordingly, we rely on TI to manufacture wafers for and supply sort services to us. A sudden and unanticipated reduction or cessation of the
supply of goods and services from TI would likely be disruptive and have a material adverse impact on our results of operations.

Third party manufacturers with whom we contract also make products for other companies, including certain of our competitors, and/or for
themselves and could choose to prioritize capacity for themselves or other customers beyond any minimum guaranteed amounts, reduce
deliveries to us or, in the absence of price guarantees, increase the prices they charge us on short notice, such that we may not be able to pass
cost increases on to our customers. The likelihood of this occurring may be greater as a result of the Chapter 11 Cases. We may be unable to
secure an alternative supply for specific products in a short timeframe or at all at an acceptable cost to satisfy our production requirements. In
addition, we may be required to incur additional development, manufacturing and other costs to establish alternative sources of supply. Other
risks associated with our increased dependence on third-party manufacturers include: their ability to adapt to our proprietary technology, reduced
control over delivery schedules, quality assurance, manufacturing yields and cost, misappropriation of our intellectual property, reduced ability
to manage inventory and parts and risks associated with operating in foreign countries. If we are unable to secure sufficient or reliable suppliers
of wafers or obtain the necessary assembly, testing and packaging services, our ability to meet customer demand for our products may be
adversely affected, which could have a material adverse effect on us.

We rely on Fujitsu Semiconductors Limited to distribute our products in Japan.

We currently rely on FSL through its subsidiary, Fujitsu Electronics Inc., to distribute our products to customers in Japan, which is an important
geographic market for us. Under our distribution agreement with FSL, FSL has agreed to use its best efforts to promote the sale of our products
in Japan and to other customers served by FSL. In the event that we reasonably determine that FSL�s sales performance in Japan and to those
customers served by FSL is not satisfactory based on specified criteria, then we have the right to require FSL to propose and implement an
agreed-upon corrective action plan. If we reasonably believe that the corrective action plan is inadequate, we can take steps to remedy
deficiencies ourselves through means that include appointing another distributor as a supplementary distributor to sell products in Japan and to
customers served by FSL. Pursuing these actions would be costly and disruptive to the sales of our products in Japan. If FSL�s sales performance
in Japan is unsatisfactory or if we are unable to successfully maintain our distribution agreement and relationship with FSL and we cannot timely
find a suitable supplementary distributor, we could be materially adversely affected.
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Under the terms of our distribution agreement with FSL, either party may terminate the distribution agreement, either in whole or in part, for
convenience upon 60 days written notice to the other party. If FSL unexpectedly terminates its distribution agreement with us, or otherwise
ceases its support of our customers in Japan, we would be required to develop and rely on a relationship with another distributor or establish our
own local sales organization and support functions. We cannot be certain that we will be successful in selling our products to customers
currently served by FSL or new customers. If customers currently served by FSL, or potential new customers, refuse to purchase our products
directly from us or from another distributor, or either it or we are not successful in distributing our products, our sales in Japan may decline, and
we could be materially adversely affected.

Inaccurate forecasting of customer demand could materially and adversely affect our business, results of operations and financial
results and may lead to excess inventory and poor gross margins.

Although our manufacturing cycle times are relatively lengthy, often in excess of ten weeks, we nevertheless compete in a market where
suppliers� ability to respond quickly to new orders is a competitive differentiator. Thus, we must forecast customer demand and produce requisite
amounts of our products in order to fill current and future orders even though demand is volatile and difficult to predict.

To forecast demand and value inventory, we consider, among other factors, the inventory on hand, historical customer demand data, backlog
data, competitiveness of product offerings, market conditions and product life cycles. If we are unable to accurately assess these factors and
anticipate future demand or market conditions, inventory write-downs may be required and would be reflected in cost of sales in the period the
write-down is made. Similarly, when customers change orders booked with us, our planned manufacturing capacity may be greater or less than
actual demand, resulting in less than optimal capacity usage. When this occurs, we adjust our production levels but such adjustments may not
prevent our production of excess inventory. An inability to address challenges like the ones described above would have a negative impact on
our gross margin in that period. Moreover, inaccurate forecasting could also result in excess or obsolete inventory that would reduce our margins
or shortages in inventory that would cause us to fail to meet customer demand. If we are unable to produce the types and quantities of products
required by our customers in the timeframes and on the delivery schedules required by our customers, we may lose customers or, in certain
circumstances, be liable for losses incurred by our customers, which would materially adversely affect our business and financial results.

Industry overcapacity could require us to take actions which could have a material adverse effect on us.

Semiconductor companies with their own manufacturing facilities and specialist semiconductor foundries, which are subcontractors that
manufacture semiconductors designed by others, have added significant capacity in recent years and during the first half of 2010 a number of
companies announced plans to do so again. In 2008, the significant excess capacity led to oversupply and a downturn in the memory industry.
The contraction of the worldwide economy, especially in the fourth quarter of 2008 and continuing into 2009, further compounded industry
overcapacity. Fluctuations in the growth rate of industry capacity relative to the growth rate in demand for Flash memory products can
contribute to cyclicality in the Flash memory market, which has in the past and may in the future negatively impact our selling prices and
materially adversely affect us.

It is difficult to predict future growth or decline in the markets we serve, making it very difficult to estimate requirements for production
capacity. If our target markets do not grow as we anticipate, we may under-utilize our manufacturing capacity or we may be contractually
obligated to purchase minimum quantities of certain products from our subcontractors. This may result in write-downs or write-offs of
inventories and losses on products the demand for which is lower than we anticipate. In addition, during periods of industry overcapacity,
customers do not generally order products as far in advance of the scheduled shipment date as they do during periods when our industry is
operating closer to capacity, which can exacerbate the difficulty in forecasting capacity requirements and may result in increased inventory
levels.
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Many of our costs are fixed. Additionally, pursuant to some of our subcontractor and foundry arrangements with third parties we may incur and
pay penalties as a result of our agreements to pay for a certain amount of product even if we do not accept delivery of all of such amount.
Accordingly, during periods in which we under-utilize our manufacturing capacity as a result of reduced demand for some of our products, our
costs cannot be reduced in proportion to the reduced net sales for such periods. When this occurs, our operating results may be materially
adversely affected.

A further significant shift in the Flash memory market to NAND architecture would materially adversely affect us.

Flash memory products are generally based on either NOR or NAND architecture. To date, our Flash memory products have been based on
NOR architecture which are typically produced at a higher cost-per-bit than NAND-based products. We are developing our NAND architectures
based on MirrorBit charge trapping technology primarily to address embedded applications currently served by NAND-based products or
potentially served by NAND-based products in the future, but we cannot be certain that our NAND products will satisfactorily address those
market needs.

Since 2004, industry sales of NAND-based Flash memory products increased as a percentage of total Flash memory sales compared to sales of
NOR-based Flash memory products, resulting in NAND vendors in aggregate gaining a greater share of the overall Flash memory market and
NOR vendors in aggregate losing overall market share. We expect the Flash memory market trend of decreasing market share for NOR-based
Flash memory products relative to NAND-based Flash memory products to continue for the foreseeable future.

Customers manufacturing products for embedded applications may increasingly choose floating gate NAND-based Flash memory products over
our NOR or NAND Flash memory products based on MirrorBit technology. If this occurs, our sales may be materially adversely affected.
Moreover, some of our competitors are able to manufacture floating gate NAND-based Flash memory products on 300-millimeter wafers
produced at a lower cost than we can currently achieve. In addition, some of our competitors may choose to utilize more advanced
manufacturing process technologies than we may have available in order to offer competitive products at lower costs or with higher densities.

In addition, even if products based on NAND architecture are unsuccessful in displacing products based on NOR architecture, the average
selling price for our products may be adversely affected by a significant decline in the price for NAND-based Flash memory products. Such a
decline may result in downward price pressure in the overall Flash memory market affecting the price we can obtain for our NOR-based Flash
memory products, which would adversely affect us. We believe such downward pricing pressure was a factor in the significant declines in the
selling prices of our products in 2007 and 2008. If the prices for NAND Flash memory products similarly decline in the future, we may be
materially adversely affected.

If we fail to successfully develop new applications and markets for our products, our future operating results would be materially
adversely affected.

We are developing new applications and opportunities for our products beyond our traditional customer base and in some cases plan to deploy
our Flash memory solutions beyond current Flash memory markets. However, some of these opportunities require that we succeed in creating,
marketing, gaining customer acceptance of, and deploying these new system architectures into, a customer base where we do not have historic
business relationships and where our solution is required to replace established and proven solutions. In some cases our solutions rely on third
parties to contribute a significant and necessary component of the solution without which the solution will not be viable. If we are unsuccessful
in our attempts to bring new products to market due to our failures or those of third parties, experience significant delays in generating sales, fail
to establish their value or face competition from third parties or incumbent suppliers that result in lower margins than expected, our future
operating results would be materially adversely affected.
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We cannot be certain that we will have sufficient resources to invest in the level of research and development required to remain
competitive or that our substantial research and development investments will lead to timely improvements in technology needed to
successfully develop, introduce and commercialize new products and technologies.

The Flash memory industry is highly competitive and subject to rapid technological change. In order to compete, we are required to make
substantial investments in research and development for product design, process technologies and production techniques in an effort to design
and manufacture advanced Flash memory products. For example, in fiscal 2007 and 2008, our research and development expenses were
approximately $436.8 million and $431.8 million, or approximately 17 and 19 percent of our total net sales, respectively. As a result of our new
business strategy, research and development expenses for fiscal 2009 were $136.4 million, or approximately 10 percent of our total net sales. We
cannot assure you that we will have sufficient resources independently or through joint development agreements to maintain the level of
investment in research and development that is required for us to remain competitive, which could materially adversely affect us.

As part of our reorganization, our strategy has changed to increasingly seek to share research and development costs with third parties. For
example, we recently entered into a joint development agreement with Elpida for the development of products based on NAND architecture.
However we cannot assure you that we will be able to negotiate such arrangements for more of our research and development needs, or that such
arrangements will result in commercially successful technology and products in a timely manner or at all. We will be dependent on the third
parties in such agreements to continue to invest financial and skilled human resources, and we cannot assure you that such third parties will
make the necessary investments, the absence of which would materially adversely affect our business.

Our success depends to a significant extent on our ability to develop, qualify, produce, introduce and gain market acceptance of new product
designs and improvements that provide value to Flash memory customers. Our ability to develop and qualify new products and related
technologies to meet evolving industry requirements at prices acceptable to our customers and on a timely basis is critical to our competitiveness
in our target markets. If we are delayed in developing or qualifying new products or technologies, we could be materially adversely affected.

Competitors may introduce new memory or other technologies that may make our Flash memory products uncompetitive or obsolete.

Our competitors are working on a number of new competitive technologies, including FRAM, MRAM, polymer, charge trapping and
phase-change based memory technologies. If such products are successfully developed and commercialized as a viable alternative to MirrorBit
or floating gate Flash memory, these other products could pose a competitive threat to existing Flash memory companies, including us. In
addition, some of the licensees and customers of Saifun Semiconductors Ltd., or Saifun, which we purchased in 2008 and renamed Spansion
Israel Ltd., are our competitors or work with our competitors and possess licenses from Saifun for intellectual property associated with charge
trapping Flash memory technology. Use of this charge trapping intellectual property or use of independently developed charge trapping Flash
memory technology by our competitors, if successfully developed and commercialized, may allow these competitors to develop Flash memory
products that may compete with our products based on MirrorBit technology. If we are unable to compete with these new technologies, we may
be materially adversely affected.

Intense competition in the Flash memory market could materially adversely affect us.

Our principal NOR Flash memory competitors are Micron Technology, Inc., or Micron, Macronix International Co., Ltd., or Macronix,
Winbond Electronics Corp. and Samsung Electronics Co., Ltd., or Samsung. Additional NOR Flash memory competitors include Microchip
Technology Inc., EON Silicon Solution Inc., Atmel Corporation and Toshiba Corporation, or Toshiba.
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We increasingly compete with NAND Flash memory manufacturers where NAND Flash memory has the ability to replace NOR Flash memory
in customer applications. Our principal NAND Flash memory competitors include Samsung and Micron. In the future, our principal NAND
Flash memory competitors may include Elpida Memory, Inc., Hynix Semiconductor Inc., Toshiba, Powerchip Technology Corporation,
Macronix and Intel Corporation.

The Flash memory market is characterized by intense competition. The basis of competition is cost, selling price, performance, quality, customer
relationships and ability to provide value-added solutions. In particular, in the past our competitors have aggressively priced their products,
which resulted in decreased selling prices for our products and adversely impacted our results of operations. Some of our competitors, including
Samsung and Toshiba, are more diversified than we are and may be able to sustain lower operating margins in their Flash memory business
based on the profitability of their other, non-Flash memory businesses. In addition, capital investments by competitors in the past have resulted
in substantial industry manufacturing capacity and announced capital investments planned for the future may further contribute to a competitive
pricing environment. Some of our competitors are able to manufacture floating gate NAND-based Flash memory products on 300-millimeter
wafers at lower cost than to which we may have access or may choose to utilize more advanced manufacturing process technologies than we will
have to offer products competitive to ours at a lower cost or higher density. Moreover, our NAND-based Flash memory products based on our
proprietary MirrorBit technology may not have the price, performance, quality and other features necessary to compete successfully for these
applications.

We expect competition in the Flash memory market to intensify as existing manufacturers introduce new products, new manufacturers enter the
market, industry-wide production capacity increases and competitors aggressively price their Flash memory products to increase market share.
The competition we face intensified during the Chapter 11 Cases as our ability to compete was reduced. If our competitors, many of whom have
greater financial resources than us, increase their focus on the Flash memory products or segments of the Flash memory markets that generate a
significant portion of our net sales we could be materially adversely affected.

Competitive pressures may also increase if NOR memory vendors merge, if NAND memory vendors acquire NOR businesses or other NAND
businesses, or if our competitors otherwise consolidate their operations. For example, on April 8, 2010, Microchip Technology announced that it
had completed its acquisition of Silicon Storage Technology, Inc.; and on May 7, 2010, Micron announced that it had completed its acquisition
of Numonyx Holdings B.V. Furthermore, we face increasing competition from NAND Flash memory vendors targeting the embedded portion of
the Flash memory market.

To compete successfully, we must decrease our manufacturing costs and develop, introduce and sell products at competitive prices that meet our
customers� demands. If we are unable to compete effectively, we could be materially adversely affected.

Unless we maintain manufacturing efficiency, we may not become profitable and our future profitability could be materially adversely
affected.

The Flash memory industry is characterized by rapid technological changes. For example, new manufacturing process technologies using
smaller feature sizes and offering better performance characteristics are generally introduced every one to two years. The introduction of new
manufacturing process technologies allows us to increase the functionality of our products while at the same time optimizing performance
parameters, and increasing storage capacity. In addition, the reduction of feature sizes enables us to produce smaller chips offering the same
functionality and thereby considerably reduces the cost per bit. In order to remain competitive, it is essential that we secure the capabilities to
develop and qualify new manufacturing process technologies. For example, our leading Flash memory products must be manufactured at
65-nanometer and more advanced process technologies. If we are delayed in transitioning to these technologies and other future technologies,
we could be materially adversely affected.
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Manufacturing our products involves highly complex processes that require advanced equipment. Our manufacturing efficiency is an important
factor in achieving profitability, and we cannot be sure that we will be able to maintain or increase our manufacturing efficiency to the same
extent as our competitors. For example, we continuously modify our manufacturing processes in an effort to improve yields and product
performance and decrease costs. We are continuing to transition to 65-nanometer process technology for the manufacture of some of our
products. During periods when we are implementing new process technologies, manufacturing facilities may not be fully productive. We may
fail to achieve acceptable yields or may experience product delivery delays as a result of, among other things, capacity constraints, delays in the
development of new process technologies, changes in our process technologies, upgrades or expansion of existing facilities, impurities or other
difficulties in the manufacturing process. Any of these occurrences could adversely impact our relationships with customers, cause harm to our
reputation in the marketplace, cause customers to move future business to our competitors or cause us to make financial concessions to our
customers.

Improving our manufacturing efficiency in future periods is dependent on our ability to:

� develop advanced process technologies and advanced products that utilize those technologies;

� successfully transition to advanced process technologies;

� continue to reduce test times;

� ramp product and process technology improvements rapidly and effectively to commercial volumes;

� achieve acceptable levels of manufacturing wafer output and yields, which may decrease as we implement more advanced
technologies; and

� maintain our quality controls and rely upon the quality and process controls of our suppliers.
Our ability to generate sufficient operating cash flows depends in part on maintaining our expense reduction efforts.

Our business is capital intensive and our ability to generate operating cash flows depends in large part on the maintenance of our low cost
strategy. In response to decreasing cash balances of the Predecessor prior to the Chapter 11 Cases and as part of our strategy going forward, we
intend to continue our low cost strategy, which historically included salary reductions, capital expenditure reductions, headcount freezes and
reductions, cutting research and development projects; and reducing administrative expenses. Some cost cutting activities may require initial
cost outlays before the cost reductions are realized. We cannot assure you that we will be able to achieve anticipated expense reductions. If our
expense reduction efforts are unsuccessful, our operating results and business may be materially adversely affected. Furthermore, in certain
instances our cost reductions may make it more difficult for us to succeed in the extremely competitive environment in which we operate.

Our working capital, investments and capital requirements may require us to seek additional financing, which may not be available to
us.

Our debt instruments may not be sufficient for our future working capital, investments and capital requirements. We also may not be able to
access additional financing resources due to a variety of reasons, including the restrictive covenants in the Term Loan, the Revolving Credit
Facility or the indenture that will govern the senior notes to be issued by Spansion LLC in the concurrent private placement, if consummated,
and the lack of available capital due to the tight nature of global credit markets. If our financing requirements are not met by the Term Loan and
the Revolving Credit Facility and we are unable to access additional financing, our business, operations, financial condition and cash flows will
be materially adversely affected.
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If we cannot adequately protect our technology or other intellectual property in the United States and abroad, through patents,
copyrights, trade secrets, trademarks and other measures, we may lose a competitive advantage and incur significant expenses as a
result of litigation and other claims.

We rely on a combination of protections provided by contracts, including confidentiality and non-disclosure agreements, copyrights, patents,
trademarks and common law rights, such as trade secrets, to protect our intellectual property. However, we cannot assure you that we will be
able to adequately protect our technology or other intellectual property from third-party infringement or from misappropriation in the United
States and abroad. Any patent owned or licensed by us or issued to us could be challenged, invalidated or circumvented or rights granted under
these patents or licenses may not provide a competitive advantage to us. Furthermore, patent applications that we file may not result in issuance
of a patent or, if a patent is issued, the patent may not be issued in a form that is advantageous to us. Despite our efforts to protect our intellectual
property rights, others may independently develop similar products, duplicate our products or design around our patents and other intellectual
property rights. In addition, it is difficult to monitor compliance with, and enforce, our intellectual property rights on a worldwide basis in a
cost-effective manner. Foreign laws may provide less intellectual property protection than is afforded in the United States. Our efforts to protect
our intellectual property in the United States and abroad, through lawsuits such as those that have been filed between us and Samsung, may be
time-consuming and costly. If we cannot adequately protect our technology or other intellectual property rights in the United States and abroad,
we may be materially adversely affected.

We are currently party to various lawsuits brought by third parties alleging that we infringe their intellectual property rights. In the future, third
parties may bring additional actions against us based on similar allegations. To resolve such claims, we may seek to obtain a license under the
third party�s intellectual property rights. We cannot assure you that we will be able to obtain all of the necessary licenses on satisfactory terms, if
at all. These parties have filed or may in the future file lawsuits against us seeking damages (potentially including treble damages for willful
infringement) or an injunction against the sale of our products that incorporate allegedly infringed intellectual property or against the operation
of our business as presently conducted, which could result in our having to stop the sale of some of our products, increase the costs of selling
some of our products, or cause damage to our reputation. The award of damages, including material royalty payments, or the entry of an
injunction against the manufacture and sale of some or all of our products, would have a material adverse effect on us. We could decide, in the
alternative, to redesign our products or to resort to litigation to challenge or defend such claims, either of which could be expensive and
time-consuming and may have a material adverse effect on us.

We expect to attempt to negotiate agreements and arrangements with third parties for the license of intellectual property and technology that are
important to our business. We also expect to continue to apply for new patents as our success in negotiating patent cross-license agreements with
other industry participants will depend in large part upon the strength of our patent portfolio relative to that of the third party with which we are
negotiating. If we are unable to negotiate agreements or arrangements for intellectual property, or to obtain patents, necessary for the success of
our business, we may be materially adversely affected.

We provide indemnities relating to non-infringement of patents and other intellectual property indemnities to certain of our customers in
connection with the delivery, design, manufacture and sale of our products. If we incur substantial costs in connection with any claim pursuant
to such indemnification, our business, results of operations and financial condition could be materially adversely affected.

If essential equipment or adequate supplies of satisfactory materials are not available to manufacture our products, we could be
materially adversely affected.

Our manufacturing operations depend upon obtaining deliveries of equipment and adequate supplies of materials on a timely basis. We purchase
equipment and materials from a number of suppliers. From time to time, suppliers may extend lead times, limit supply to us or increase prices
due to capacity constraints or other factors. Because the equipment that we purchase is complex, it is difficult for us to substitute one supplier for
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another or one piece of equipment for another. Some raw materials we use in the manufacture of our products are available from a limited
number of suppliers or only from a limited number of suppliers in a particular region. In addition, we purchase raw materials such as gold for
which prices on the world markets have fluctuated significantly during recent periods. Our manufacturing operations also depend upon the
quality and usability of the materials we use in our products, including raw materials and wafers we receive from our suppliers. If the materials
we receive from our suppliers do not meet our manufacturing requirements or product specifications, are not obtained in a timely manner or if
there are significant increases in costs of materials, we may be materially adversely affected.

We also rely on purchasing commercial memory die such as PSRAM from third-party suppliers to incorporate these die into multi-chip package
products. The availability of these third-party purchased commercial die is subject to market availability, and the process technology roadmaps
and manufacturing capacities of our vendors. In addition, some of our suppliers may also be our competitors. Interruption of supply from a
competitor that is a supplier or otherwise or increased demand in the industry could cause shortages and price increases in various essential
materials. If we are unable to procure these materials, or if the materials we receive from our suppliers do not meet our production requirements
or product specifications, we may have to reduce our manufacturing operations or our manufacturing yields may be adversely affected. Such a
reduction and yield issues have in the past and could in the future have a material adverse effect on us.

Costs related to defective products could have a material adverse effect on us.

One or more of our products may be found to be defective or we may initiate voluntary recalls of products after they have been shipped to
customers in volume. We generally provide a limited warranty with respect to our products. Accordingly, if we recall products or are forced to
replace defective products, the cost of product replacements or product returns may be substantial, and our reputation with our customers could
be damaged. In addition, we could incur substantial costs to implement modifications to fix defects. Any of these problems could materially
adversely affect us.

Worldwide economic and political conditions and risks may adversely affect demand for our products and have a material adverse
effect on us.

We operate in more than ten countries and we derive a majority of our net sales outside the United States. For example, a significant portion of
our planned wafer fabrication capacity for existing and future products is provided by third parties located in Japan and China, and nearly all
final test and assembly of our products is performed at our facilities in Malaysia and Thailand and by third parties in China, Taiwan and Japan.
Our business depends on the overall worldwide economic conditions and the economic and business conditions within our customers� industries.
Our business may also be affected by economic factors that are beyond our control, such as downturns in economic activity in a specific country
or region. A further weakening of the worldwide economy or the economy of individual countries or the demand for our customers� products
may cause a greater decrease in demand for our products, which could materially adversely affect us.

We could also be significantly and adversely affected by geopolitical concerns and world events, such as wars and terrorist attacks. Our net sales
and financial results have been and could be negatively affected to the extent such geopolitical concerns continue or similar events occur or are
anticipated to occur. Terrorist attacks or armed conflicts may directly impact our physical facilities or those of our suppliers or customers.
Furthermore, these attacks may make travel and the transportation of our products more difficult and more expensive, which could materially
adversely affect us.

The political and economic risks associated with our sales to, and operations in, foreign countries include:

� expropriation;

� changes in political or economic conditions;
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� compliance with U.S. and international laws involving international operations, including the Foreign Corrupt Practices Act and
export control laws;

� changes in tax laws, trade protection measures and import or export licensing requirements;

� difficulties in protecting our intellectual property;

� difficulties in achieving headcount reductions;

� changes in foreign currency exchange rates;

� restrictions on transfers of funds and other assets of our subsidiaries between jurisdictions;

� changes in freight and interest rates;

� disruption in air transportation between the location of our facilities; and

� loss or modification of exemptions for taxes and tariffs.
In particular, consequences of military action in the Middle East have in the past, and may in the future, adversely affect demand for our
products and our relationship with various third parties with which we collaborate. Our subsidiary, Spansion Israel, conducts business in Israel,
which is affected and surrounded by unstable political, economic and military conditions. We cannot predict the effect of continued or increased
violence, or the effect of military action in that region. Continued armed conflicts or political instability in the region would harm business
conditions and could adversely affect the combined company�s results of operations. Furthermore, several countries continue to restrict or ban
business with Israel and Israeli companies. These restrictive laws and policies may limit our ability to make sales in those countries, and, as a
global company, may limit our own ability to efficiently administer our worldwide resources.

More generally, any of these events could cause consumer confidence and spending to decrease or result in increased volatility in the U.S.
economy and worldwide financial markets.

Unfavorable currency exchange rate fluctuations could adversely affect us.

As a result of our foreign operations, we have sales, expenses, assets and liabilities that are denominated in Japanese yen and other foreign
currencies. For example:

� some of our costs are denominated in Japanese yen, Thai baht and Malaysian ringgit;

� sales of our products to, and purchases from, TI are denominated in both U.S. dollars and Japanese yen; and
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Consequently, movements in exchange rates could cause our net sales and expenses to fluctuate, affecting our results of operations and cash
flows. We currently have not entered into any currency hedging contracts and in the future we may not be able to enter into them on acceptable
terms, if at all.

We are subject to a variety of environmental laws that could result in liabilities.

Our properties and many aspects of our business operations are subject to various domestic and international environmental laws and
regulations, including those relating to materials used in our products and manufacturing processes; chemical use and handling; waste
minimization; discharge of pollutants into the environment; the treatment, transport, storage and disposal of solid and hazardous wastes; and
remediation of contamination. Certain of these laws and regulations require us to obtain permits for our operations, including permits related to
the discharge of air pollutants and wastewater. From time to time, our facilities are subject to investigation by governmental regulators.
Environmental compliance obligations and liability risks are inherent in many of our manufacturing and other activities. Any failure to comply
with applicable environmental laws, regulations or
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permits may subject us to a range of consequences, including fines, suspension of production, alteration of manufacturing processes, sales
limitations, and criminal and civil liabilities or other sanctions. We could also be held liable for any and all consequences arising out of exposure
to hazardous materials used, stored, released, disposed of by us or located at or under our facilities, or for other environmental or natural
resource damage. Certain environmental laws, including the U.S. Comprehensive Environmental Response, Compensation and Liability Act of
1980, or the Superfund Act, impose joint and several liability on current and previous owners or operators of real property for the cost of
removal or remediation of hazardous substances and costs related to damages to natural resources. Liability can attach even if the owner or
operator did not know of, or was not responsible for, the release of such hazardous substances. These environmental laws also can result in
liability for persons, like us, who arrange for hazardous substances to be sent to disposal or treatment facilities, in the event such facilities are
found to be contaminated. Such persons can be responsible for cleanup costs at a disposal or treatment facility, even if they never owned or
operated the contaminated facility. One of our properties is listed on the U.S. Environmental Protection Agency�s Superfund National Priorities
List. However, other parties currently are responsible for all investigation, cleanup and remediation activities. Although we have not been named
a responsible party at this site, if we were so named, costs associated with the cleanup of the site could have a material adverse effect upon us.
We have not been named a responsible party at any Superfund or other contaminated site. If we were ever so named, costs associated with the
cleanup of the site could be material. Additionally, contamination that has not yet been identified could exist at one or more of our facilities, and
identification of such contamination could have a material adverse effect on us.

Our business is subject to complex and dynamic environmental regulatory schemes. While we have budgeted for reasonably foreseeable
environmental expenditures, we cannot assure you that environmental laws will not change or become more stringent in the future. Future
environmental regulations could require us to procure expensive pollution abatement or remediation equipment; to modify product designs; or to
incur other expenses associated with compliance with such regulations. For example, the European Union and China recently began imposing
stricter requirements regarding reduced lead content in semiconductor packaging. Therefore, we cannot assure you that our costs of complying
with current and future environmental and health and safety laws, or liabilities arising from past or future releases of, or exposure to, hazardous
substances, will not have a material adverse effect on our business.

Our business, worldwide operations and the operations of our suppliers could be subject to natural disasters and other business
disruptions, which could harm our future net sales and financial condition and increase our costs and expenses.

Our worldwide operations and business could be subject to natural disasters and other business disruptions, such as a world health crisis, fire,
earthquake, tsunami, volcano eruption, flood, hurricane, power loss, power shortage, telecommunications failure or similar events, which could
harm our future net sales and financial condition and increase our costs and expenses. Our corporate headquarters are located near major
earthquake fault lines in California and TI�s wafer fabrication facilities, Fujitsu�s manufacturing facilities and Elpida�s manufacturing facilities are
located near major earthquake fault lines in Japan. Also, our assembly and test facilities located in Malaysia and Thailand and our subcontractors�
assembly and test facilities in China and other countries in Asia may be affected by tsunamis. In the event of a major earthquake or tsunami, we
could experience loss of life of our employees, destruction of facilities or other business interruptions. If such business disruptions result in
cancellations of customer orders or contribute to a general decrease in economic activity or demand for our products, or directly impact our
marketing, manufacturing, financial, and logistics functions, our results of operations and financial condition could be materially adversely
affected.

Furthermore, the operations of our suppliers could be subject to natural disasters and other business disruptions, which could cause shortages and
price increases in various essential materials, which are required to manufacture our products or commercial memory die such as PSRAMs for
incorporation into our multi-chip packages, or MCP, products. If we are unable to procure an adequate supply of materials that are required for
us to manufacture our products, or if the operations of our other suppliers of such materials are affected by an event
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that causes a significant business disruption, we may have to reduce our manufacturing operations. Such a reduction could in the future have a
material adverse effect on us.

Changes to financial accounting standards may affect our results of operations and cause us to change our business practices.

We prepare our financial statements in accordance with generally accepted accounting principles, or GAAP, in the United States. These
accounting principles are subject to interpretation by the Financial Accounting Standards Board, or FASB, the Securities and Exchange
Commission, or SEC, and various bodies formed to interpret and create appropriate accounting policies. A change in those policies or other
requirements with respect to the reporting of financial statements can have a significant effect on our reported results and may affect our
reporting of transactions completed before a change is announced.

For example, the SEC has released a proposed roadmap regarding the potential use by U.S. issuers of financial statements prepared in
accordance with International Financial Reporting Standards, or IFRS. Under the proposed roadmap, we may be required to prepare financial
statements in accordance with IFRS. The SEC announced it will make a determination in 2011 regarding the mandatory adoption of these new
standards. It is unclear at this time how the Commission will propose GAAP and IFRS be harmonized if the proposed changes are adopted. If
adopted, we will need to develop new systems and controls around IFRS principles. Since this would be a new endeavor, the specific costs
associated with this conversion is uncertain and could have a material impact on our results of operations.

AMD and Fujitsu may continue to use all of our intellectual property and the intellectual property they have transferred to us.

In connection with our reorganization as Spansion LLC in June 2003, Advanced Micro Devices, Inc., or AMD, and Fujitsu transferred
approximately 400 patents and patent applications to us. In addition, AMD and Fujitsu contributed additional patents to us at the time of our
initial public offering. However, both AMD and Fujitsu have retained license rights under the patents they contributed to us. In addition, under
their respective patent cross-license agreements with us, AMD and Fujitsu have also obtained licenses to our present and future patents with
effective filing dates prior to June 30, 2013, although the scope of patents under license can be impacted by a change in control of the parties or
their semiconductor groups. These licenses continue until the last to expire of the patents under license expires and provide AMD and Fujitsu
with licenses to all of our present and future patents in existence through such cross-license termination date. In addition, we have granted a
non-exclusive, perpetual, irrevocable fully paid and royalty-free license under our rights, other than patent and trademark rights, in our
technology to each of AMD and Fujitsu. Under our non-competition agreement, both AMD and Fujitsu have agreed that they will not directly or
indirectly engage in a business, and have agreed to divest any acquired business, that manufactures or supplies standalone semiconductor
devices (including single chip, multiple chip or system devices) containing certain Flash memory, which is the business in which we primarily
compete. With respect to each of AMD and Fujitsu, this non-competition restriction will last until May 10, 2012. After the expiration of the
non-competition restriction period, should either AMD or Fujitsu decide to re-enter the Flash memory business, it could use our present and
future patents and technologies licensed by us to AMD and Fujitsu to compete against us. If either AMD or Fujitsu were to compete with us, we
could be materially adversely affected.

Risks Related to this Offering

Our stock price may be volatile, and stockholders may lose all or part of their investment.

The market price of shares of our common stock has been volatile and may in the future be subject to wide fluctuations in response to many risk
factors listed in this section, and others beyond our control, including:

� actual or anticipated changes in our operating results;
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� changes in financial estimates by securities analysts;

� fluctuations in the valuation of companies perceived to be comparable to us;

� announcements by us or our competitors of significant acquisitions, strategic partnerships, divestitures, joint ventures or other
strategic initiatives; and

� stock price and volume fluctuations attributable to inconsistent trading volume levels or other factors.
Furthermore, the stock markets have experienced extreme price and volume fluctuations that have affected and continue to affect the market
prices of equity securities of many companies. These fluctuations often have been unrelated or disproportionate to the operating performance of
those companies. These broad market and industry fluctuations, as well as general economic, political and market conditions such as recessions,
interest rate changes or international currency fluctuations, may negatively impact the market price of shares of our common stock. In the past,
companies that have experienced volatility in the market price of their stock have been subject to securities class action litigation. We may be the
target of this type of litigation in the future. Securities litigation against us could result in substantial costs and divert our management�s attention
from other business concerns, which could materially adversely affect us.

Future sales of shares of our common stock by existing stockholders could depress the price of our common stock.

If our existing stockholders sell, or indicate an intent to sell, substantial amounts of our common stock in the public market, the trading price of
our common stock could decline significantly and could decline below the public offering price. In addition, one or more creditors that has or
will receive shares of our common stock accordance with the Plan of Reorganization in satisfaction of claims may seek to sell our common stock
in order to achieve liquidity with respect to its claims against the bankruptcy estate. Some of our creditors� claims remain under dispute.
Following the resolution or settlement of any of these claims, we will distribute shares of common stock to the applicable creditor, and the
creditor would be able to sell these shares at any time. The sale of a large number of shares by one or more of our stockholders or the
announcement of any resolution or settlement of a large claim or large share distribution to one of our former creditors could adversely affect
our stock price.

As of October 26, 2010, we estimate that approximately 27.9 million shares remain to be distributed in accordance with our Plan of
Reorganization, and all such shares will be freely tradable following their distribution unless distributed to us or one of our affiliates. We cannot
assure you as to when any of these shares will be distributed, however, we expect that:

� approximately 3.4 million of such shares to be distributed in connection with a claim by ChipMOS Technologies could be distributed
on or about November 25, 2010; and

� approximately 15.3 million of such shares to be distributed as a result of the settlement of the claim by Spansion Japan, which claim
will be purchased from Spansion Japan by Citigroup Financial Products Inc., could be distributed on or about December 9, 2010, of
which 5.3 million shares will be distributed to us, as a result of our purchase of a portion of that claim from Citigroup, and
subsequently cancelled (see �Summary -� Recent Developments�).

Based on shares outstanding as of June 27, 2010 (which includes shares that may be distributed in connection with the claims described above),
upon completion of this offering, we will have outstanding approximately 66,020,916 shares of Class A common stock, assuming no exercise of
the underwriters� overallotment option, all of which will be immediately freely tradeable, without restriction, in the public market, except for
7,833,900 shares held by our affiliates and which will be subject to a 90-day lock-up agreement with the underwriters.

Representatives of the underwriters may, in their sole discretion, release the signers of these agreements from their obligations thereunder prior
to the expiration of the lock-up agreements. In addition, as of June 27, 2010, 6,001,257 shares subject to outstanding equity awards under our
2010 Equity Incentive Plan, and 530,323 shares reserved for future issuance thereunder will become eligible for sale in the public market,
subject to
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certain legal and contractual limitations. If these additional shares are sold, or if it is perceived that they will be sold, in the public market, the
price of our common stock could decline substantially.

If we issue additional shares of common stock to raise capital, it may have a dilutive effect on your investment.

If we raise additional capital through further issuances of equity or convertible debt securities, our existing stockholders could suffer significant
dilution in their percentage ownership of us. Moreover, any new equity or equity-linked securities we issue could have rights, preferences and
privileges senior to those of holders of our common stock, including shares of common stock sold in this offering.

If securities or industry analysts cease to publish research or publish inaccurate or unfavorable research about our business, our stock
price and trading volume could decline.

The trading market for our common stock will depend in part on the research and reports that securities or industry analysts publish about us or
our business. If one or more of the analysts who cover us downgrade our stock or publish inaccurate or unfavorable research about our business,
our stock price would likely decline. If one or more of these analysts cease coverage of our company or fail to publish reports on us regularly,
demand for our stock could decrease, which might cause our stock price and trading volume to decline.

Our management will have broad discretion over the use of the proceeds we receive in this offering and might not apply the proceeds in
ways that successfully increase the value of your investment.

Our management will have broad discretion to use half of the net proceeds to us from this offering, and you will be relying on the judgment of
our management regarding the application of these proceeds. Our management might not be successful in applying the net proceeds from this
offering in ways that increase the value of your investment. We expect to use the discretionary net proceeds to us from this offering for working
capital and other general corporate purposes. We may also use a portion of the discretionary net proceeds for the acquisition of businesses,
solutions and technologies that we believe are complementary to our own, although we have no agreements or understandings with respect to
any acquisition at this time. Until we use the net proceeds to us from this offering, we plan to invest them, and these investments may not yield a
favorable rate of return. If we do not invest or apply the net proceeds from this offering in ways that enhance stockholder value, we may fail to
achieve expected financial results, which could cause our stock price to decline.

We currently do not intend to pay dividends on our common stock and, consequently, our stockholders� only opportunity to achieve a
return on their investment is through appreciation in the price of our common stock.

We currently do not plan to pay dividends on shares of our common stock for the foreseeable future and are currently prohibited from doing so
by the terms of our Term Loan and Revolving Credit Facility. Similar prohibitions will be applicable under the indenture that will govern the
senior notes to be issued by Spansion LLC in the concurrent private placement, if consummated. In addition, because we are a holding company,
our ability to pay cash dividends on shares of our common stock may be limited by restrictions on our ability to obtain sufficient funds through
dividends from our subsidiaries. Our common stock will rank junior as to payment of dividends to any series of preferred stock that we may
issue in the future. Generally, unless full dividends including any cumulative dividends still owing on all outstanding shares of any preferred
stock have been paid, no dividends will be declared or paid on our common stock. Consequently, your only opportunity to achieve a return on
your investment in our company will be if the market price of our common stock appreciates.

Any future issuance of our preferred stock could adversely affect holders of our common stock.

Our board of directors is authorized to issue shares of preferred stock without any action on the part of our stockholders. Our board of directors
also has the power, without stockholder approval, to set the terms of any
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such series of shares of preferred stock that may be issued, including voting rights, dividend rights and preferences over our common stock with
respect to dividends or if we liquidate, dissolve or wind up our business and other terms. If we issue preferred stock in the future that has
preference over our common stock with respect to the payment of dividends or upon our liquidation, dissolution or winding up of our affairs, or
if we issue preferred stock with voting rights that dilute the voting power of our common stock, the rights of holders of our common stock or the
market price of our common stock could be adversely affected.

Provisions in our corporate governance documents as well as Delaware law may delay or prevent an acquisition of us that stockholders
may consider favorable.

Our certificate of incorporation and bylaws and Delaware law contain provisions that could make it more difficult for a third party to acquire us
without the consent of our board of directors. These provisions include restrictions on the ability of our stockholders to remove directors, a
classified board of directors and limitations on action by our stockholders by written consent. In addition, our board of directors has the right to
issue preferred stock without stockholder approval, which could be used to make an acquisition of us more difficult. Although we believe these
provisions protect our stockholders from coercive or otherwise unfair takeover tactics and thereby provide for an opportunity to receive a higher
bid by requiring potential acquirers to negotiate with our board of directors, these provisions apply even if the offer may be considered beneficial
by some stockholders.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus includes forward-looking statements. We have based these forward-looking statements largely on our current expectations and
projections about future events and financial trends affecting the financial condition of our business. Forward-looking statements should not be
read as a guarantee of future performance or results, and will not necessarily be accurate indications of the times at, or by, which such
performance or results will be achieved. Forward-looking statements are based on information available at the time those statements are made
and/or management�s good faith belief as of that time with respect to future events, and are subject to risks and uncertainties that could cause
actual performance or results to differ materially from those expressed in or suggested by the forward-looking statements. Important factors that
could cause such differences include, but are not limited to:

� our ability to successfully transform our business and implement our new business strategy;

� the impact of the current economic climate on our business;

� the rate of growth in the industries into which our products are sold;

� our ability to maintain or increase our average selling price and lower our average costs;

� the accuracy of our forecasts of customer demand for our products;

� our ability to attract new customers;

� the continued ability of FSL to distribute our products in Japan;

� our ability to successfully enter new markets and manage our international expansion;

� the impact of fluctuations in currency exchange rates;

� the effects of increased competition or new memory or other technologies on our business;

� our ability to successfully develop new applications and markets for our products;

� our ability to maintain manufacturing efficiency;

� our ability to protect our intellectual property;
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� costs associated with defending intellectual property infringement and other claims;

� the availability of adequate supplies of satisfactory materials essential to manufacture our products;

� the effects of natural or man-made catastrophic events; and

� other risk factors included under �Risk Factors� in this prospectus.
In addition, in this prospectus, the words �believe,� �may,� �will,� �estimate,� �continue,� �anticipate,� �intend,� �expect,� �predict,� �potential� and similar
expressions, as they relate to our company, our business and our management, are intended to identify forward-looking statements. In light of
these risks and uncertainties, the forward-looking events and circumstances discussed in this prospectus may not occur and actual results could
differ materially from those anticipated or implied in the forward-looking statements.

Forward-looking statements speak only as of the date of this prospectus. You should not put undue reliance on any forward-looking statements.
We assume no obligation to update forward-looking statements to reflect actual results, changes in assumptions or changes in other factors
affecting forward-looking information, except to the extent required by applicable laws. If we update one or more forward-looking statements,
no inference should be drawn that we will make additional updates with respect to those or other forward-looking statements.
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USE OF PROCEEDS

We estimate that the net proceeds to us from the sale of the shares of common stock offered by us will be approximately $117.2 million (or
approximately $135.0 million if the underwriters� overallotment option is exercised in full) based on an assumed public offering price of $18.54
per share and after deducting underwriting discounts and commissions and estimated offering expenses payable by us.

We are currently negotiating with the lenders under the Term Loan to modify certain terms of the Term Loan, one of which is a waiver to the
requirement that we use 50% of the net proceeds from this offering to pay down the Term Loan. If we obtain this waiver, we intend to use the
net proceeds from this offering for general corporate purposes, including working capital, sales and marketing activities, general and
administrative matters and capital expenditures. We may also use a portion of the remaining net proceeds for the acquisition of, or investment in,
technologies, solutions or businesses that complement our business. We have no present understandings, commitments or agreements to enter
into any acquisitions or investments. Our management will have broad discretion over the uses of the discretionary portion of the net proceeds
from this offering. Pending these uses, we intend to invest the net proceeds from this offering in short-term, investment-grade interest-bearing
securities such as money market accounts, certificates of deposit, commercial paper and guaranteed obligations of the U.S. government. We
cannot predict whether the proceeds invested will yield a favorable return.

Concurrently with this offering, Spansion LLC intends to issue $200 million aggregate principal amount of senior unsecured notes in a private
placement and apply all of the net proceeds from the sale of the notes to pay down amounts outstanding under our Term Loan. The
consummation of the notes private placement is conditioned upon either (a) obtaining the necessary approvals and consents from the Required
Lenders under each of the Term Loan and the Revolving Credit Facility or (b) the full repayment and termination of the Term Loan and
Revolving Credit Facility, in each case in accordance with its terms. The consummation of the notes private placement and the offering of
common stock hereby will not be contingent upon the completion of each other.

The Term Loan is a five-year senior secured loan agreement of $450 million that matures on February 8, 2015. Interest on the Term Loan
accrues at a rate per annum, reset quarterly, equal to the London Interbank Offered Rate, or LIBOR, but in any case not less than 2.00 percent,
plus 5.50 percent. As of June 27, 2010, the interest rate on the Term Loan was 7.50 percent. Proceeds of the Term Loan, together with cash on
hand and the proceeds from the rights offering, or Rights Offering, that we conducted in early 2010 were used to discharge in full the claims of
the holders of our Senior Secured Floating Rate Notes, other administrative expense claims and priority claims and the fees and expenses related
to the Term Loan, the Revolving Credit Facility and the Rights Offering, in each case in accordance with the Plan of Reorganization.

DIVIDEND POLICY

We have never paid any cash dividends on our common stock and have no present plans to do so. We expect to retain our future earnings, if any,
for use in the operation and expansion of our business. The terms of our Term Loan and Revolving Credit Facility limit our ability to pay cash
dividends on any shares of our common stock. Similar prohibitions will be applicable under the indenture that will govern the notes to be issued
by Spansion LLC in the concurrent private placement, if consummated. In addition, because we are a holding company, our ability to pay cash
dividends on shares of our common stock may be limited by restrictions on our ability to obtain sufficient funds through dividends from our
subsidiaries, including the restrictions under our Term Loan and Revolving Credit Facility. Subject to the foregoing, the payment of cash
dividends in the future, if any, will be at the discretion of our board of directors and will depend upon such factors as our earnings levels, capital
requirements, overall financial condition and any other factors deemed relevant by our board.
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MARKET PRICE OF COMMON STOCK

Pursuant to the Plan of Reorganization, all outstanding shares of our Class A common stock outstanding prior to the Emergence Date were
cancelled effective May 10, 2010. Our new Class A common stock issued in accordance with the Plan of Reorganization was initially listed on
the NYSE Amex LLC from May 18, 2010 to June 23, 2010. On June 23, 2010, the Class A common stock was transferred from the NYSE
Amex to The New York Stock Exchange, or NYSE, under the symbol �CODE.� The following table sets forth the high and low sales prices of our
new Class A common stock per share, as reported by the NYSE Amex and the NYSE, as applicable.

High Low
Fiscal Year Ending December 26, 2010
Second Quarter (from May 18, 2010) $ 20.00 $ 15.12
Third Quarter $ 17.96 $ 13.73
Fourth Quarter (through October 27, 2010) $ 19.94 $ 15.12
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CAPITALIZATION

The following table sets forth our cash, cash equivalents and short-term investments and capitalization as of June 27, 2010:

� on an actual basis;

� on an adjusted basis, giving effect to the sale by us of 6,750,000 shares of Class A common stock, at an assumed public offering
price of $18.54 per share, and our application of the estimated net proceeds from this offering as described in �Use of Proceeds�; and

� on an as further adjusted basis to give further effect to the concurrent private placement of senior notes by Spansion LLC assuming
the sale of the notes is completed and the net proceeds therefrom are applied as described in �Use of Proceeds�.

You should read this table together with the information under �Selected Historical Consolidated Financial Data,� �Management�s Discussion and
Analysis of Financial Condition and Results of Operations� and �Description of Capital Stock,� and with our consolidated financial statements and
related notes included elsewhere in this prospectus.

As of June 27, 2010

Actual

As adjusted
for this

offering 

As further adjusted
for the private
placement of

senior
notes

(Unaudited)
(in thousands, except share and per share data)

Cash and cash equivalents and short-term investments $ 280,030 $ 397,192 $ 395,239

Total long-term debt and capital lease obligations, net of current portion $ 461,531 $ 461,531 $ 466,231

Stockholders� equity:
Preferred stock, par value $0.001 per share, 50,000,000 authorized, no shares
issued and outstanding, actual and as adjusted �  �  �  
Class A common stock, par value $0.001 per share, 150,000,000 shares
authorized; 59,270,916 shares issued and outstanding, actual; 66,020,916
shares issued and outstanding, as adjusted(1) 59 66 66
Class B common stock, $0.001 par value per share, 1 share authorized, 1 share
issued and outstanding, actual and as adjusted(2) �  �  �  
Additional paid-in capital 675,886 793,041 793,041
Accumulated deficit (18,214) (18,214) (20,167) 
Accumulated other comprehensive income 225 225 225
Total stockholders� equity $ 657,956 $ 775,118 $ 773,165

Total capitalization $ 1,119,487 $ 1,236,649 $ 1,239,396

(1) Outstanding shares of Class A common stock information set forth above excludes:
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(a) 3,031,436 shares of Class A common stock issuable upon the exercise of stock options outstanding as of June 27, 2010 at a weighted
average exercise price of $10.51 per share;

(b) 2,969,821 shares of Class A common stock issuable upon the vesting of restricted stock units outstanding as of June 27, 2010; and
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(c) an aggregate of 530,323 additional shares of Class A common stock reserved for issuance under our equity incentive plans.

(2) The one share of Class B common stock entitles the holder, acting as a separate class, to vote for up to two directors to serve on our Board
of Directors. See �Description of Capital Stock.�
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA

The following tables present our summary historical consolidated financial and other data for our business for the periods indicated. We derived
the consolidated statements of operations data for the years ended December 30, 2007, December 28, 2008 and December 27, 2009 and the
consolidated balance sheet data as of December 28, 2008 and December 27, 2009 from our audited consolidated financial statements included
elsewhere in this prospectus. We derived the consolidated statements of operations data for the years ended December 25, 2005 and
December 31, 2006 and the consolidated balance sheet data as of December 25, 2005, December 31, 2006 and December 30, 2007 from our
audited consolidated financial statements not included in this prospectus. Fiscal 2005, 2007, 2008 and 2009 each consisted of 52 weeks. Fiscal
2006 consisted of 53 weeks.

We derived the condensed consolidated statements of operations data for the six months ended June 27, 2010 and June 29, 2009 and the
condensed consolidated balance sheet data as of June 27, 2010 from our unaudited consolidated financial statements included elsewhere in this
prospectus. The condensed consolidated balance sheet data as of June 29, 2009 is derived from our unaudited consolidated financial statements
not included in this prospectus. The six months ended June 27, 2010 and June 29, 2009 each consisted of 26 weeks.

Our historical results are not necessarily indicative of the results to be expected in the future, and the results for the six months ended June 27,
2010 should not be considered indicative of results to be expected for the full fiscal year. Upon emergence from the Chapter 11 Cases on
May 10, 2010, we adopted fresh start accounting as prescribed under Accounting Standards Codification (ASC) 852 Reorganizations, which
requires us to revalue our assets and liabilities to their related fair values. As such, we adjusted our stockholders� deficit to equal the
reorganization value at the emergence date. Items such as accumulated depreciation, accumulated deficit, accumulated other comprehensive
income (loss) and allowances for doubtful debt were reset to zero. We allocated the reorganization value to the individual assets and liabilities
based on their estimated fair values. Items such as accounts receivable, auction rate securities and cash, whose fair values approximated their
book values, reflected values similar to those reported prior to emergence. Items such as prepaid and other current assets, inventory, property,
plant and equipment, deferred income tax asset and liability, accounts payable, income tax payable, and deferred income were significantly
adjusted from amounts previously reported. Because we adopted fresh start accounting at emergence and because of the significance of liabilities
subject to compromise that were relieved upon emergence, the historical financial statements of the Predecessor and the financial statements of
the Successor are not comparable. Refer to the Notes to our financial statements included in this prospectus for further details relating to fresh
start accounting.

You should read this summary financial data in conjunction with �Management�s Discussion and Analysis of Financial Condition and Results of
Operations� and our consolidated financial statements and related notes, all included elsewhere in this prospectus.
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Six Months Ended
June 27, 2010

Successor(1) Predecessor(1) Predecessor(1)

Period from
May 11,

2010
to

June 27, 2010

Period from
December 28,

2009 to
May 10, 2010

Six Months
Ended

June 28, 2009

Year Ended
December 27,

2009

Year Ended
December 28,

2008(2)

Year Ended
December 30,

2007(2)

Year Ended
December 31,

2006(2)

Year Ended
December 25,

2005
Consolidated
Statements of
Operations:
(in thousands, except per
share amounts)
Net sales $ 124,569 $ 324,914 $ 630,000 $ 1,059,408 $ 1,630,573 $ 1,627,253 $ 1,310,479 $ �  
Net sales to related
parties/members 4,801 78,705 145,929 351,245 651,230 873,560 1,268,795 2,002,805

Total net sales 129,370 403,619 775,929 1,410,653 2,281,803 2,500,813 2,579,274 2,002,805
Cost of sales 111,413 274,817 663,301 1,103,757 2,193,345 2,065,143 2,063,639 1,809,929

Gross profit 17,957 128,802 112,628 306,896 88,458 435,670 515,635 192,876

Research and
development 13,420 35,068 82,635 136,449 431,808 436,785 342,033 292,926
Sales, general and
administrative 18,259 68,105 137,817 216,298 253,878 239,317 264,358 184,833
In-process research and
development �  �  �  �  10,800 �  �  �  
Restructuring charges
(credits) �  (2,772) 38,154 46,852 11,161 �  �  �  
Asset impairment
charges(3) �  �  �  12,538 1,652,622 �  �  �  

Operating loss before
reorganization items (13,722) 28,401 (145,978) (105,241) (2,271,811) (240,432) (90,756) (284,883) 
Interest and other income
(expense), net 364 (2,904) 2,396 4,038 5,200 32,595 11,681 3,173
Interest expense(4) (4,877) (30,573) (33,678) (50,976) (105,536) (87,460) (74,156) (45,032) 
Gain on deconsolidation
of subsidiary(5) �  �  30,100 30,100 �  �  �  �  

Income (loss) before
reorganization items and
income taxes (18,235) (5,076) (147,160) (122,079) (2,372,147) (295,297) (153,231) (326,742) 
Reorganization items �  370,340 (372,299) (391,383) �  �  �  �  

Income (loss) before
income taxes (18,235) 365,264 (519,459) (513,462) (2,372,147) (295,297) (153,231) (326,742) 
Benefit from (provision
for) income taxes(6) 21 (1,640) (429) (597) (62,865) 25,144 2,215 22,626

Net income (loss) $ (18,214) $ 363,624 $ (519,888) $ (514,059) $ (2,435,012) $ (270,153) $ (151,016) $ (304,116) 
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Net income (loss) per
share
Basic $ (0.31) $ 2.24 $ (3.22) $ (3.18) $ (15.69) $ (2.00) $ (1.17) $ (4.15) 

Diluted(7) $ (0.31) $ 2.24 $ (3.22) $ (3.18) $ (15.69) $ (2.00) $ (1.17) $ (4.15) 

Shares used in per share
calculation:
Basic 59,271 162,439 161,530 161,847 155,162 134,924 128,965 73,311

Diluted(7) 59,271 162,610 161,530 161,847 155,162 134,924 128,965 73,311
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Successor(1) Predecessor(1)

June 27,
2010

December 27,
2009

December 
28,

2008(1)

December 
30,

2007(1)

December 
31,

2006(1)
December 25,

2005
Consolidated Balance Sheet:
(in thousands)
Working capital (deficit) $ 384,265 $ 553,023 $ (1,183,337) $ 592,518 $ 1,085,027 $ 881,902
Total assets 1,467,269 1,437,977 1,773,872 3,813,863 3,547,726 3,301,965
Long-term debt and capital lease
obligations, including current
portion, short term note, and notes
payable to banks under revolving
loans 461,531 64,150 1,442,782 1,294,189 1,004,036 759,613
Liabilities subject to compromise �  987,127 �  �  �  �  
Total stockholders� equity (deficit) 657,956 (857,693) (450,647) 1,737,810 1,957,780 1,921,977

(1) Successor refers to Spansion and its consolidated subsidiaries after the Emergence Date, after giving effect to: (i) the cancellation of shares
of our Class A common stock issued prior to the Emergence Date, or the Old Common Stock; (ii) the issuance of shares of New Common
Stock, and settlement of existing debt and other adjustments in accordance with the Plan of Reorganization; and (iii) the application of fresh
start accounting. Predecessor refers to Spansion and its consolidated subsidiaries up to the Emergence Date.

(2) Statement of operations and balance sheet data for these periods have been adjusted to reflect the change in accounting for our
Exchangeable Senior Subordinated Debentures. See �Management�s Discussion and Analysis of Financial Condition and Results of
Operations�Adoption of New Accounting Pronouncements�Accounting for Convertible Debt Instruments.�

(3) The asset impairment charge for fiscal 2009 includes pre-tax impairment on an equity investment and loan to an investee. The asset
impairment charge for fiscal 2008 includes pre-tax impairment related to long-lived assets held for use of $1.6 billion, and impairment
related to goodwill and intangible assets of $20.8 million and $53.5 million, respectively.

(4) Contractual interest expense for the year ended December 27, 2009 and six months ended June 28, 2009 was $89.4 million and $48.0
million, respectively.

(5) The gain on deconsolidation of subsidiary represents the difference between the carrying value of our investment in and receivables from
Spansion Japan immediately before its deconsolidation in March 2009 and the estimated fair value of our retained non-controlling interest in
Spansion Japan, which was zero then and as of December 27, 2009. See �Management�s Discussion and Analysis of Financial Condition and
Results of Operations�Creditor Protection Proceedings Background� for further details regarding the deconsolidation of Spansion Japan.

(6) The provision for income taxes in fiscal 2009 includes a decrease of $457.9 million in valuation allowances against deferred tax assets in
Spansion Japan resulting from the deconsolidation of Spansion Japan in March 2009. However, the decrease in the amount of deferred tax
assets had no impact on the provision for income taxes since the deferred tax assets had a full valuation allowance. The provision for income
taxes in fiscal 2008 includes an increase of $462.6 million in valuation allowances against deferred tax assets in Spansion Japan. This
increase occurred because we did not believe it was more likely than not that these deferred tax assets would be realized in these
jurisdictions. The increase in valuation allowance resulted in a $64.5 million income tax expense associated with deferred tax assets of
Spansion Japan.

(7) Diluted net loss per share is computed using the weighted-average number of common shares and excludes potential common shares, as
their effect is anti-dilutive.

34

Edgar Filing: Spansion Inc. - Form S-1/A

Table of Contents 52



Table of Contents

MANAGEMENT�S DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion of our financial condition and results of operations should be read in conjunction with the consolidated financial
statements and related notes included elsewhere in this prospectus. The following discussion contains forward-looking statements based on
current expectations that involve risks and uncertainties. Our actual results may differ materially from those anticipated in these
forward-looking statements as a result of various factors, including those set forth under �Risk Factors� or elsewhere in this prospectus. See
the disclosure in �Special Note Regarding Forward-Looking Statements� elsewhere in this prospectus.

Overview

We are a leading designer, manufacturer and developer of Flash memory semiconductors. We are focused on the embedded Flash market
providing our solutions to more than 4,000 customers worldwide. Our Flash memory devices primarily store data and code for microprocessors,
controllers and other programmable semiconductors which run the applications in a broad range of electronics systems. These systems include
computing and communications, automotive and industrial, consumer and gaming, wireless and machine-to-machine, or M2M, devices. In
addition to Flash memory semiconductor products, we assist our customers in developing and prototyping their designs by providing software
and hardware development tools, drivers and simulation models for system-level integration.

We are headquartered in Sunnyvale, California, with research and development, manufacturing, assembly and sales operations in the United
States, Asia, Europe and the Middle East. The history of our company, and key milestones in our development are as follows:

� In 1993, we were organized as a Flash memory manufacturing joint venture of Advanced Micro Devices, Inc., or AMD, and Fujitsu
Limited, or Fujitsu, named Fujitsu AMD Semiconductor Limited, or FASL.

� In 2003, AMD and Fujitsu reorganized the business as a standalone Flash memory company called FASL LLC, later renamed
Spansion LLC, by integrating the manufacturing joint venture with other Flash memory assets of AMD and Fujitsu.

� In December 2005, we reorganized from Spansion LLC into Spansion Inc., a Delaware corporation, and completed a $500 million
initial public offering of our common stock.

� In March 2008, we completed the acquisition of Saifun Semiconductor Ltd., or Saifun, a provider of intellectual property solutions
for non-volatile memory, or NVM. Prior to the acquisition, Saifun had licensed its intellectual property to semiconductor
manufacturers that use this technology to develop and manufacture a variety of stand-alone and embedded NVM products.

� In 2007 and 2008, a series of events including steep average selling price, or ASP, declines, incursion of NAND into the cell phone
market, difficulty in ramping production of newer technology products, depressed cash flow from operations, continued large capital
expenditure requirements associated with our wafer fabrication facilities, or fabs, loss of liquidity in our investment in auction rate
securities and ultimately the contraction of available credit led to a drain on our liquidity.

� On March 1, 2009, we filed a voluntary petition for relief under the Chapter 11 Cases. On February 10, 2009, Spansion Japan
Limited, a wholly-owned subsidiary of Spansion LLC, filed a proceeding under the Corporate Reorganization Law of Japan. As we
no longer controlled Spansion Japan, we deconsolidated the financial results of Spansion Japan effective March 2009.
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� On April 16, 2010, we received confirmation of the Plan of Reorganization from the U.S. Bankruptcy Court and on May 10, 2010,
we emerged from the Chapter 11 Cases.

� On May 17, 2010, our common stock began trading on NYSE AMEX, and on June 23, 2010, our listing was transferred to the New
York Stock Exchange.

35

Edgar Filing: Spansion Inc. - Form S-1/A

Table of Contents 54



Table of Contents

For fiscal 2009, our total net sales were approximately $1.4 billion as compared with total net sales of approximately $2.3 billion for fiscal 2008.
For the six months ended June 27, 2010, total net sales were approximately $533 million. The decrease in net sales was primarily attributable to
our decision to exit a large portion of the wireless market, as well as a reduction in market share resulting from being in the Chapter 11 Cases for
approximately 14 months. There can be no assurance as to whether or how long it may take to regain all or any portion of that lost market share.

We have a highly diversified customer base with over 4,000 customers. We serve our customers worldwide directly or through our distributors
who buy products from us and resell them to OEMs and original design manufacturers, or ODMs, either directly or through distributors. No
OEM, ODM or contract manufacturer accounted for more than 10 percent of our net sales for fiscal 2009 or the first six months of 2010.

Corporate Reorganization Program

Beginning in March 2009, we began a substantial reorganization of the company to better align our operations with the business environment.
The key components of this reorganization were:

New Management Team. In early 2009, we began revamping our management team to execute on a new vision for the company. Our new
senior management team has substantial industry experience. John H. Kispert joined us as President and Chief Executive Officer with 15 years
experience in the semiconductor industry, with a broad-based background spanning executive, financial and operational roles. Randy W. Furr
joined us as Executive Vice President and Chief Financial Officer with 25 years experience in the technology sector, with a background as a
financial and operations executive.

Operational Streamlining. We have significantly reduced our overall headcount by reducing corporate redundancy, outsourcing certain
functions, exiting unprofitable businesses and leveraging our human resources more effectively. In 2008, our total headcount globally was 8,700.
As of June 27, 2010, our total headcount was 3,333. In the future, we will seek to opportunistically outsource or relocate business functions
when it can be cost effective to do so. We also significantly curtailed research and development expenses, from $431.8 million, or approximately
19 percent of net sales, in fiscal 2008 to $136.4 million, or approximately 10 percent of net sales, in fiscal 2009, as we intend to focus on
leveraging our previous investment in process technologies.

Focus on Embedded Solutions. Historically, we addressed both the wireless and embedded portions of the NOR Flash memory market. During
the first quarter of 2009, we changed our strategy to focus on delivering solutions to our embedded customers and to selectively engage in
portions of the wireless market where we can do so advantageously. As part of our reorganization, we also chose to increase our strategic focus
on customer service and quality through our application specific software and solutions. As such, we expect net sales derived from wireless
customers to remain significantly below the levels we experienced before the decision to refocus our business.

Flexible Manufacturing Strategy. We have significantly reduced the total amount of manufacturing assets that we control and own. In 2008, we
owned and operated three fabs worldwide. As of June 30, 2010, we own and operate one fab, located in Austin, Texas. We consider
manufacturing process technology to be one of our core competencies and we believe we are able to port that technology to manufacturing
partners for a portion of our wafer supply without sacrificing the quality of our products, substantially increasing supply lead times or
significantly increasing cost. We currently have manufacturing relationships with third party manufacturers, including Elpida, Fujitsu, SMIC and
Texas Instruments.

In the second quarter of 2010, we delivered sequential quarterly revenue growth after adjusting for the write off of deferred revenue as part of
fresh start accounting. These results were driven by increasing unit demand in our broad-based embedded Flash business, as well as increasingly
stable ASPs. We continuously evaluate our business, measure the performance of our business model, identify trends impacting our business,
determine resource allocations, formulate financial projections and make strategic business decisions. Measures which we
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believe are key indicators of our performance include product design activity, average density of product sold, ASP per unit, yield and gross
margin. We also track design wins with existing and new customers as an indicator of future sales.

Factors Affecting Our Performance

Declining ASPs. Historically, the selling prices of our products have decreased during the products� lifetime. When our selling prices decline, our
net sales and gross margins also decline unless we are able to compensate by selling more units thereby reducing our manufacturing costs per
product or introducing and selling new, higher margin products with higher densities and/or advanced features. As part of our reorganization, we
have maintained a narrow focus on embedded NOR Flash memory products.

Reliance on Third-Party Manufacturers. As we move to a flexible and cost-efficient manufacturing strategy, we plan to obtain foundry,
subcontractor and other arrangements with third party manufacturers to meet demand. If these manufacturers are not able to meet our near-term
or long-term manufacturing requirements or not able to attain qualification in time from our customers, we may be unable to fulfill our orders
thereby losing customers and adversely affecting our business.

Legal Expenses. We continue to encounter legal expenses substantially due to increased litigation and, to a lesser extent, continued expenses
related to the Chapter 11 Cases and the corporate reorganization proceeding of Spansion Japan, which, together with the Chapter 11 Cases, we
refer to in this prospectus as the Creditor Protection Proceedings. These events have impacted and will continue to impact our results of
operations. For example, in each of the first two quarters of fiscal 2010, we incurred significant legal expenses, such as $9.7 million and $4.6
million of legal expenses related to our Samsung cases.

Circumstances Leading to the Commencement of Creditor Protection Proceedings in 2009

A variety of external economic factors contributed to the decline in our operating performance prior to our seeking relief under the Chapter 11
Cases, such as persistent oversupply in the Flash memory industry compounded by the global economic recession, which significantly reduced
demand for our products beginning in the fourth quarter of 2008 and continues to negatively impact demand. These two factors were further
complicated by our inability to obtain the additional external financing necessary to meet capital expenditure needs and operational costs in a
market characterized by swift technological advances and constantly changing manufacturing processes.

Our strategy was historically based on aggressive revenue and market share growth, leveraging advanced technology, and low cost, high-volume
manufacturing. In our 2006 long range planning cycle, forecasted revenue growth supported the construction of a $1.2 billion advanced wafer
fabrication facility called SP1. Debt financing was arranged and construction on SP1 commenced in early 2007.

Although we continued to increase our NOR memory market segment share, steep ASP declines during the first half of 2007 negatively affected
revenue and operating cash flow. At that time, we anticipated an improvement in the market environment for the second half of 2007 and
aggressively continued the construction of SP1 and incurred associated capital expenditures with the ultimate goal of significant cost reductions
that would enhance our competitive position.

During the second half of 2007, the ASP environment stabilized relative to earlier in the year. However, we faced customer qualification issues
resulting in a shortfall of anticipated revenue and increased inventory levels which contributed to our failure to meet financial performance
targets in the second half of 2007. For fiscal 2007, cash flow from operations was $216.3 million, which was significantly lower than
anticipated. Driven by the facilitization of SP1 and investments in our research and development facilities, our capital spending in 2007 was
approximately $1.1 billion.
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Our 2008 operating plan included capital expenditures of approximately $535.0 million, of which approximately 80 percent was expected to
occur in the first half of the year in order to complete the phase 1 facilitization of SP1. Upon completion of the first phase, SP1 was anticipated
to generate approximately $300 million in revenue in 2008.

In the first quarter of 2008, we lost liquidity in our investment in $121.9 million of AAA/Aaa-rated auction rate securities, or ARS, because the
auctions in which these ARS were traded failed. Throughout the second and third quarters of 2008, the credit markets continued to deteriorate
and we intensified our cash management efforts. Operationally, the ramp-up of SP1 was delayed due to slower than expected customer
qualifications and a sharp decline in the Japanese wireless market. In the third quarter of 2008, we engaged investment bankers and capital
restructuring advisors to evaluate the situation and to accelerate plans to improve liquidity. Multiple initiatives were launched and/or accelerated,
including efforts to sell production facilities, raise capital and seek liquidity options for the ARS.

In the fourth quarter of 2008, the macroeconomic environment deteriorated significantly, causing a sharp decline in worldwide demand for
consumer goods, and consequently a sharp reduction of demand for our products. Furthermore, continued tightening of credit availability and
general market liquidity initiatives curtailed our ability to execute the liquidity initiatives launched in the third quarter of 2008. As these events
unfolded, we intensified our strategic restructuring efforts to include, among other things, pursuing a potential sale of some or all of our assets.
The sharp decline in demand, coupled with our inability to execute liquidity initiatives limited our ability to generate sufficient funding for our
operations and meet our debt servicing requirements, ultimately leading to the Creditor Protection Proceedings.

Creditor Protection Proceedings Background

On March 1, 2009, Spansion Inc., Spansion LLC, Spansion Technology LLC, Spansion International, Inc., and Cerium Laboratories LLC, or,
collectively, the Debtors, each filed a voluntary petition for relief under Chapter 11 of the U.S. Bankruptcy Code in the U.S. Bankruptcy Court
for the District of Delaware, or the Chapter 11 Cases.

Prior to the Debtors� filing of the Chapter 11 Cases, on February 10, 2009, Spansion Japan Limited, a wholly-owned subsidiary of Spansion LLC,
filed a proceeding under the Corporate Reorganization Law of Japan, or the Spansion Japan Proceeding, to obtain protection from Spansion
Japan�s creditors. On March 3, 2009 the Tokyo District Court approved the filing of the Spansion Japan Proceeding and appointed the incumbent
representative director of Spansion Japan as trustee. As a result, we no longer controlled Spansion Japan despite our 100 percent equity
ownership interest and, effective March 3, 2009, we deconsolidated Spansion Japan and have accounted for our interest in Spansion Japan as a
cost basis investment.

In this prospectus, we refer to the Chapter 11 Cases and the Spansion Japan Proceeding collectively as the �Creditor Protection Proceedings.�

Upon emergence from the Chapter 11 Cases on May 10, 2010, or the Emergence Date, we adopted fresh start accounting in accordance with
Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 852 �Reorganizations.� The adoption of fresh start
accounting results in our becoming a new entity for financial reporting purposes. Accordingly, our condensed consolidated financial statements
on or after May 10, 2010 are not comparable to our condensed consolidated financial statements prior to that date.

We qualified for fresh start accounting, in accordance with ASC 852, due to:

� the reorganization value of the Debtors� assets immediately before the date of confirmation being less than the total of all their
post-petition liabilities and allowed claims; and

� holders of existing voting shares immediately before confirmation receiving less than 50 percent of the voting shares of the
post-emerged company.
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Reorganization value is the value attributed to the reorganized entity, in addition to the expected net realizable value of those assets that will be
disposed of before reorganization occurs. This reorganization value is viewed as the fair value of the entity before considering liabilities and
approximates the amount a willing buyer would pay for the assets of the entity immediately after the reorganization. Reorganization value is
generally determined by discounting future cash flows. Immediately prior to the Emergence Date, the Debtors� reorganization value of $1.2
billion was less than the sum of post-petition liabilities of $617 million and allowed claims of $939 million.

Also, holders of Class A common stock outstanding prior to the Emergence Date, or Old Common Stock, did not receive any consideration for
their shares nor any predetermined allocation of Class A common stock of the Successor, or New Common Stock. Holders of New Common
Stock issued by the Successor after the Emergence Date primarily include unsecured creditors who have received or will receive shares of New
Common Stock in settlement of their allowed claims, and participants in a rights offering that we conducted in February 2010, as described
below under �Effectiveness of the Plan of Reorganization and Exit Financing.�

Effectiveness of the Plan of Reorganization and Exit Financing

Under the Plan of Reorganization, most holders of allowed general, unsecured claims against the Predecessor received or will receive New
Common Stock in satisfaction of their claims. Holders of allowed general, unsecured claims subject to a low payout threshold received cash in
satisfaction of their claims. Holders of Senior Secured Floating Rate Notes, or FRNs, received cash of approximately $638 million to fully
discharge their claims. The $638 million was primarily provided by the exit financing discussed below.

Pursuant to the Plan of Reorganization, the holders of allowed claims were offered the right to purchase a total of 12,974,496 shares of New
Common Stock upon emergence from the Chapter 11 Cases at a price of $8.43 per share. The number of shares available to each eligible
claimant was based on each claimant�s proportionate allowed claim. In connection with this rights offering, or the Rights Offering, we entered
into a Backstop Rights Purchase Agreement with Silver Lake Sumeru Fund, L.P., or Silver Lake, whereby Silver Lake committed to purchase
the remaining balance of Rights Offering shares not otherwise subscribed for by the Rights Offering participants. Based on the agreement, Silver
Lake purchased 3,402,704 shares of New Common Stock that had not been subscribed for by the Rights Offering participants. As of May 10,
2010, we had received net proceeds of approximately $104.9 million through the Rights Offering that was used in full to partially discharge the
FRN claims.

On February 9, 2010, we closed a five-year senior secured loan agreement, or the Term Loan, of $450 million with a group of lenders. The
proceeds of the Term Loan, together with cash proceeds from other sources of cash available to us, were used in full to partially discharge the
remaining balance of the FRN claims.

On May 10, 2010, we entered into a senior revolving credit facility agreement with Bank of America and other financial institutions, or the
Revolving Credit Facility, in an aggregate amount of up to $65 million to fund bankruptcy related expenses and ongoing working capital. As of
June 27, 2010, we had not drawn under this facility.

The Plan of Reorganization contemplates the distribution of 65.8 million shares of New Common Stock, consisting of: (i) 46,247,760 shares to
holders of allowed general, unsecured claims; (ii) 12,974,496 shares to subscribers of the Rights Offering; and (iii) 6,580,240 shares reserved for
issuance to eligible employees in connection with grants of stock options and restricted stock units (RSUs) under our new 2010 Equity Incentive
Award Plan, or 2010 Plan. As of June 27, 2010, 6,049,917 stock options and RSUs under the 2010 Plan had been granted to our employees and
530,323 shares were eligible for future grants.

In accordance with the Plan of Reorganization, holders of Old Common Stock, or stock options exercisable for Old Common Stock and RSUs
which convert into Old Common Stock, outstanding as of May 10, 2010 did not receive any distributions, and their equity interests were
cancelled on May 10, 2010.
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Spansion Japan Matters

Until May 24, 2010, Spansion Japan continued in its historical role as a distributor of our products in Japan. Effective May 24, 2010, we
purchased the distribution business from Spansion Japan and since that time, we have been distributing our products in Japan through our newly
formed, wholly owned subsidiary, Nihon Spansion Limited, or NSL. Effective June 27, 2010, Spansion Japan�s Plan of Reorganization, or POR,
was confirmed by the Tokyo District Court. The POR provides for Spansion Japan to redeem shares held by its shareholders without
consideration, cancel such shares and issue new shares to unsecured creditors. According to the POR, the redemption, cancellation and new
issuance is scheduled to take place at the end of September 2010. Until that time, we will continue to be the 100 percent equity owner of
Spansion Japan. However, since we have not controlled Spansion Japan despite our equity ownership interest since March 3, 2009, we continue
to account for our interest in Spansion Japan as a cost basis investment.

Ongoing Chapter 11 Matters�Resolution of Outstanding Claims

Pursuant to the Plan of Reorganization, a claims agent was appointed to analyze and, at the claims agent�s discretion, contest outstanding
disputed claims amounting to $1.5 billion as of the Emergence Date, which included the $936 million general unsecured proof of claim filed by
Spansion Japan as a result of the November 19, 2009 foundry agreement rejection order. We accrued our best estimate of the liability which is
included in the $939 million of liabilities subject to compromise as of the Emergence Date. Since these claims are being handled by the claims
agent and are under the jurisdiction of the U.S. Bankruptcy Court, the sole recourse of persons asserting these claims is to receive shares
reserved under the Plan of Reorganization and, therefore, any outcome of the claims adjudication process will have no direct impact on the
Successor or the number of our outstanding shares of common stock.

Basis of Presentation

The consolidated financial statements included in this prospectus have been prepared under U.S. GAAP and the rules and regulations of the SEC
and are presented on a going concern basis, which assumes the Company will be able to realize its assets and discharge its liabilities in the
normal course of business for the foreseeable future. The Predecessor consolidated financial statements do not purport to reflect or provide for
the outcome of the Chapter 11 Cases. In particular, such consolidated financial statements do not purport to show: (a) as to assets, their
realizable value on a liquidation basis or their availability to satisfy liabilities; (b) as to pre-petition liabilities, the amounts that will ultimately be
allowed for claims or contingencies, or the status and priority thereof; (c) as to stockholders accounts, the effect of any changes that may be
made in our capitalization; or (d) as to operations, the effect of any changes that may be made in our business.

The condensed consolidated financial statements included in this prospectus have been prepared in accordance with U.S. GAAP for interim
financial information and with the instructions to Article 10 of Regulation S-X. The condensed consolidated financial statements and notes
thereto are unaudited. In our opinion, these financial statements contain all adjustments (consisting of normal recurring adjustments) that are
necessary for a fair statement of our operating results, financial position and cash flows. Operating results for the interim periods presented are
not necessarily indicative of the results to be expected for any subsequent interim period or for the full fiscal year ending December 26, 2010.

In preparing the Condensed Consolidated Financial Statements for the Predecessor, we applied ASC 852 which requires that the financial
statements for periods subsequent to the Chapter 11 filing distinguish transactions and events that were directly associated with the
reorganization from the ongoing operations of the business. Accordingly, professional fees associated with the Chapter 11 Cases and certain
gains and losses resulting from reorganization of our business have been reported separately as reorganization items. In addition, interest
expense has been reported only to the extent that it was paid during the Chapter 11 Cases or that it is probable that it will be an allowed priority,
secured, or unsecured claim under the Chapter 11 Cases. Interest income earned during the Chapter 11 Cases is reported as a reorganization
item.
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Upon emergence from the Chapter 11 Cases, we adopted fresh start accounting in accordance with ASC 852. The adoption of fresh start
accounting results in our becoming a new entity for financial reporting purposes. Accordingly, the Condensed Consolidated Financial
Statements on or after May 10, 2010 are not comparable to the Condensed Consolidated Financial Statements prior to that date. Our
Consolidated Statements of Operations for the fiscal quarter ended June 27, 2010 were, and subsequent periods through fiscal year 2013 will be,
split into Predecessor and Successor financial statements for as long as any Predecessor financial statements are disclosed.

Fresh start accounting requires resetting the historical net book value of assets and liabilities to fair value by allocating the entity�s reorganization
value to its assets and liabilities pursuant to ASC 805 Business Combinations and ASC 820 Fair Value Measurements and Disclosures. The
excess reorganization value over the fair value of tangible and identifiable intangible assets is recorded as goodwill on the Condensed
Consolidated Balance Sheet. Deferred taxes are determined in conformity with ASC 740 Income Taxes. For additional information regarding the
impact of fresh start accounting on our Condensed Consolidated Balance Sheet as of June 27, 2010, see Note 2 to our Condensed Consolidated
Financial Statements included elsewhere in this prospectus.

Furthermore, effective March 3, 2009, we deconsolidated Spansion Japan because, despite our 100 percent equity ownership interest, we no
longer controlled Spansion Japan due to the appointment of a trustee in the Spansion Japan Proceeding. Since March 3, 2009, we have accounted
for our interest in Spansion Japan as a cost basis investment. Transactions between Spansion Japan and us after March 3, 2009, have been
reflected as transactions with a third party.

With the exception of Spansion Japan as described above, the condensed consolidated financial statements include all of our accounts and those
of our wholly owned subsidiaries, and all intercompany accounts and transactions have been eliminated.

Critical Accounting Policies

Our discussion and analysis of our financial condition and results of operations are based upon our condensed consolidated financial statements,
which have been prepared in accordance with U.S. GAAP. The preparation of these financial statements requires us to make estimates and
judgments that affect the reported amounts in our consolidated financial statements. We evaluate our estimates on an on-going basis, including
those related to our net sales, inventories, asset impairments, stock-based compensation expense, legal reserve and income taxes. We base our
estimates on experience and on various other assumptions that we believe to be reasonable under the circumstances, the results of which form
the basis for making judgments about the carrying values of assets and liabilities. The actual results may differ from these estimates or our
estimates may be affected by different assumptions or conditions.

As a result of our emergence from the Chapter 11 Cases, we adopted fresh start accounting in accordance with ASC 852 and ASC 805. The
adoption of fresh start accounting resulted in our becoming a new entity for financial reporting purposes. Accordingly, the consolidated financial
statements on or after May 10, 2010 are not comparable to the consolidated financial statements prior to that date. For more information, see
��Basis of Presentation.�

Our critical accounting policies incorporate our more significant judgments and estimates used in the preparation of our condensed consolidated
financial statements. We believe the following critical accounting policies are significant to the presentation of our financial statements and
require difficult, subjective and complex judgments.
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Estimates of Sales Returns and Allowances

From time to time we may accept sales returns or provide pricing adjustments to customers who do not have contractual return or pricing
adjustment rights. We record a provision for estimated sales returns and allowances on product sales in the same period that the related revenues
are recorded, which primarily impacts gross margin. We base these estimates on historical sales returns, allowances, historical price reductions,
market activity and other known or anticipated trends and factors. These estimates are subject to management�s judgment, and actual provisions
could be different from our estimates and current provisions, resulting in future adjustments to our revenues and operating results.

Impairment of Long-Lived Assets including Acquisition-Related Intangible Assets

We consider quarterly whether indicators of impairment of long-lived assets and intangible assets are present. These indicators may include, but
are not limited to, significant decreases in the market value of an asset, significant changes in the extent or manner in which an asset is used or
an adverse change in our overall business climate. If these or other indicators are present, we test for recoverability of the asset (asset group) by
determining whether the estimated undiscounted cash flows attributable to the asset (asset group) in question are less than their carrying value. If
less, we recognize an impairment loss based on the excess of the carrying amount of the asset (asset group) over its respective fair value.
Significant judgment is involved in determining whether impairment is measured at the individual asset or at an asset group level.

Our manufacturing processes are vertical in nature and we have had multiple foundry, assembly and test facilities. As a result, the cash flows of
our assets and liabilities below the entity level are not largely independent of one another and we concluded impairment should be evaluated at
the single entity-wide asset group (i.e., consolidated Spansion) level. Fair value is determined by discounted future cash flows, appraisals or
other methods. Significant judgment is involved in estimating future cash flows and deriving the discount rate to apply to the estimated future
cash flows and in evaluating the results of appraisals or other valuation methods. If the asset (asset group) determined to be impaired is to be
held and used, we recognize an impairment loss through a charge to our operating results which also reduces the carrying basis of the related
asset or assets in an asset group. The adjusted carrying value of the related asset (asset group) establishes a new cost basis and accumulated
depreciation is reset to zero. The asset (asset group) is depreciated or amortized over the remaining estimated useful life of the asset. We also
must make subjective judgments regarding the remaining useful life of the asset. If the asset (asset group) determined to be impaired is held for
sale, we measure the new carrying value of the asset (asset group) at fair value less estimated cost to dispose, with the impairment loss being
charged to operations.

Income Taxes

We operate as Spansion Inc., which is a taxable entity for U.S. federal tax reporting purposes. Our foreign subsidiaries are wholly owned and are
taxable as corporations in their respective foreign countries of formation. In determining taxable income for financial statement reporting
purposes, we must make estimates and judgments. These estimates and judgments are applied in the calculation of specific tax liabilities and in
the determination of the recoverability of deferred tax assets, which arise from temporary differences between the recognition of assets and
liabilities for tax and financial statement reporting purposes. The recognition and measurement of current and deferred income tax assets and
liabilities impact our tax provision.

We must assess the likelihood that we will be able to recover our deferred tax assets. Unless recovery of these deferred tax assets is considered
more likely than not, we must increase our provision for taxes by recording a charge to income tax expense, in the form of a valuation allowance
against those deferred tax assets for which we believe it is not more likely than not they will be realized. We consider past performance, future
expected taxable income and prudent and feasible tax planning strategies in determining the need for a valuation allowance.
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In addition, the calculation of our tax liabilities involves dealing with uncertainties in the application of complex tax rules and the potential for
future adjustment by the relevant tax jurisdiction. If our estimates of these taxes are greater or less than actual results, an additional tax benefit or
charge will result.

Stock-Based Compensation Expenses

We estimated the fair value of our stock-based awards to employees using the Black-Scholes-Merton option pricing model, which requires the
use of input assumptions, including expected volatility, expected life, expected dividend rate, and expected risk-free rate of return. The
assumptions for expected volatility and expected life are the two assumptions that significantly affect the grant date fair value. Stock-based
compensation expense recognized during a period is based on the higher of the grant-date fair value of the portion of share-based payment
awards that is ultimately expected to vest, or actually vest, during the period. Compensation expense for all share-based payment awards was
recognized using the straight-line attribution method reduced for estimated forfeitures.

We estimate volatility based on our recent historical volatility and the volatilities of our competitors who are in the same industry sector with
similar characteristics (guideline companies) because of the lack of historical realized volatility data on our business. We have used the
simplified calculation of expected life since our initial public offering on December 21, 2005 and continue to use this method as we do not have
sufficient historical exercise data to provide a reasonable basis upon which to estimate the expected term of share options since our initial public
offering. If we determined that another method used to estimate expected volatility or expected life was more reasonable than our current
methods, or if another method for calculating these input assumptions was prescribed by authoritative guidance, the fair value calculated for
share-based awards could change significantly. Higher volatility and longer expected lives result in an increase to share-based compensation
determined at the date of grant. In addition, we are required to develop an estimate of the number of share-based awards that will be forfeited
due to employee turnover. Prior to the fourth quarter of fiscal 2007, we did not have sufficient historical forfeiture experience related to our own
stock-based awards and therefore, estimated our forfeitures based on the average of our own fiscal 2006 forfeiture rate and historical forfeiture
rates for AMD, as we believed these forfeiture rates to be the most indicative of our own expected forfeiture rate. Beginning the fourth quarter of
fiscal 2007, we estimated forfeitures based on a four-year weighted average of our own forfeiture rates. These estimates will be revised, if
necessary, in subsequent periods if actual forfeitures differ from those estimates.

Inventory Valuation

At each balance sheet date, we evaluate our ending inventories for excess quantities and obsolescence. This evaluation includes analysis of sales
levels by product and projections of future demand. These projections assist us in determining the carrying value of our inventory and are also
used for near-term factory production planning. We write off inventories that we consider obsolete and adjust remaining specific inventory
balances to approximate the lower of our standard manufacturing cost or market value. Among other factors, management considers forecasted
demand in relation to the inventory on hand, competitiveness of product offerings, market conditions and product life cycles when determining
obsolescence and net realizable value. If we anticipate future demand or market conditions to be less favorable than our previous projections,
additional inventory write-downs may be required and would be reflected in cost of sales in the period the write-down is made. This would have
a negative impact on our gross margin in that period. We recorded an inventory write down of approximately $253.2 million in the fourth
quarter of fiscal 2008 as a result of a weak economic outlook and an associated reduction in demand from previous forecasts. In the future we
could have additional material write downs of inventory. If in any period we are able to sell inventories that were not valued or that had been
written down in a previous period, related revenues would be recorded without any offsetting charge to cost of sales, resulting in a net benefit to
our gross margin in that period.
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Revenue Recognition for Distribution Arrangements

We sell to distributors and provide such distributors certain rights of return, stock rotation and price protection as discussed below. We defer the
recognition of revenue and related product costs on these sales as deferred income on shipments until the merchandise is resold by our
distributors. We also sell some of our products to certain distributors under sales arrangements with terms that do not allow for rights of returns
or price protection on unsold products held by them. In these instances, we recognize revenue when we ship the product directly to the
distributors.

Rights of return are granted whereby we are obligated to repurchase inventory from a distributor upon termination of the distributor�s sales
agreement with us. However, we are not required to repurchase the distributor�s inventory under certain circumstances, such as the failure to
return the inventory in saleable condition or we may only be required to repurchase a portion of distributor�s inventory, for example when
distributor has terminated the agreement for its convenience.

Stock rotation rights are provided to distributors when we have given written notice to the distributor that a product is being removed from our
published price list. The distributor has a limited period of time to return the product. All returns are for credit only; the distributor must order a
quantity of products, the dollar value of which equals or exceeds the dollar value of the products being returned. Some distributors are also
offered quarterly stock rotation. Such stock rotation is limited to a certain percentage of the previous three months� net shipments.

A general price protection is granted to a distributor if we publicly announce a generally applicable price reduction relating specifically to
certain products, whereby the distributor is entitled to a credit equal to the difference between the price paid by the distributor and the newly
announced price. Price protection adjustments are provided to distributors solely for those products that: 1) are shipped by us to the distributor
during the period preceding the price reduction announcement by us, 2) are part of the distributor�s inventory at the time of the announcement,
and 3) are located at geographic territories previously authorized by us.

In addition, if in our sole judgment, a distributor demonstrates that it needs a price lower than the current published price list in order to secure
an order from the distributor�s customers, we may, but we have no obligation to, grant the distributor a credit to our current published price. The
distributor must submit the request for a reduction in price prior to the sale of products to its customer. If the request is approved and the sale
occurs, the distributor must make a claim with the proof of resale to end customers for a credit within a specified time period.

Gross deferred revenue and gross deferred cost of sales on shipments to distributors as of December 27, 2009 and December 28, 2008 are as
follows:

December 27, 2009 December 28, 2008
(in thousands)

Deferred revenue $ 90,465 $ 62,183
Less: deferred costs of sales (36,308) (31,845) 

Deferred income on shipments(1) $ 54,157 $ 30,338

(1) The deferred income of $63.0 million and $35.3 million on the consolidated balance sheet as of December 27, 2009 and December 28,
2008 included $8.8 million and $4.9 million of deferred revenue related to our licensing revenue that was excluded in the table above,
respectively.

Our distributors provide us with periodic data regarding the product, price, quantity, and end customer when products are resold as well as the
quantities of our products they still have in stock. We use estimates and apply judgments to reconcile distributors� reported inventories to their
activities.
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Fair Value of Auction Rate Securities and Put Option

At December 27, 2009, we held $100.3 million of Auction Rate Securities (ARS) valued at fair value ($107.1 million at par). The ARS, for
which the underlying assets are student loans, have credit ratings of AAA and Aaa. For more information, see Note 4 to our Consolidated
Financial Statements included elsewhere in this prospectus.

Historically, the fair value of our ARS investments has approximated face value due to the frequent auction periods, generally every seven to
28 days, which provided liquidity to these investments. However, subsequent to February 2008, all auctions involving these securities have
failed. The result of a failed auction is that these ARS will continue to pay interest in accordance with their terms at each respective auction date;
however, liquidity of the securities will be limited until there is a successful auction, the issuer redeems the securities, the securities mature or
until such time as other markets for these ARS investments develop. We cannot be certain regarding the amount of time it will take for an
auction market or other markets to develop. Accordingly, we have concluded that the estimated fair value of the ARS no longer approximates
the face value primarily due to the lack of liquidity.

In November 2008, we accepted an offer to participate in an ARS settlement from UBS Bank USA, or UBS, our broker, providing us the right,
but not the obligation, to sell to UBS up to 100 percent of our ARS at par, commencing June 30, 2010. Our right to sell the ARS to UBS
commencing June 30, 2010 through July 2, 2012 represents a put option for a payment equal to the par value of the ARS.

At December 27, 2009, there was insufficient observable ARS market information available to determine the fair value of our ARS investments.
Therefore, we estimated the fair values of our ARS investments at December 27, 2009 using a discounted cash flow (DCF) methodology.
Significant assumptions considered in the DCF models were the credit quality of the instruments, the percentage and the types of guarantees
(such as FFELP), the probability of the auction succeeding or the security being called prior to final maturity, and an illiquidity discount factor.
The key assumptions used in the discounted cash flow analysis to determine the fair values as of December 27, 2009 were the discount factor to
be applied and the period over which the cash flows would be expected to occur. The discount factor used was based on the three-month LIBOR
(0.25 percent as of December 27, 2009) adjusted by 85 basis points (bps) to reflect the current market conditions for instruments with similar
credit quality at the date of the valuation. In addition, the discount factor was incrementally adjusted for an illiquidity discount of 125 bps to
reflect the risk in the marketplace for these investments that has arisen due to the lack of an active market for these instruments. We applied this
discount factor over the expected life of the estimated cash flows of our ARS with projected interest income of 1.36 percent per annum. The
projected interest income is based on a trailing 12-month average 91-day T-bill rate at 0.16 percent as of December 27, 2009 plus 120 bps,
which is the average annual yield of our ARS assuming auctions continue to fail.

We used a DCF model to estimate the fair value of our put option as of December 27, 2009. The valuation model is based on the following key
assumptions:

� A discount rate based on the 6-month U.S. Treasury Bill Rate (0.17 percent as of December 27, 2009), adjusted by 50 bps to reflect
the credit risk associated with the put option; and

� An expected life of 6 months.
If different assumptions were used for the various inputs to the valuation approach including, but not limited to, assumptions involving the
estimated lives of the ARS investments, the estimated cash flows over those estimated lives, and the estimated discount rates, especially the
illiquidity discount rate, applied to those cash flows, the estimated fair value of these investments could be significantly higher or lower than the
fair value we determined as of December 27, 2009.
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Goodwill and Intangible Assets

Goodwill represents the excess of our enterprise value upon emergence over the fair value of our net tangible and identifiable intangible assets
acquired. We recorded goodwill in the second quarter of fiscal 2010 in connection with fresh start accounting (refer to Note 2 and Note 9 for
further details relating to fresh start accounting and valuation of Goodwill). In accordance with the provisions of ASC 350 Intangibles, Goodwill
and Other, goodwill amounts are not amortized, but rather are tested for impairment at the reporting unit level at least annually, or more
frequently if there are indicators of impairment present. We have determined that we have a single reporting unit and we will perform an annual
goodwill impairment analysis as of the fourth quarter of each fiscal year, with the first annual testing to be carried out in the fourth quarter of
fiscal year 2010.

We recorded intangible assets in the second quarter of fiscal 2010 in connection with fresh start accounting. We will consider quarterly whether
indicators of impairment relating to the intangible assets are present. These indicators may include, but are not limited to, significant decreases in
the market value of an intangible asset, significant changes in the extent or manner in which an intangible asset is used or an adverse change in
our overall business climate. If these or other indicators are present, we test for recoverability of the intangible asset by determining whether the
estimated undiscounted cash flows attributable to the intangible asset in question is less than its carrying value. If less, we recognize an
impairment loss based on the excess of the carrying amount of the intangible asset over its respective fair value.

Estimates relating to Litigation Reserve

Upon emergence and as part of fresh start accounting, we implemented our litigation reserve policy whereby we would record, on a rolling four
quarter basis, the estimated litigation costs that we expect to incur in defending ourselves in connection with ongoing lawsuits in accordance
with the provisions of ASC 450 Contingencies. Considerable judgment is necessary to estimate these costs and an accrual is made when it is
probable that a liability has been incurred and the amount of loss can be reasonably estimated.

Combined Quarterly Financial Results of the Predecessor and Successor

For purposes of management�s discussion and analysis of the results of operations, we combined the results of operations for (1) the period from
March 29, 2010 to May 10, 2010 of the Predecessor with the period from May 10, 2010 to June 27, 2010 of the Successor and (2) the period
from December 28, 2009 to May 10, 2010 of the Predecessor with the period from May 10, 2010 to June 27, 2010 of the Successor. We then
compare the combined results of operations for the six months ended June 27, 2010 with the corresponding periods in the prior year.

We believe the combined results of operations for the six months ended June 27, 2010 provide management and investors with a more
meaningful perspective on our ongoing financial and operational performance and trends than if we did not combine the results of operations of
the Predecessor and the Successor in this manner. Similarly, we combine the financial results of the Predecessor and the Successor when
discussing our sources and uses of cash for the six months ended June 27, 2010.
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Results of Operations for the Six Months Ended June 27, 2010

Comparison of Net Sales, Gross Margin, Operating Expenses, Interest and Other Income, Net, Interest Expense and Income Tax Provision

The following is a summary of operating results for the six months ended June 27, 2010 and June 28, 2009. Please refer to the Condensed
Consolidated Statements of Operations in Item 1 for the split between Predecessor and Successor periods.

Six Months Ended
Successor Predecessor Combined Predecessor

Period from
May 11,
2010 to
June 27,

2010

Period
from Dec.
28, 2009 to

May 10,
2010

June 27,
2010

June 28,
2009

Variance
in

Dollars
Variance in

Percent
Total net sales $ 129,370 $ 403,619 $ 532,989 $ 775,929 $ (242,940) (31)% 
Cost of sales 111,413 274,817 386,230 663,301 (277,071) (42)% 
Gross margin 14% 32% 28% 15% 
Research and development 13,420 35,068 48,488 82,635 (34,147) (41)% 
Sales, general and administrative 18,259 68,105 86,364 137,817 (51,453) (37)% 
In-process research and development �  �  �  �  �  0% 
Restructuring charges (credits) �  (2,772) (2,772) 38,154 (40,926) (107)% 
Operating gain (loss) (13,722) 28,401 14,679 (145,978) 160,657 (110)% 

Gain on deconsolidation of subsidiary �  �  �  30,100 (30,100) (100)% 
Interest and other income, net 364 (2,904) (2,540) 2,396 (4,936) (206)% 
Interest expense (4,877) (30,573) (35,450) (33,678) (1,772) 5% 
Reorganization items �  370,340 370,340 (372,299) 742,639 (199)% 
Provision for income taxes (21) 1,640 1,619 429 1,190 277% 
Total Net Sales

Total net sales for the six months ended June 27, 2010 decreased by approximately 31 percent or $242.9 million compared to total net sales for
the six months ended June 28, 2009. Shortly after commencement of the Chapter 11 Cases, we began exiting a large portion of the wireless
market. This product portfolio adjustment was substantially completed by the beginning of the second quarter of fiscal 2010, resulting in a
reduction in wireless net sales of $181.9 million, or 55.5%, from the six months ended June 28, 2009. Our wireless products are generally sold as
multi-chip packages (MCPs) and consequently have higher ASPs than embedded products. The resulting product mix shift caused a lowering of
ASPs by 16 percent for the first six months of fiscal 2010. In addition, $37.0 million of the overall decrease was attributable to deferred revenue
lost as a result of fresh start accounting required for the Successor. The additional decline in net sales was principally due to additional market
share lost as a result of the Chapter 11 Cases.

Gross Margin

Our gross margin increased by 13 percentage points for the six months ended June 27, 2010, compared to the six months ended June 28, 2009.
The increase in gross margin was primarily due to an increase in factory utilization and efficiency from restructuring and consolidation of
back-end manufacturing operations, better pricing from suppliers, and a product mix shift from wireless to embedded products. The overall
increase was partially offset by a decrease in ASPs as discussed above, fresh start accounting related adjustments in the
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Successor including approximately $18.6 million amortization of inventory mark-up, approximately $27.7 million loss of deferred margin,
approximately $13.6 million of higher depreciation and amortization expense and approximately $0.8 million gain from the sale of our test
facility located in Suzhou, China.

Research and Development (R&D)

Research and development expenses for the six months ended June 27, 2010 decreased by approximately 41 percent, compared to the
corresponding period in fiscal 2009. The decrease in R&D was primarily due to: (i) approximately $21.3 million in lower R&D-related building
and operating expense attributable to the closure of our SDC; (ii) savings of approximately $6.1 million in labor costs as a result of our
restructuring efforts in fiscal 2009; (iii) approximately $4.9 million lower costs for R&D services sourced from Spansion Japan due to contract
renegotiation; and (iv) approximately $2.0 million less expense due to the transfer of our Milan R&D operations to Elpida in February 2010.

For the Predecessor period from March 29, 2010 to May 10, 2010, R&D expenses in the Predecessor of approximately $12.1 million included,
among other items, approximately $6.2 million of labor costs; approximately $2.1 million of expenses relating to outside service providers;
approximately $0.9 million of material costs and approximately $1.4 million of building and other allocated operating expenses.

R&D expenses in the Successor of approximately $13.4 million included, among other items, approximately $5.3 million of labor costs;
approximately $2.4 million of expenses relating to outside service providers; approximately $1.5 million of material costs and approximately
$1.5 million of building and other allocated operating expenses. The impact of fresh start accounting on R&D for the six months ended June 27,
2010 was immaterial.

Sales, General and Administrative (SG&A)

SG&A expense for the six months ended June 27, 2010 decreased by 37 percent, compared to the corresponding period in fiscal 2009. The
decrease in SG&A expense was primarily due to: (i) approximately $28.7 million lower expenses incurred on litigation, patent, trademark and
other related matters; (ii) approximately $12.1 million decrease in provision for doubtful accounts; (iii) savings of approximately $7.7 million in
labor costs; and (iv) the elimination of SG&A expenses attributable to Spansion Japan as a result of deconsolidation of Spansion Japan on
March 3, 2009. We incurred approximately $4.3 million of Spansion Japan SG&A expenses for the first two months of fiscal 2009 before
deconsolidation whereas we incurred no such expenses in fiscal 2010. The overall decrease is partially offset by: (i) an increase of approximately
$3.8 million in accrued bonuses primarily related to our 2010 performance-based bonus plan; and (ii) an increase of approximately $1.2 million
expense due to the start-up of our new office in Kawasaki, Japan during the second quarter of fiscal 2010. The impact of fresh start accounting
on SG&A for the six months ended June 27, 2010 was immaterial.

From March 29, 2010 to May 10, 2010, SG&A expenses in the Predecessor of approximately $20.5 million included among other items,
approximately $8.0 million of labor costs, approximately $7.4 million of expenses relating to outside service providers and approximately $1.6
million of building and other allocated operating expenses.

SG&A expenses in the Successor of approximately $18.3 million included among other items, approximately $9.0 million of labor costs;
approximately $5.0 million of expenses relating to outside service providers and approximately $1.9 million of building and other allocated
operating expenses. The impact of fresh start accounting on SG&A for the six months ended June 27, 2010 was immaterial.
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Restructuring Charges

Restructuring charges for Predecessor from December 28, 2009 to May 10, 2010 decreased by approximately $40.9 million, compared to the six
months ended June 28, 2009. The decrease in restructuring charges was primarily due to: (i) approximately $31.0 million of lower cash settled
restructuring charges on employee severance pay and benefits, professional fees, and relocation of property, plant and equipment in the second
quarter of fiscal 2010; (ii) approximately $5.5 million gain on sale of SDC fixed assets and approximately $5.2 million gain from the November
2009 sale of our Suzhou plant recorded in the first half of fiscal 2010. There were no restructuring charges in the Successor.

Gain on Deconsolidation of Subsidiary

Effective March 3, 2009, we deconsolidated Spansion Japan and recognized a one-time gain of approximately $30.1 million, which represents
the difference between the carrying value of our investment in Spansion Japan immediately before deconsolidation (100 percent of Spansion
Japan�s stockholder�s deficit) and the estimated fair value of our retained non-controlling interest in Spansion Japan (zero). We did not have a
similar gain during the six months ended June 27, 2010.

Interest and Other Income, Net

Interest and other income, net, decreased by approximately $4.9 million for the six months ended June 27, 2010 compared to the corresponding
period of fiscal 2009. The decrease was mainly due to approximately $3.0 million in impairment charges on certain investments in privately held
companies during the second quarter of fiscal 2010 in the Predecessor. In addition, interest and other income, net, was lower due to a decrease in
our average investment portfolio yield as a result of a decrease of approximately $85.0 million on our investment in the ARS, which earned
higher interest as compared to the yields on our cash and cash equivalents.

Interest Expense

Interest expense increased by approximately $1.8 million for the six months ended June 27, 2010, compared to the corresponding period in fiscal
2009.

In the Predecessor, the increase was primarily due to interest expense of approximately $9.9 million and amortization of financing costs of
approximately $11.2 million on our Term Loan, partially offset by decreases due to the following:

(i) a decrease of approximately $7.1 million in interest expenses for Senior Notes and Exchangeable Senior Subordinated Debentures as
interest expenses on these obligations were accrued only through the Petition Date as a result of the Chapter 11 Cases;

(ii) a decrease of approximately $2.8 million in interest expense for FRNs due to a decrease in interest rate from 4.6 percent in the six
months ended June 28, 2009 to 3.4 percent in the Predecessor period from December 28, 2010 through May 10, 2010;

(iii) a decrease of approximately $3.4 million in interest expense related to capital leases as a result of lease buy-outs, terminations upon
expiration of lease term and lease rejections as a result of reorganization efforts; and

(iv) a decrease of approximately $2.2 million in interest expense as a result of the deconsolidation of Spansion Japan effective March 3,
2009.

In the Successor, an increase in interest expense of approximately $3.9 million on our Term Loan was offset by a corresponding decrease in
interest expense on the FRNs, which were fully paid off in May 2010.

The average interest rate on our debt portfolio was 6.3 percent for the six months ended June 27, 2010, compared to 4.4 percent for the
corresponding period in fiscal 2009.
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Reorganization Items

Reorganization items of approximately $370.3 million for the six months ended June 27, 2010 primarily consist of a gain of approximately
$434.0 million which resulted from discharge of pre-petition obligations and approximately $22.5 million gain which resulted from approved
settlement of rejected capital leases and various license agreements. The overall gain was partially offset by approximately $59.5 million in
professional fees, approximately $12.7 million of debt financing cost write-off, approximately $10.8 million in adjustments related to accrued
claims and cancellation of old equity incentive plans and approximately $7.0 million of withholding tax liability in foreign subsidiaries.
Reorganization items of approximately $372.3 million for the six months ended June 28, 2009 primarily consist of approximately $355.3 million
in provisions for expected allowed claims and approximately $17.1 million in professional fees. There were no reorganization items in the
Successor.

Income Tax Provision

We recorded income tax expense of approximately $1.6 million for the six months ended June 27, 2010 as compared to income tax expense of
approximately $0.4 million for the six months ended June 28, 2009. The income tax expense recorded in both periods primarily related to tax
provisions in profitable foreign locations.

Due to emergence from bankruptcy, in the six months ended June 27, 2010, we also recorded an increase of $12.0 million in deferred tax
liabilities, consisting of previously unrecognized tax benefits of $10.0 million and interest and penalties of $2.0 million in connection with
certain intercompany arrangements.

As of June 27, 2010, all of our U.S. deferred tax assets, net of deferred tax liabilities, continue to be subject to a full valuation allowance. The
valuation allowance is based on our assessment that it is more likely than not that the deferred tax assets will not be realizable in the foreseeable
future.

Other Items

Gross deferred revenue and gross deferred cost of sales on shipments to distributors as of June 27, 2010 and December 27, 2009 are as follows:

Successor Predecessor
June 27, 2010 December 27, 2009

(in thousands)
Deferred revenue $ 35,731 $ 90,465
Less: deferred costs of sales (28,541) (36,308) 

Deferred income on shipments(1) (2) $ 7,190 $ 54,157

(1) The deferred income of $8.0 million and $63.0 million on the consolidated balance sheet as of June 27, 2010 and December 27, 2009,
respectively, included $0.9 million and $8.8 million of deferred revenue related to licensing revenue that was excluded in the table above.

(2) In connection with our adoption of fresh start accounting as of May 10, 2010, an adjustment of $27.7 million was made to reduce deferred
income on shipments to the fair value of our related performance obligations which include primarily price protection and stock rotation.
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Results of Operations for Fiscal 2009, Fiscal 2008 and Fiscal 2007

Comparison of Net Sales, Gross Margin, Operating Expenses, Interest and Other Income, Net, Interest Expense, Reorganization Items and
Income Tax (Provision) Benefit

The following is a summary of gross margin; operating expenses; interest and other income, net; interest expense and income tax (provision)
benefit for fiscal 2009, fiscal 2008 and fiscal 2007.

Year Ended
December 27,

2009
December 28,

2008
December 30,

2007
(in thousands)

Net sales $ 1,410,653 $ 2,281,803 $ 2,500,813
Cost of sales 1,103,757 2,193,345 2,065,143
Gross margin 22% 4% 17% 
Research and development 136,449 431,808 436,785
Sales, general and administrative 216,298 253,878 239,317
In-process research and development �  10,800 �  
Restructuring charges 46,852 11,161 �  
Asset impairment charges 12,538 1,652,622 �  
Operating loss (105,241) (2,271,811) (240,432) 
Gain on deconsolidation of subsidiary 30,100 �  �  
Interest and other income, net 4,038 5,200 32,595
Interest expense (50,976) (105,536) (87,460) 
Reorganization items (391,383) �  �  
Income tax (provision) benefit (597) (62,865) 25,144

Total Net Sales

Total net sales in fiscal 2009 decreased 38 percent compared to total net sales in fiscal 2008. The decrease in total net sales was primarily
attributable to a 34 percent decrease in unit shipments. The decrease in unit shipments was largely due to (i) a decrease in customer demand for
our products, spurred by a worldwide decrease in demand for Flash memory in addition to loss of business as a result of our filing for
bankruptcy, and (ii) our strategic decision to exit a large portion of the wireless market. Partially offsetting the decrease in overall demand was
an increase in customer purchases of buffer inventory in the period just prior to and after commencement of the Chapter 11 Cases.

Total net sales in fiscal 2008 decreased nine percent compared to total net sales in fiscal 2007. The decrease in total net sales was primarily
attributable to an approximately six percent decrease in unit shipments and an approximately three percent decrease in blended ASPs. The
decrease in unit shipments was primarily due to a sharp decline in the Japanese wireless market and a significant deterioration in the
macroeconomic environment in the fourth quarter of 2008. This caused a decline in the worldwide demand for consumer goods, and
consequently a reduction in demand for our products. The decrease in blended ASPs was primarily the result of price declines in the overall
Flash memory market during fiscal 2008.

Gross margin

Our gross margin increased by approximately 18 percent in fiscal 2009 compared to gross margin in fiscal 2008. Our gross margin in fiscal 2008
was lower primarily due to (i) the $253.2 million write-down of inventory in 2008, which is described below and (ii) certain fixed overhead
costs and underutilization charges relating primarily to an advanced wafer fabrication facility in Aizu-Wakamatsu, Japan (SP1) in fiscal 2008
that did not fully reoccur in fiscal 2009 because we deconsolidated Spansion Japan in the first quarter of fiscal 2009. Gross margin in fiscal 2009
was also higher due to a decrease in depreciation expense resulting from the write-down of certain manufacturing assets at the end of fiscal
2008. The increase in gross margin due to the aforesaid factors
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was partially offset by lower revenues in 2009 and an increase in fixed manufacturing costs resulting from the underutilization of our factories,
primarily in the first quarter of 2009.

The decrease in gross margin in fiscal 2008 compared to gross margin in fiscal 2007 was primarily due to a $253.2 million inventory write-down
as a result of a weak economic outlook and an associated reduction in customer demand from previous forecasts during the fourth quarter of
fiscal 2008, the impact of our exit of the 90-nanometer content delivery business resulting in $13 million charges to gross margin, an increase in
our manufacturing costs related to SP1, and an approximately three percent decline in our blended ASP during the fourth quarter of fiscal 2008.
The $253.2 million inventory write-down negatively impacted gross margin in fiscal 2008 by 11 percent. The overall decrease in gross margin
was partially offset by our cost reduction efforts, improvement of cumulative product yields, reduction of test time and better pricing from
suppliers. The gross margin for fiscal 2008 and fiscal 2007 included a portion of the gain recognized from the sale of JV1 and JV2, our two
wafer fabrication facilities in Aizu-Wakamatsu, Japan.

Research and development (R&D)

Research and development expenses decreased by approximately 68 percent in fiscal 2009 compared to fiscal 2008. The decrease in R&D
expenses was primarily due to: (i) labor cost savings of approximately $96.4 million from shutdowns, furloughs and workforce reductions, and
material cost and technology savings of approximately $32.0 million, resulting from our continued efforts to reduce costs and conserve cash in
fiscal 2009; (ii) a decrease of approximately $57.1 million in depreciation expense resulting from the write-down of certain long-lived assets at
the end of fiscal 2008, which significantly reduced the cost basis of our depreciable assets; (iii) a decrease of approximately $49.9 million in
research and development expenses related to Spansion Japan as a result of the deconsolidation; (iv) a decrease of approximately $31.3 million
attributable to the shutdown of our Submicron Development Center, or SDC, in April 2009; (v) a decrease of approximately $17.8 million in
outside services including engineering, software and consulting services and travel expenses; and (vi) a decrease of approximately $5.7 million
in R&D expenses related to Saifun as a result of its workforce reduction.

R&D expenses of approximately $431.8 million in fiscal 2008 reflected a decrease of one percent compared to approximately $436.8 million in
fiscal 2007. The decrease in R&D expense in fiscal 2008 was primarily due to a decrease of approximately $22.6 million in development costs
related to SP1 and Fab 25 and a decrease of approximately $4.7 million due to lower intellectual property and software license-related expense
and other outside services including recruitment, consulting and other services. The decrease was partially offset by an increase of
approximately $15.6 million of R&D expenses related to Saifun and an increase of approximately $7.6 million of labor costs primarily related to
the development of our next generation MirrorBit technology.

Sales, general and administrative

Sales, general and administrative expenses in fiscal 2009 decreased by approximately 15 percent compared to fiscal 2008. The decrease in sales,
general and administrative expenses in fiscal 2009 was primarily due to: (i) labor cost savings of approximately $27.4 million from workforce
reductions; (ii) a decrease of approximately $20.7 million in professional services fees; and (iii) a decrease of approximately $6.8 million in
travel expenses and $8.6 million in other miscellaneous operating expenses including reductions in building cost, supplies, repair, employee
training and development, and telecommunication expenses. Further, as a result of the deconsolidation, sales, general and administrative
expenses attributable to Spansion Japan decreased to $4.3 million for fiscal 2009, from $27.3 million for fiscal 2008.

The decrease in sales, general and administrative expenses was partially offset by an increase of approximately $19.8 million in provisions for
doubtful accounts and approximately $43.2 million in provisions for litigation and other related matters, which occurred in the first quarter of
fiscal 2009.
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Sales, general and administrative expenses in fiscal 2008 increased six percent compared to fiscal 2007. The increase in sales, general and
administrative expenses in fiscal 2008 was primarily due to higher legal fees and expenses, primarily related to litigation, and the inclusion of
sales, general and administrative expenses related to the operations of Saifun. The higher legal fees and expenses represented approximately 71
percent of the increase in our total sales, general and administrative expenses in fiscal 2008.

In-process research and development (IPR&D)

In the first quarter of fiscal 2008, we expensed $10.8 million of IPR&D charges in connection with the acquisition of Saifun. Projects that
qualify as IPR&D are those that have not reached technological feasibility and have no alternative future use at the time of the acquisition. We
did not have a similar charge during fiscal 2009.

Restructuring charges

In fiscal 2009, we implemented various restructuring measures, including workforce reductions of approximately 3,200. The related
restructuring charges, primarily comprised of severance costs and other related costs, were approximately $46.9 million for fiscal 2009.

In fiscal 2008, we incurred approximately $11.2 million of restructuring charges. We did not have similar charges in fiscal years prior to 2008.

Asset impairment charges

We recorded an impairment charge of approximately $12.5 million in the fourth quarter of fiscal 2009 primarily due to impairment of our equity
investment in and loan to an investee. We recorded an impairment charge of approximately $1.6 billion in the fourth quarter of fiscal 2008.
Reduced unit demand resulted in factory underutilization, lower prices and negative margins, and together these effects resulted in a lower fair
value for our plant and equipment than their then current carrying value. Furthermore, we determined that the carrying values of goodwill and
intangible assets from our Saifun acquisition exceeded fair value. The impairment charges were comprised of impairments of property, plant and
equipment (approximately $1,578.4 million), goodwill (approximately $20.8 million) and intangible assets (approximately $53.5 million).

Gain on deconsolidation of subsidiary

Effective March 3, 2009, we deconsolidated Spansion Japan because, despite our 100 percent ownership interest, we are no longer deemed to
control Spansion Japan as a result of the appointment of a trustee in the Spansion Japan Proceeding. The gain recognized upon deconsolidation
of Spansion Japan was approximately $30.1 million, which represents the difference between the carrying value of our investment in and
receivables from Spansion Japan immediately before deconsolidation and the estimated fair value of our retained non-controlling interest in
Spansion Japan, which was zero then and as of December 27, 2009. We did not have a similar gain during fiscal 2008 or fiscal 2007.

Interest and other income, net

Interest and other income, net, decreased by approximately $1.2 million in fiscal 2009 compared to fiscal 2008. The decrease in interest and
other income, net, was mainly due to the combined effect of decreases in our invested cash, cash equivalents and auction rate securities balances,
and a decrease in our average investment portfolio yield of approximately 1.9 percent.

Interest and other income, net, decreased by $27.4 million in fiscal 2008 compared to fiscal 2007, primarily due to the combined effect of
decreases in our invested cash, cash equivalents and marketable securities balances, and a decrease in our average investment portfolio yield of
approximately 2.7 percent. In addition, we recorded a
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charge of approximately $3.3 million due to other-than-temporary impairment of our auction rate securities. The decrease in interest and other
income, net, in fiscal 2008 as compared to fiscal 2007 was also due to the recognition of approximately $7.5 million of gain from the sale of land
in Malaysia in the second quarter of fiscal 2007, which was partially offset by approximately $3.4 million of loss from an early extinguishment
of debt in the same period.

Interest expense

Interest expense decreased by approximately $54.6 million in fiscal 2009 as compared to fiscal 2008. The decrease in interest expense was
primarily due to the following decreases:

� approximately $32.2 million in interest expense for Senior Notes and Exchangeable Senior Subordinated Debentures as interest
expense on these obligations was only accrued through the Petition Date pursuant to the accounting guidance for entities in
reorganization, wherein interest expense is recognized during reorganization only to the extent the underlying debt is well secured or
the interest will be paid;

� approximately $13.8 million in interest expense for the Senior Secured Floating Rate Notes, resulting from lower interest rates;

� approximately $11.2 million in interest expense for Spansion Japan, resulting from the deconsolidation; and

� approximately $9.2 million in interest expense due to capital lease rejections as a result of reorganization efforts and the cessation of
amortization of debt discount and financing costs since the Petition Date pursuant to the accounting guidance for entities in
reorganization.

These decreases were partially offset by (i) approximately $6.5 million of capitalized interest related to the financing of SP1 for the first quarter
of fiscal 2008, while no such interest was capitalized for the corresponding period in fiscal 2009 and (ii) an increase of approximately $3.6
million in interest expense due to accrued interest for liabilities to Spansion Japan.

The average interest rate on our debt portfolio was 3.44 percent in fiscal 2009 as compared to 6.14 percent in fiscal 2008.

Interest expense increased by approximately $18.0 million in fiscal 2008 as compared to fiscal 2007, primarily due to approximately $16.9
million of interest capitalized related to the build-out of SP1 in 2007, compared with approximately $6.5 million in 2008 and an approximately
$8.2 million reduction in interest expense related to an adjustment to a capital lease obligation during fiscal 2007. The increase in interest
expense incurred was partially offset by lower average interest rates on our debt portfolio in fiscal 2008. The average interest rates on our debt
portfolio were 6.14 percent for fiscal 2008 as compared to 7.58 percent for fiscal 2007.

Reorganization items

Reorganization items for fiscal 2009 were comprised of a provision for expected allowed claims of approximately $354.9 million related
primarily to rejection or repudiation of executory contracts and leases and the effects of approved settlements and approximately $37.1 million
for professional fees. No such charges were incurred in fiscal 2008 and fiscal 2007.

Income tax (provision) benefit

We recorded income tax expense of approximately $0.6 million in fiscal 2009 compared to approximately $62.9 million in fiscal 2008, and
approximately $25.1 million of income tax benefit in fiscal 2007.
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Income tax expense recorded for fiscal 2009 differs from the benefit for income taxes that would be derived by applying a U.S. statutory 35
percent rate to the loss before income taxes primarily due to our inability to benefit from U.S. operating losses due to lack of a history of
earnings, and income that was earned and tax effected in foreign jurisdictions with different tax rates.

The income tax expense recorded for fiscal 2008 differs from the benefit for income taxes that would be derived by applying a U.S. statutory 35
percent rate to the loss before income taxes primarily because we cannot benefit from U.S. operating losses due to lack of a history of earnings,
an increase of $64.5 million in the valuation allowance associated with deferred tax assets of Spansion Japan, and income that was earned and
tax effected in foreign jurisdictions with different tax rates.

The increase of $64.5 million in the valuation allowance associated with deferred tax assets of Spansion Japan was recorded due to our change in
judgment about the ability to realize our Japanese deferred tax assets and the filing of the Spansion Japan Proceeding. We believe it is not more
likely than not that these deferred tax assets will be realized in Japan.

The benefit for income taxes recorded for fiscal 2007 differs from the benefit for income taxes that would be derived by applying a U.S.
statutory 35 percent rate to the loss before income taxes primarily due to our inability to benefit from U.S. operating losses due to lack of a
history of earnings, a decrease of $21.0 million in the valuation allowance associated with deferred tax assets of our Japanese subsidiary and
income that was incurred and tax effected in foreign jurisdictions with different tax rates.

As of December 27, 2009, we recorded a valuation allowance of approximately $723.3 million against our U.S. deferred tax assets, net of
deferred tax liabilities. This valuation allowance offsets all of our net U.S. deferred tax assets. As of December 27, 2009, we have also recorded
valuation allowances of approximately $38.5 million against various foreign deferred tax assets for which we believe it is not more likely than
not that they will be realized.

Contractual Obligations as of June 27, 2010

The following table summarizes our contractual obligations at June 27, 2010. The table is supplemented by the discussion following the table.

Total 2010 2011 2012 2013 2014
2015 and
Beyond

(in thousands)
Term Loan $ 450,000 $ 2,250 $ 4,500 $ 4,500 $ 4,500 $ 4,500 $ 429,750
Capital lease obligations 11,531 4,860 6,671 �  �  �  �  
Interest expense on Term Loan 164,077 20,654 34,633 34,780 33,719 32,849 7,442
Interest expense on capital leases 562 349 213 �  �  �  �  
Other long-term liabilities (1) 5,092 �  1,750 3,342 �  �  �  
Operating leases 8,262 1,606 4,743 923 334 328 328
Unconditional purchase commitments (2) 150,355 76,837 73,021 497 �  �  �  

Total contractual obligations $ 789,879 $ 106,556 $ 125,531 $ 44,042 $ 38,553 $ 37,677 $ 437,520

(1) Other long-term liabilities comprise payment commitments under long-term software license agreements with vendors.
(2) Purchase commitments include agreements to purchase goods or services that are enforceable and legally binding on us and that

specify all significant terms, including fixed or minimum quantities to be purchased; fixed, minimum or variable price provisions;
and the approximate timing of the transaction. These agreements are related principally to inventory and other items. Purchase
commitments exclude agreements that are cancelable without penalty.
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Term Loan

Our five-year $450 million senior secured credit agreement, or Term Loan, is secured by our assets including, among other items, a first priority
lien on property, plant and equipment and inventory, and a second priority lien on accounts receivable and cash. Interest on the Term Loan
accrues at a rate per annum, reset quarterly, equal to LIBOR, but in any case not less than 2.00 percent, plus 5.50 percent. As of June 27, 2010,
the interest rate on the Term Loan was 7.50 percent. The Term Loan requires net cash proceeds from asset sales or other dispositions of
property, extraordinary cash receipts, and other cash flows to be agreed upon to be used to prepay the outstanding balance of the Term Loan.
Voluntary prepayments of borrowings will be permitted in whole or in part, in minimum principal amounts to be agreed upon, at any time on or
prior to May 10, 2011 the at a price equal to 101 percent of the principal amount of such borrowings being prepaid plus all accrued and unpaid
interest plus breakage costs, if any, and thereafter at any time without premium or penalty.

Under the Term Loan, we are subject to a number of covenants, including a minimum interest coverage ratio, a maximum leverage ratio and
maximum permitted capital expenditures. As of June 27, 2010, we were in compliance with these covenants.

Our Term Loan requires that 50 percent of net proceeds from this offering be used to reduce amounts outstanding thereunder. See �Use of
Proceeds� elsewhere in this prospectus.

Revolving Credit Facility

In order to fund fees and expenses associated with the Chapter 11 Cases as well as ongoing working capital needs upon emergence, we entered
into a senior secured loan and security agreement with Bank of America and other financial institutions, or the Revolving Credit Facility, in an
aggregate amount of up to $65 million. Available amounts for borrowing under this credit facility are limited to 85 percent of eligible accounts
receivable, plus the lesser of (i) $10 million and (ii) 25 percent of eligible foreign accounts receivable, net of reserves. The Revolving Credit
Facility requires us to maintain a minimum quarterly fixed charge coverage ratio exceeding 1.00 to 1.00 on a trailing four-quarter basis if the
sum of our domestic cash balance and availability from the Revolving Credit Facility falls below $60 million.

Liquidity and Capital Resources

Cash Requirements

Predecessor � Year-to-date ending May 10, 2010

As a result of the Creditor Protection Proceedings, cash in our various consolidated entities was generally available to fund operations in their
respective jurisdictions, but generally was not available to be freely transferred to or among subsidiaries other than in the normal course of
intercompany trade and pursuant to specific agreements approved by the U.S. Bankruptcy Court.

Since the Chapter 11 Cases filing on March 1, 2009, we have maintained our cash management system and minimized disruption to our
operations, pursuant to various U.S. Bankruptcy Court approvals obtained in connection with the Chapter 11 Cases. Among other things, we
received approval to continue paying employee wages and certain benefits in the ordinary course of business, pay certain trade vendor claims,
pay certain contractors in satisfaction of liens or other interests, and continue honoring customer program obligations.

We commenced a number of restructuring activities to ultimately achieve positive cash flow by exiting unprofitable markets and realigning our
business to support a refined target market of Flash memory applications. We also conducted reviews of our real estate and other property leases,
equipment leases and agreements, supplier and customer contracts and general discretionary spending with the goal of achieving further cash
savings through renegotiation or cancellation of certain contracts.
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The Plan of Reorganization was approved by the U.S. Bankruptcy Court on May 10, 2010. Prior to the Emergence Date, we had $358.6 million
in cash. We made net cash disbursements of $103.9 million on the Emergence Date pursuant to the Plan of Reorganization which reduced our
cash to $254.7 million post-emergence.

Successor � May 10, 2010 to June 27, 2010

Our cash totaled $254.7 million at May 10, 2010 and $254.1 million at June 27, 2010, as compared to $321.2 million at March 28, 2010. This is
the result of our restructured capitalization pursuant to the Plan, which included, among other things, the following:

� Our $450 million Term Loan;

� Our $65 million Revolving Credit Facility; and

� Net cash proceeds of $104.9 million from the Rights Offering.
Proceeds from the Term Loan and Rights Offering and cash on hand were used to pay: (i) approximately $633 million of FRN claims;
(ii) Administrative Expense Claims and Priority Claims (each as defined in the Plan); and (iii) payment of fees and expenses related to the Term
Loan, Rights Offering and Revolving Credit Facility.

As of June 27, 2010, we have not borrowed against the Revolving Credit Facility. The availability under this facility was $39.7 million as of
June 27, 2010 after deducting the standby letters of credit of $1.9 million issued to certain vendors.

Our future uses of cash are expected to be primarily for working capital, debt service, capital expenditures and other contractual obligations. We
also expect the remaining disbursements pursuant to the Plan of Reorganization and expenses incurred for outstanding claims resolution will
continue using cash from operations for at least for the remainder of fiscal 2010. We estimate cash outflow associated with these future
disbursements and expenses will be within a range of $50 to $60 million. The final amounts to be paid out will depend on the Bankruptcy Court�s
approvals of fees and expenses incurred by retained bankruptcy professionals, reimbursement of administrative expenses by different parties that
were involved in the Chapter 11 Cases, and the amount of time and expenses to be incurred to resolve outstanding claims. Such liabilities have
been accrued for on the Predecessor�s financial statements as reorganization expenses.

We believe our anticipated cash flows from operations, current cash balances, and availability under our Revolving Credit Facility will be
sufficient to address these future uses of cash for at least the next twelve months.

Sources and Uses of Cash

Our cash consisted of demand deposits and totaled approximately $254.1 million as of June 27, 2010.

Operating Activities

Net cash used by operations was approximately $1.4 million during the period from May 11, 2010 to June 27, 2010, primarily due to a net loss
of approximately $18.2 million and the net decrease in operating assets and liabilities of approximately $28.6 million, offset by net non-cash
items of approximately $45.4 million. Net non-cash items primarily consisted of approximately $26.1 million of depreciation and amortization,
approximately $18.6 million of amortization of inventory markup relating to fresh start accounting, and approximately $1.9 million of stock
compensation costs, partially offset by a non-cash gain of approximately $1.3 million from sale of the Suzhou plant.
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Net cash provided by operations was approximately $1.4 million during the period from December 28, 2009 to May 10, 2010, primarily due to
net income of approximately $363.6 million and the net increase in operating assets and liabilities of approximately $20.5 million, offset by the
net non-cash items of approximately $382.8 million. Net non-cash items primarily consisted of approximately $434.0 million non-cash gain on
discharge of pre-petition obligations, approximately $22.5 million non-cash gain from write-off of rejected capital lease and various license
agreements, approximately $5.2 million non-cash gain from sale of the Suzhou plant, approximately $2.1 million gain on sale and disposal of
fixed assets, partially offset by approximately $43.8 million of depreciation and amortization, approximately $13.0 million write-off of financing
cost for old debts, approximately $7.2 increase in allowance for doubtful accounts, approximately $7.0 million of stock compensation costs,
approximately $7.0 million provision for income taxes, and approximately $3.0 million impairment on investments.

While our net loss was $514.1 million, we generated $236.5 million in cash from operating activities in fiscal 2009, due to significant non-cash
items and changes in operating assets and liabilities. Non-cash items primarily consisted of $168.4 million of depreciation and amortization,
$14.0 million of asset impairment charges, $19.8 million of provisions for doubtful accounts, and $12.4 million of stock compensation costs, and
the $30.1 million of gain from the deconsolidation of Spansion Japan. The approximately $629.4 million increase in accounts payable and
accrued liabilities was primarily due to the various liabilities subject to compromise provided in connection with the Chapter 11 Cases. The
approximately $180.6 million decrease in inventories was primarily due to the reduction of production at our factories in our effort to minimize
cash outlays in the first quarter of fiscal 2009, the effects of deconsolidation of Spansion Japan and our strategic decision to exit a large portion
of the wireless market. The approximately $248.4 million increase in receivables primarily reflects sales to Spansion Japan, which were
eliminated on consolidation at the end of the prior year, but not as of December 27, 2009, due to the deconsolidation and our strategic decision to
exit a large portion of the wireless market.

While our net loss was $2.435 billion, we generated $262.6 million in cash from operating activities in fiscal 2008, due to significant non-cash
items and changes in operating assets and liabilities. Non-cash items included in the net loss consisted primarily of approximately $644.5 million
of depreciation and amortization, and in-process research and development write-off, approximately $1.7 billion of asset impairment charges,
and approximately $21.6 million in stock compensation costs. The net changes in operating assets and liabilities in fiscal 2008 consisted
primarily of a decrease in accounts receivable of approximately $141.2 million due to a decline in net sales as a result of the adverse market
conditions and a decrease in inventory of approximately $204.7 million.

Investing Activities

Net cash provided by investing activities was approximately $3.3 million during the period from May 11, 2010 to June 27, 2010, primarily due
to approximately $16.8 million of proceeds from the sale of ARS and approximately $4.3 million from sale of property, plant and equipment,
offset by approximately $13.1 million cash decrease due to the purchase of Spansion Japan�s distribution business and approximately $4.6
million of capital expenditures used to purchase property, plant and equipment.

Net cash provided by investing activities was approximately $76.7 million during the period from December 28, 2009 to May 10, 2010,
primarily due to approximately $62.4 million of proceeds from the sale of ARS, approximately $18.7 million of proceeds from sale of the
Suzhou plant, and approximately $9.6 million from sale of other property, plant and equipment, offset by approximately $14.0 million of capital
expenditures used to purchase property, plant and equipment.

Net cash used in investing activities was approximately $62.8 million in fiscal 2009, primarily comprised of a cash reduction of approximately
$52.1 million related to the deconsolidation of Spansion Japan, capital expenditures of approximately $29.7 million, a decrease in cash of $10.4
million related to the sale of the Suzhou
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assembly and test facility, and a loan (investment) of approximately $5.3 million made to an investee in January 2009 pursuant to terms of an
existing contractual obligation, partially offset by proceeds of $14.8 million from redemptions of ARS and proceeds of $15.5 million from the
sale of our Suzhou assembly and test facility.

Net cash used in investing activities in fiscal 2008 was approximately $331.7 million, which consisted of approximately $430.8 million of
capital expenditures used to purchase property, plant and equipment, principally related to our investment in 300-millimeter equipment at SP1
and in our SDC offset by a cash inflow of approximately $133.7 million from the maturities and sale of ARS.

Financing Activities

Net cash used by financing activities was approximately $2.7 million during the period from May 11, 2010 to June 27, 2010, primarily due to
payments of approximately $2.7 million on debt and capital lease obligations.

Net cash used by financing activities was approximately $148.2 million during the period from December 28, 2009 to May 10, 2010, primarily
due to payments of approximately $691.2 million on debt and capital lease obligations, partially offset by $438.1 million from the Term Loan
net of issuance costs and approximately $104.9 million from the Rights Offering.

Net cash provided by financing activities in fiscal 2009 was primarily comprised of approximately $117.8 million from borrowings mainly under
the UBS Loan and the Spansion Japan 2007 revolving credit facility (borrowed prior to the Spansion Japan Proceeding), offset in part by
approximately $79.9 million in repayments of debts, primarily the senior secured revolving credit facility, the UBS Loan and certain capital
lease obligations.

Net cash provided by financing activities was approximately $8.8 million in fiscal 2008. This amount included approximately $250.6 million of
borrowing proceeds primarily from our Spansion Japan 2007 revolving credit facility, Spansion Japan 2007 credit facility and senior secured
revolving credit facility, offset by approximately $241.8 million in repayments on debt (primarily under the Spansion Japan 2007 revolving
credit facility and Spansion Japan 2007 credit facility) and capital lease obligations.

Off-Balance Sheet Arrangements

During the normal course of business, we make certain indemnities and commitments under which we may be required to make payments in
relation to certain transactions. These indemnities include non-infringement of patents and intellectual property, indemnities to our customers in
connection with the delivery, design, manufacture and sale of our products, indemnities to our directors and officers in connection with legal
proceedings, indemnities to various lessors in connection with facility leases for certain claims arising from such facility or lease, and
indemnities to other parties to certain acquisition agreements. The duration of these indemnities and commitments varies, and in certain cases, is
indefinite. We are unable to estimate the maximum amount of liability related to our indemnities and commitments because such liabilities are
contingent upon the occurrence of events which are not reasonably determinable. Historically, these liabilities have not had a material adverse
impact on our results of operations or financial condition.

Adoption of New Accounting Pronouncements

Accounting for Convertible Debt Instruments

In May 2008, the FASB issued revised guidance on accounting for convertible debt instruments that may be settled in cash upon conversion.
This revised guidance provides that issuers of such instruments should separately account for the liability and equity components of those
instruments by allocating the proceeds at the date of issuance of the instrument between the liability component and the embedded conversion
option (the
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equity component) by first determining the carrying amount of the liability. To calculate this amount, the Company must determine the fair
value of the liability excluding the embedded conversion option and by giving effect to other substantive features, such as put and call options,
and then allocating the excess of the initial proceeds to the embedded conversion options. The excess of the principal amount of the liability
component over its carrying amount is reported as a debt discount and is amortized as interest expense over the expected life of the instrument.

The Company retrospectively adopted the new guidance, which impacted the Company�s accounting for its Exchangeable Senior Subordinated
Debentures, issued in June 2006. The Exchangeable Senior Subordinated Debentures bear interest at 2.25 percent per annum, payable on June 15
and December 15 of each year beginning December 15, 2006 until the maturity date of June 15, 2016. As a result of adopting the new guidance,
the Company recorded an equity component of $117.4 million, representing the fair value of the embedded conversion options, and a liability
component of $89.6 million, representing the fair value of the debentures as of the date of issuance. The net carrying amount of the liability
component of the Exchangeable Senior Subordinated Debentures was included in liabilities subject to compromise at December 27, 2009 and
the current portion of long-term debt and obligations under capital leases at December 28, 2008.

The table below shows the components of the net carrying amount of the liability portion of the Exchangeable Senior Subordinated Debentures
at December 27, 2009 and at December 28, 2008:

December 27,
2009

December 28,
2008

(in thousands)
Principal amount of liability component $ 207,000 $ 207,000
Unamortized discount (97,767) (99,241)

Net carrying amount $ 109,233 $ 107,759

As a result of adopting the new guidance, the Company recorded additional non-cash interest expense resulting from recognizing the accretion
of the discounted carrying value of the Exchangeable Senior Subordinated Debentures to their face amount as interest expense over the term of
the debt, which matures on June 15, 2016. However, pursuant to the accounting guidance for entities in reorganization, interest expense recorded
subsequent to March 1, 2009 only includes amounts expected to be actually paid during the Creditor Protection Proceedings, and as a result
amortization of the discounted carrying value ceased.

The following represents the components of interest expense and effective interest rates relating to the Exchangeable Senior Subordinated
Debentures:

Year
Ended

December 27,
2009

Year Ended
December 28,

2008

Year Ended
December 30,

2007
(in thousands)

Contractual interest expense $ 806 $ 4,539 $ 4,709
Amortization of discount 1,475 7,903 6,867

Total interest expense $ 2,281 $ 12,442 $ 11,576

Effective interest rate 12.23% 12.23% 12.23% 
For the years ended December 28, 2008 and December 30, 2007, the effect of retrospectively applying the new guidance was an increase in
non-cash interest expense of $7.7 million and $6.7 million, respectively, which represents accretion of the unamortized debt discount associated
with the Exchangeable Senior Subordinated Debentures, partially offset by lower amortization of capitalized issuance costs as a portion of these
were allocated to equity.
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The following tables show the financial statement line items affected by retrospective application of the new guidance on the affected financial
statement line items for the periods indicated:

Consolidated Statements of Operations

(in thousands, except per share amounts)
Years Ended

December 28, 2008 December 30, 2007

As Adjusted As reported
Effect of
Change

As
Adjusted

As
reported

Effect of
Change

Interest expense $ (105,536) $ (97,843) $ (7,693) $ (87,460) $ (80,803) $ (6,657) 
Other income (expense), net (100,336) (92,643) (7,693) (54,865) (48,208) (6,657) 
Loss before income taxes (2,372,147) (2,364,454) (7,693) (295,297) (288,640) (6,657) 
Net loss (2,435,012) (2,427,319) (7,693) (270,153) (263,496) (6,657) 

Net loss per share:
Basic and diluted $ (15.69) $ (15.64) $ (0.05) $ (2.00) $ (1.95) $ (0.05) 

Shares used in per share calculation:
Basic and diluted 155,162 155,162 134,924 134,924

Consolidated Balance Sheet
(in thousands)

December 28, 2008

As Adjusted

As
Previously
Reported

Effect of
Change

Other assets(1) $ 101,489 $ 103,061 $ (1,572) 
Total assets 1,773,872 1,775,444 (1,572) 
Current portion of long-term debt(2) 1,087,786 1,187,027 (99,241) 
Stockholders� deficit:
Additional paid-in capital(3) 2,471,902 2,356,629 115,273
Accumulated deficit(4) (2,997,589) (2,979,985) (17,604) 
Total stockholders� deficit (450,647) (548,316) 97,669
Total liabilities and stockholders� deficit 1,773,872 1,775,444 (1,572) 

(1) The effect of the change on other assets includes the allocation of a portion of the capitalized issuance costs to the equity component of
$2.1 million, offset by lower amortization of these costs from the issuance date of $0.5 million.

(2) The effect of the change on current portion of long-term debt includes the discount determined as of the original issuance date of
the Exchangeable Senior Subordinated Debentures of $117.4 million, less amortization of the discount from the issuance date of $18.1
million.

(3) The effect of the change on paid-in capital includes the discount determined as of the original issuance date of the Exchangeable Senior
Subordinated Debentures of $117.4 million, less the portion of the original debt issuance costs allocated to the equity component of $2.1
million.

(4) The effect of the change on accumulated deficit includes the amortization of the discount from the issuance date of $18.1 million, less
adjustment to the amortization of debt issuance costs of $0.5 million.

In April 2010, the FASB issued revised guidance to clarify that an employee share-based payment award with an exercise price denominated in
the currency of a market in which a substantial portion of the entity�s equity securities trades should not be considered to contain a condition that
is not a market, performance or service condition. Therefore, an entity would not classify such an award as a liability if it otherwise qualifies as
equity. The amendments in this guidance are effective for fiscal years, and interim periods within those fiscal years, beginning on or after
December 15, 2010. The revised guidance should be implemented by recording a cumulative-effect adjustment to the opening balance of
retained earnings. The cumulative-effect adjustment should be calculated for all awards outstanding as of the beginning of the fiscal year in
which the amendments are initially applied, as if the amendments had been applied consistently since the inception of the award. The
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guidance will not have a material impact on its consolidated financial statements.
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In January 2010, the FASB issued amended guidance on fair value measurements and disclosures. The new guidance requires additional
disclosures regarding fair value measurements, amends disclosures about post-retirement benefit plan assets, and provides clarification regarding
the level of disaggregation of fair value disclosures by investment class. This guidance is effective for interim and annual reporting periods
beginning after December 15, 2009, except for certain Level 3 activity disclosure requirements that will be effective for reporting periods
beginning after December 15, 2010. Accordingly, we adopted this amendment on January 1, 2010, except for the additional Level 3
requirements which will be adopted in 2011. The adoption of this guidance has not had, and the Company believes the adoption will not have, a
material impact on its consolidated financial statements.

In October 2009, the FASB amended the accounting standards for revenue recognition to remove tangible products containing software
components and non-software components that function together to deliver the product�s essential functionality from the scope of
industry-specific software revenue recognition guidance. In October 2009, the FASB also amended the accounting standards for multiple
deliverable revenue arrangements to:

� provide updated guidance on whether multiple deliverables exist, how the deliverables in an arrangement should be separated, and
how the consideration should be allocated;

� require an entity to allocate revenue in an arrangement using estimated selling prices of deliverables if a vendor does not have
vendor-specific objective evidence of selling price or third-party evidence of selling price; and

� eliminate the use of the residual method and require an entity to allocate revenue using the relative selling price method.
The accounting changes summarized in this guidance are effective for fiscal years beginning on or after June 15, 2010, with early adoption
permitted. Adoption may either be on a prospective basis or by retrospective application. The Company believes the adoption of this guidance
will not have a material impact on its consolidated financial statements.

Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

Our exposure to market risk for changes in interest rates relates primarily to our cash deposits, invested cash and debt. At June 27, 2010, we had
approximately $254.1 million held in demand deposit accounts, and approximately $25.9 million invested in ARS (which provided for frequent
interest reset terms). Accordingly, our interest income fluctuates with short-term market conditions. With the exception of our ARS (which were
fully redeemed at the beginning of the third quarter of 2010), our cash position is highly liquid and our exposure to interest rate risk is minimal.

As of June 27, 2010, approximately two percent of the principal amounts outstanding under our unrelated third party debt obligations were fixed
rate, and approximately 98 percent of our total debt obligations were variable rate which was comprised of the $450 million Senior Secured
Term Loan. The term loan has a LIBOR floor of two percent. While LIBOR is below two percent, our interest expense will not change along
with short-term change in interest rate environment. When LIBOR is above two percent, changes in interest rates associated with the term loan
could then result in a change to our interest expense. For example, a one percent aggregate change in interest rates would increase/decrease our
contractual interest expense by approximately $4.5 million annually.

We continually monitor market conditions and may enter into hedges if deemed appropriate. At June 27, 2010, we did not have any hedges of
interest rate risk in place. We do not use derivative financial instruments for speculative or trading purposes. The Company has entered into a
hedging arrangement with a financial institution subsequent to June 27, 2010 to hedge the variability of interest payments attributable to
fluctuations in the LIBOR benchmark interest rate.
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Default Risk

We intend to actively monitor market conditions and developments specific to the securities and security classes in which we invest. We believe
that we take a conservative approach to investing our funds in that our policy is to invest only in highly-rated securities with relatively short
maturities, and we do not invest in securities we believe involve a higher degree of risk.
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BUSINESS

Our Company

We are a leading designer, manufacturer and developer of Flash memory semiconductors. We are focused on the embedded Flash market
providing our solutions to more than 4,000 customers worldwide. Our Flash memory products primarily store data and software code for
microprocessors, controllers and other programmable semiconductors which run applications in a broad range of electronics systems. These
electronic systems include computing and communications, automotive and industrial, consumer and gaming, wireless and machine-to-machine,
or M2M, devices. In addition to Flash memory products, we assist our customers in developing and prototyping their designs by providing
software and hardware development tools, drivers and simulation models for system-level integration.

Our Flash memory solutions are incorporated in products from leading original equipment manufacturers, or OEMs, including Huawei
Technologies Co., Ltd., Harman/Becker Automotive Systems GmbH, Motorola, Inc., LG Electronics, Technicolor S.A., Continental AG, Pace
plc, The Bosch Group, Alpine Electronics of America, Inc., ZTE Corporation, Panasonic Corporation of North America, Sagem
Télécommunications, Sharp Electronics Corporation, Pioneer Electronics (USA) Inc., and Future Designs, Inc. Our products are designed to
address various voltages, interfaces and memory densities for a wide range of specific applications and customer platforms. The majority of our
new product designs are based on our proprietary two-bit-per-cell MirrorBit technology which has a simpler cell architecture requiring fewer
manufacturing steps, supporting higher yields and lower costs as compared to competing floating gate NOR Flash technology.

For fiscal 2009, our total net sales were approximately $1.4 billion as compared with total net sales of approximately $2.3 billion for fiscal 2008.
For the six months ended June 27, 2010, our total net sales were approximately $533.0 million. According to market research firm iSuppli, in
2009, we were responsible for 31.2 percent of all NOR Flash memory sales, making us the second largest supplier of NOR Flash memory in the
world.

We are headquartered in Sunnyvale, California, with research and development, manufacturing, assembly and sales operations in the United
States, Asia, Europe and the Middle East. As of June 27, 2010, we held over 2,300 patents.

Industry Overview

The proliferation of electronic systems, such as servers, broadband access devices, automotive powertrains, infotainment, telematics, digital
TVs, set-top boxes, printers, digital cameras, gaming machines, mobile phones and M2M modules, drives increasing use of Flash memory to
support the reliable operation of embedded software code. Electronic systems need to store both operating instructions in the form of software
code as well as content that needs to be processed. As electronic systems add features to process rich multimedia content and require greater
performance, they require increasingly complex software code and therefore more code storage. As a result, software code storage and content
storage have become critical components of electronic systems across a variety of industries and applications.

The overall memory market can be divided into �volatile� and �non-volatile� categories. Volatile memory loses its content when the system is
powered down, such as DRAM used in PCs, while non-volatile memory retains its content even after power is turned off, allowing memory
content to be retrieved at a later time. The primary semiconductor component used to store and access software code and digital content today is
non-volatile Flash memory.

Overview of Flash Memory

According to iSuppli, the Flash memory market is expected to have estimated revenues of $23 billion for 2010. Flash memory is well suited for
a variety of applications across a broad range of electronic products,
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including consumer electronics, networking and telecommunications equipment, mobile phones, PCs, automotive electronics, gaming and
industrial equipment.

The Flash memory market consists of two major segments: NOR and NAND Flash. Performance characteristics make NOR and NAND Flash
suitable for different uses:

� NOR Flash memory is most often used for reliable code execution and data storage in consumer electronics, automobile and
industrial applications and mobile phones. According to iSuppli, the NOR Flash memory market is expected to be approximately $5
billion in 2010.

� NAND Flash memory is used for data storage in solid-state removable memory applications, such as USB storage devices. This
architecture is also used in high-end mobile phones, MP3 players, data cards and other embedded applications. According to iSuppli,
the NAND Flash memory market is expected to be approximately $18 billion in 2010.

NAND Flash memory is not well-suited for code storage and execution because it has slower read speeds along with lower quality and reliability
than NOR. On the other hand, NAND has faster write and erase speeds, and is available at higher densities than NOR with a lower cost per bit at
these high densities. These attributes make NAND the preferred technology for data storage in removable storage applications and NOR the
preferred technology for program code storage and execution. Further, customers seeking fast read performance and superior reliability have
traditionally chosen NOR Flash memory over NAND.

Our Addressable Market

The Flash memory market can be divided into two major categories based on application: the integrated category, which includes wireless and
embedded applications, and the removable storage category, which includes Flash memory cards and USB drives. Within the integrated
category, we refer to portable, battery-powered communications applications as �wireless� and all other applications, such as consumer,
telecommunications, automotive and industrial electronics, as �embedded.� We have focused historically on the integrated category of the Flash
memory market, including wireless and embedded applications. In early 2009, we narrowed our strategic focus to the embedded portion of the
Flash memory market and intend to continue to selectively engage in portions of the wireless market where we believe we can do so
advantageously. The embedded Flash memory market is characterized by long design and life cycles, low capital and technology investments,
stable average selling prices, or ASPs, and fragmented competition with multiple suppliers.

In addition to our focus on our traditional embedded NOR Flash memory applications, we plan to expand our presence in growing portions of
the embedded Flash memory market, including embedded NOR and embedded NAND. We believe our proprietary MirrorBit technology,
licensing partners, customer relationships and broad product portfolio will enable us to extend our leadership in the attractive embedded Flash
memory markets.

Competitive Advantages

Focus on Embedded Flash Products. We focus on the embedded portion of the Flash memory market. In order to service this market, we
leverage our broad product set and software programmability to provide a diverse range of application specific solutions. The diversity of our
applications results in a relatively stable market with steady growth driven by the proliferation and increasing complexity of electronic devices.
Embedded Flash end markets are large and diverse and include applications in computing & communications, automotive & industrial and
consumer & gaming markets. We believe that our focus on the embedded Flash market and our superior customer service distinguishes us from
our competitors who generate a large portion of their sales from other markets, such as mobile handsets and PCs.
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Customer-Centric, Application Focused Go-To-Market Strategy. We focus on application specific solutions for our customers� embedded Flash
requirements. Our field application engineers, or FAEs, are located in close proximity to our customers� design centers across the globe. This
enables us to better support our customers by enhancing our ability to anticipate customer needs and industry trends which we believe will allow
us to gain market share. We believe that this application and design win focused approach enables a deeper relationship with our customers and
strengthens our position in their product lifecycles. Our solutions target end markets which typically have long lifecycles and high switching
costs. We have a highly diversified customer base with over 4,000 customers and distributors across a wide range of end markets. By utilizing
our global sales force, our FAEs and our broad distribution system, we can leverage multiple channels and engage directly with key customers
around the world.

Application-Specific Customizable Software. In addition to our advanced hardware technology, we provide customized, application specific
software to our customers. Specifically, we supply customers the necessary software and hardware development tools, drivers and simulation
models for system-level integration. As opposed to removable storage memory, embedded Flash memory requires cost-effective customization
capability that also meshes with the broader interface and technology platform of the specific customer device. We believe our focused software
service strategy contributes to our success with OEMs.

Leading-Edge Technology Platform. Our proprietary MirrorBit technology drives our lower cost, high performance product platform. MirrorBit
technology is simpler, has a lower manufacturing cost and can store more data than traditional floating gate technology. We believe leveraging
our MirrorBit technology will help us retain and enhance our market position from entry-level to high-end applications. Our two-bit-per-cell
MirrorBit technology allows us to offer a broad range of product configurations and capabilities, including high read performance and high
reliability. In addition, we believe the ability to easily integrate logic capabilities with our technology will enable us to create new and
differentiated types of Flash memory and system on a chip, or SoC, solutions in the future. We have a substantial patent portfolio related to our
MirrorBit technology in the areas of devices, circuitry, processes and composition and have successfully ramped production of MirrorBit
products to high volume.

Process Technology Leverage. Our MirrorBit technology provides enhanced geometric scalability when shifting to smaller process nodes in
comparison to floating gate technology as it has a simpler cell architecture requiring fewer manufacturing steps and supporting higher yields. We
invested over $1.2 billion in R&D between 2006 and 2008 primarily on the development of next-generation process technologies. We have
65-nanometer products in production which currently represent only a small portion of our revenues. With the majority of our customers
presently using 110- and 90-nanometer technologies, we anticipate migrating our customers to 65- and 4x-nanometer and eventually to
3x-nanometer technology over the next several years. We do not anticipate having to invest at historical levels on process technology to meet
our customers� near to midterm needs. The focus of our efforts, therefore, will be on product development and meeting the specific needs of
certain categories of the market.

Broad Product Portfolio. Our products and solutions deliver a combination of high performance and competitive cost for a wide range of
customer platforms and applications. These product offerings support various voltages, interfaces and memory densities. Our current broad
product offering includes parallel and serial NOR Flash. We offer 3-Volt products to serve the embedded applications, 1.8-volt products to serve
wireless applications and 5-volt products for legacy automotive applications. Our NOR Flash memory density spans from low density (1Mb -
32Mb) to mid-size density (64Mb - 128Mb) and high density offerings (256Mb or higher). This broad product offering enables us to pursue
diverse embedded Flash end markets which have differing density and performance requirements. For example, our GL product family targets
customers demanding high reliability across high densities, our CD and CL product families target customers requiring performance under
extreme environmental conditions, our FL product family targets customers seeking low cost and small form factor across a wide band of
densities, our WS/NS/VS product families target wireless customers seeking high performance across high densities, our AS and AL product
families target customers seeking low densities and
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our F product family targets legacy automotive customers seeking reliable low cost functionality across low densities.

Our Strategy

Our principal objective is to be the leading global supplier of embedded Flash memory products and solutions. We plan to achieve this objective
by aggressively pursuing the following strategies:

Regain Embedded Flash Market Share. We intend to continue to focus on regaining market share that we lost due to the negative impact of our
reorganization under Chapter 11 of the U.S. Bankruptcy Code, or the Chapter 11 Cases. During the reorganization, some of our key customers
significantly reduced or cancelled their purchases with us. We have already begun to regain lost market share and we plan to continue regaining
market share by securing new design wins and by further deepening our relationships with our key end-customers and distribution partners
through our application specific solutions, our superior customer service and continued investment in our FAEs. Further, we plan to leverage our
in-house software and system design expertise, our proprietary MirrorBit technology, and the full breadth of our product portfolio to enable our
customers to improve the quality and cost-effectiveness of their designs, accelerate their time-to-market and enhance overall performance of
their products.

Continue Product Innovation and New Market Expansion. We aim to expand our products and solutions by selectively targeting embedded
Flash applications within our target markets. We plan to achieve this by developing and bringing to market products that allow us to offer higher
densities and faster performance. For example, by the end of 2010, we expect to have introduced eight new products within our existing product
families that address a broad range of applications in our target markets. In addition, we are developing leading-edge technology to support new
products in emerging applications such as 3D graphics in gaming machines, active driver monitoring systems in automobiles and smart meters.
We also intend to increase our presence in high growth emerging markets such as China and India. Further, we intend to evaluate and potentially
make acquisitions of technologies and products that we can integrate into our solutions in order to broaden our product portfolio functionality
and accelerate growth and entry into new markets.

Expand Addressable Market with Embedded Flash Products. We will continue to seek opportunities to develop and commercialize memory
solutions based on our MirrorBit technology, software and other design capabilities. We believe that our proprietary charge-trapping NAND
solution is more scalable, has a simpler cell structure and offers superior performance, faster read and faster programming speeds when
compared to traditional floating gate NAND Flash solutions. Our strategy is to bring our high reliability Flash solutions to support the
low-density single-level cell, or SLC, NAND Flash market by leveraging our relationships with our partners and customers. This market has
different competitive characteristics than the high density multi-level cell NAND Flash market characterized by storage of large amounts of
content. In July 2010, we entered into a joint development agreement with Elpida to co-develop next-generation NAND Flash memory based on
our MirrorBit technology. As a result, we have announced our plan to sample with customers SLC NAND Flash in the first half of 2011.

Flexible, Scalable and Cost-Efficient Manufacturing Strategy. As part of our restructuring efforts, we substantially reduced our overall
manufacturing footprint. We plan to maintain our low capital intensive model by outsourcing a significant amount of manufacturing activity to
our foundry partners while focusing our internal captive manufacturing capacity on products and solutions that differentiate us in terms of
process technologies, product features, quality and cost. We intend to maintain an optimal combination of internal and external manufacturing
capacity. We believe that a flexible, highly scalable and low-cost operating model will enable us to respond faster to rapidly changing product
mix and market demand.

License our Intellectual Property. We intend to evaluate potential licensing arrangements with semiconductor designers and manufacturers who
may integrate our MirrorBit technology into their future
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products and solutions. We also intend to license our process technology to third party manufacturers to help increase our external
manufacturing capacity.

Markets, Applications & Products

We design, develop and sell Flash memory solutions that are primarily used in the computing & communications, automotive & industrial,
consumer & gaming and wireless and M2M end markets. The table below provides an overview of our end markets, our key applications and
our key customers and distribution partners:

Computing &

Communications

Automotive &

Industrial

Consumer &

Gaming

Wireless &

M2M

Our
Applications

�   Broadband

�   Enterprise Networking

�   Printers

�   Servers

�   Wireless Infrastructure

�   Infotainment

�   Powertrain

�   Telematics

�   TFT Displays

�   Digital Cameras

�   DTV

�   Gaming Machines

�   STBs

�   Data Cards

�   Mobile Phones

�   M2M Modules

�   USB Cards

Our Customers �   Cisco

�   D-Link

�   Epson

�   Foxconn

�   Gemtek

�   Hewlett Packard

�   Lexmark

�   LG

�   Motorola

�   Netgear

�   Nokia Siemens

�   Samsung

�   Alpine

�   Bosch

�   Bose

�   Continental

�   Delphi

�   Denso

�   Harman Becker

�   LG

�   Magnetti Marelli

�   Panasonic

�   Pioneer

�   Visteon

�   Canon

�   LG

�   Motorola

�   Pace

�   Panasonic

�   Sharp

�   Sony

�   Technicolor

�   Huawei

�   LG

�   Motorola

�   Sagem

�   Samsung

�   Sierra Wireless

�   SIMCom

�   ZTE
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Our products and solutions deliver a combination of high performance and competitive cost for a wide range of customer platforms and
applications. The product offerings support various voltages, interfaces and memory densities. We offer 3-Volt products to serve the Embedded
applications, 1.8-volt products to serve the Wireless applications and 5-volt products for legacy automotive applications. The table below
provides an overview Memory Densities of our current key product families:

GL and AL Families. The GL and AL product families address applications where high reliability coupled with low cost are important,
including consumer, gaming, networking and telecommunications. The AL product family offers densities as low as 8-megabits, supports a
simpler feature set and provides a standard interface for value-focused applications, such as DVD players. The GL product family currently
offers densities up to 2-gigabits in production and includes a page-mode interface and Advanced Sector Protection to support high performance
consumer applications, such as high-end Set Top Boxes (STB), and digital video recorders (DVR). MirrorBit technology is utilized for the GL
family, while both MirrorBit and floating gate technology are utilized for the AL family.

CD and CL Families. The CD (2.5-volt) and CL (3.0-volt) product families address automotive engine and transmission control applications,
which require high reliability, feature rich, high performance and wide temperature ranges. The CD and CL product families combine a high
performance burst-mode interface, with Simultaneous Read/Write and Advanced Sector Protection at 16- and 32-megabit densities. Because
engine and transmission control units must withstand extreme temperatures, this family operates at up to 145°C and is available in a fully tested
die-only solution for incorporation into special customer modules.

FL Family. The FL family utilizes our floating gate and MirrorBit technologies with a Serial Peripheral Interface and a low pin count package to
provide low cost solutions that currently support densities from 4- to 256-megabits in production. Future plans include higher densities of
512-megabits and 1-gigabit. We anticipate that Spansion will increase its competitive advantage both in die size and performance with SPI
densities greater than 128-megabits, due to Eclipse-class MirrorBit-scalable technology. This product line supports the option for single, dual or
quad serial I/O data transmission, thereby providing a lower system-cost, high performance solution for Industrial, Automotive and Consumer
markets.

WS/ NS/ VS Families. The WS/NS/VS product families, with a 1.8-volt interface, are used for a broad range of mobile phones with features
such as complex ring tones, enhanced color displays, higher resolution
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cameras and internal storage for multimedia content including music, videos and pictures. The WS and VS families, which include products
based on floating gate and MirrorBit technology, combine a high performance burst-mode 1.8-volt interface, with Simultaneous Read/Write and
Advanced Sector Protection features at 64-megabits to 512-megabits densities. These products are usually combined with third-party PSRAM or
DRAM die in a single MCP to meet mobile phone memory needs.

JL and PL Families. The JL and PL product families, with a 3-volt interface, support mobile phone and automotive applications. Based on
floating gate and MirrorBit technology, these products offer a page-mode interface, simultaneous Read/Write capability and Advanced Sector
Protection at 32-megabit to 128-megabit densities.

AS Family. The AS product family delivers small form-factor and reliable performance for module-based applications such as Bluetooth for
consumer and automotive markets. This product line supports densities from 8- to 16-megabit with a standard interface to optimize value-driven
performance.

F Family. The F product family is a 5-volt, legacy offering which supports automotive markets.

Our goal is to streamline and simplify our customers� design and development cycle by providing consistent and comprehensive tools through the
development process, from initial system bring-up to final product deployment. In addition to Flash memory products, we assist customers in
prototyping their designs by providing the necessary software and hardware development tools, drivers and simulation models for seamless
system-level integration.

Technology

Our current product portfolio offers densities ranging from 1-megabit to 2-gigabits and a broad array of interfaces and features. We use two
Flash memory technologies, single-bit-per-cell floating gate and multi-bit-per-cell MirrorBit technology. Compared to competing floating gate
multilevel cell NOR technology, two-bit-per-cell MirrorBit technology has a simpler cell architecture requiring fewer manufacturing steps and
supporting higher yields, resulting in lower costs. Our current products are based primarily on MirrorBit two-bit-per-cell technology and allow
us to offer a broad range of product configurations and capabilities, including high density and high performance.

Floating Gate Technology. Floating gate is the conventional memory cell technology that is utilized by most Flash memory companies today
for both NOR and NAND products. We own fundamental intellectual property in floating gate technology. We have created innovations in
floating gate technology that have become industry standards, such as negative gate erase, single power supply and embedded programming
algorithms, and we continue to hold a strong position in the NOR Flash memory market with our products based on floating gate technology.

MirrorBit Technology. MirrorBit NOR technology is the foundation of our current product roadmap. Also referred to as charge-trap technology,
MirrorBit NOR technology stores two distinct charges in a single memory cell, with each charge equivalent to one bit of data thereby doubling
the density of each memory cell and enabling higher density, lower cost products.

Sales and Marketing

We market and sell our products worldwide under the Spansion trademark. Since the beginning of the second quarter of fiscal 2006, we have
sold our products to our customers directly or through distributors. We rely on Fujitsu to act as our largest distributor in Japan and our
nonexclusive distributor throughout the rest of the world, other than Europe and the Americas, with limited exceptions.

We market our products through a variety of direct and indirect channels. We have direct relationships with many of our top customers
worldwide. We supplement this effort with programs designed to support design-in of
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our products on reference designs, which are typically used by our Flash memory customers when choosing Flash memory solutions. In
addition, we focus a portion of our marketing efforts on providers of complementary products to ensure our products interoperate effectively
with the most widely used components in various embedded applications.

Our marketing activities targeting customers, reference design houses and our potential partners include a combination of direct marketing
activities such as trade shows, events and marketing collateral and indirect activities such as public relations and other marketing
communications activities.

Customers

We serve our customers worldwide directly or through our distributors who buy products from us and resell them to their OEMs and ODMs,
either directly or through their own distributors. Customers for our products consist of OEMs, ODMs and contract manufacturers.

After the deconsolidation of Spansion Japan in March 2009, sales to Spansion Japan accounted for approximately 21 percent of our total net
sales. Spansion Japan resold substantially all of its purchases to Fujitsu who in turn acted as a distributor of our products in Japan. Accordingly,
we did not have significant transactions directly with Fujitsu for the period from March 3, 2009 through December 27, 2009 as we transacted
with Fujitsu through Spansion Japan. Effective May 24, 2010, we purchased the distribution business from Spansion Japan and since that time
we have distributed our products in Japan through our wholly owned subsidiary, Nihon Spansion Limited.

We believe that our decision to focus primarily on the embedded portion of the Flash memory market will reduce our customer concentration.
No OEM, ODM or contract manufacturer accounted for more than ten percent of our total net sales for fiscal 2009. For fiscal 2008, Nokia
Corporation accounted for approximately 18 percent of our total net sales, and for fiscal 2007 and 2008, Fujitsu accounted for approximately 35
percent and 29 percent of our total net sales. Net sales to Fujitsu (in its capacity as a distributor) for fiscal 2009 and first half of 2010 accounted
for approximately 24 percent and 18 percent of our total net sales, respectively.

Original Equipment Manufacturers

OEMs consist primarily of foreign and domestic manufacturers of mobile phones, consumer electronics, automotive electronics and networking
equipment companies, selected regional accounts and customers in other target applications.

Third-Party Distributors

Our third-party distributors typically resell to OEMs, ODMs and contract manufacturers. Sales through our direct distributors are typically made
pursuant to agreements that provide return rights for discontinued products or for products that are not more than twelve months older than their
manufacturing date code. In addition, some of our agreements with distributors may contain standard stock rotation provisions permitting limited
levels of product returns.

We generally warrant that products sold to our customers and our distributors will, at the time of shipment, be free from defects in workmanship
and materials and conform to our approved specifications. Subject to specific exceptions, we offer a one-year limited warranty.

Research and Development

Research and development is critical to our success and is focused on process, product and system level development. We conduct our product
and system engineering activities primarily in Sunnyvale, California and Netanya, Israel, with additional design and development engineering
teams located in the United States and Asia.
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Our primary development focus is on MirrorBit products for embedded Flash memory applications. We conduct our process development
primarily in Sunnyvale, California, at our fabrication facility located in Austin, Texas and at third party foundries that provide foundry services
to us. We are developing non-volatile memory process technologies with continuing refinement of our 65-nanometer process technology and
plans for deployment of 45-nanometer and more advanced technology. In April 2009, we stopped further production of development wafers at
our research and development manufacturing facility known as the Sub-micron Development Center, or SDC, in Sunnyvale, California, as part
of our strategy to reduce research and development costs by utilizing third party foundries for process development.

Our research and development expenses for fiscal 2009, fiscal 2008 and fiscal 2007 were approximately $136.4 million, $431.8 million and
$436.8 million, respectively. The 2009 decline in R&D was primarily driven by our strategic realignment and the optimization of our business
model. We invested over $1.2 billion in R&D between 2006 and 2008 primarily on the development of next-generation process technologies.
The majority of this R&D was for the development of next generation process technologies. We have 65-nanometer products in production
which currently represent only a small portion of our revenues. Our flexible manufacturing strategy takes advantage of this past process
technology investment and leverages that investment with partners for advanced node wafer fabrication. With the majority of our customers
presently using 110- and 90-nanometer technologies, we anticipate migrating customers to 65- and 4x-nanometer and then eventually to
3x-nanometer technology over the next several years. We do not anticipate having to invest at historical levels in R&D processes to meet our
customers� near to midterm needs. The focus, therefore, will be on product development and specific needs of certain subcategories of the
market.

Manufacturing

We own and operate one wafer fabrication facility in Austin, Texas (Fab 25), which has approximately 114,000 square feet of clean room space.
This facility produces 200-millimeter wafers, manufactured using 110-nanometer, 90-nanometer and 65-nanometer process technology. We also
own two assembly and test facilities in Bangkok, Thailand and in Kuala Lumpur, Malaysia, and we use a number of third party companies to
provide supplemental final manufacturing services for us. We own a third facility in Penang, Malaysia which is currently utilized for sort
services.

We plan to continue to outsource production of more advanced technology nodes and a significant portion of our manufacturing function to
external foundry partners. To augment our internal wafer fabrication capacity, we have foundry agreements with Semiconductor Manufacturing
International Corporation, or SMIC, Fujitsu and TI. The arrangement with SMIC provides flexibility to support customer demand for advanced
technology products at 65-nanometer if we are unable to support such demand from our in-house capacity. The arrangement with Fujitsu
Limited, using our former JV1 and JV2 wafer fabrication facilities which we sold to them in April 2007, provides us with the ability to
efficiently support the declining customer demand for legacy products on legacy production process nodes. The arrangement with Texas
Instruments provides us with wafer and sort services we previously received from Spansion Japan and enables us to operate our Fab 25 facility
with greater flexibility. In September 2009, we sold to Powertech Technology Inc. (PTI) our final manufacturing facility located in Suzhou,
China, and certain related equipment. Following the sale, PTI began providing final manufacturing services to us at the Suzhou facility, further
representing our shift to an outsourced manufacturing model.

Our manufacturing processes require many raw materials, such as silicon wafers, mold compound, substrates and various chemicals and gases,
and the necessary equipment for manufacturing. We obtain these materials and equipment from a large number of suppliers located throughout
the world.

Process Technology

Process technology refers to the particular fabrication method used to manufacture semiconductor integrated circuits. Like most semiconductor
companies, we direct significant efforts toward the invention and development of manufacturing process technologies that achieve one or more
of the following objectives: reduction of our
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manufacturing costs, improvement of our device performance and/or addition of product features and capabilities. We achieve these goals
primarily through a combination of optimizing the number of process steps required to produce a product, and by reducing the scale or size of
key structures in our integrated circuits such as the memory cells or transistors used to store charge and the surrounding circuits that manage and
interface to these cells. We develop each process technology using particular design rules and refer to this as the process or technology node
using nanometers as a measurement of length of certain critical structures in the process. By shrinking the transistors, we enable more transistors
in the same area, which allows us to manufacture more bits per wafer at each successive process node, decreasing material cost per bit and
increasing yield for a given density. During fiscal 2009, we offered products manufactured on technology nodes from 320-nanometer to
65-nanometer, utilizing MirrorBit and floating gate cell technology. We continue to manufacture products based on floating gate technology at
process nodes from 320-nanometer to 110-nanometer. However, during fiscal 2009, the majority of our wafer production was focused on the
manufacture of MirrorBit products using 110- and 90-nanometer process technology. We also manufactured MirrorBit ORNAND products and
MirrorBit NOR products on 65-nanometer process technology.

Environmental Matters

Many of our facilities are located on properties or in areas with a long history of industrial activity. Prior to our reorganization in 2003,
environmental audits were conducted for each of our manufacturing facilities. The audits described various conditions customary of facilities in
our industry and, in particular, noted historical soil and groundwater contamination at our Sunnyvale, California facility arising from the leakage
of chlorinated solvent storage tanks that previously had been located on this property. This property is listed on the U.S. Environmental
Protection Agency�s Superfund National Priorities List. AMD, as the former owner of the property, is investigating and remediating this
contamination.

In connection with our reorganization in 2003, each of AMD and Fujitsu agreed to indemnify us against losses arising out of the presence or
release, prior to June 30, 2003, of hazardous substances at or from these and other sites they each contributed to us. Conversely, our subsidiary
agreed to indemnify each of AMD and Fujitsu from and against liabilities arising out of events or circumstances occurring after June 30, 2003,
in connection with the operation of our business. AMD and Fujitsu, on the one hand, and we, on the other, agreed to indemnify the other against
liability arising from permit violations attributable to our respective activities. To the extent AMD and Fujitsu cannot meet their obligations
under any of their indemnity agreements, or material environmental conditions arise, we may be required to incur costs to address these matters,
which could have a material adverse effect on us.

We have made and will continue to make capital and other expenditures to comply with environmental laws, but we do not expect compliance
with environmental requirements to result in material expenditures in the foreseeable future. Environmental laws and regulations are complex,
change frequently and have tended to become more stringent over time�factors that could alter the current outlook.

Competition

Our principal NOR Flash memory competitors are Micron Technology, Inc., Macronix International Co., Ltd., Winbond Electronics Corp. and
Samsung Electronics Co., Ltd. Additional NOR Flash memory competitors include Microchip Technology Inc., EON Silicon Solution Inc.,
Atmel Corporation and Toshiba Corporation. We increasingly compete with NAND Flash memory manufacturers where NAND Flash memory
has the ability to replace NOR Flash memory in customer applications. Our principal NAND Flash memory competitors include Samsung
Electronics Co., Ltd. and Micron Technology, Inc. In the future, our principal NAND Flash memory competitors may include Elpida Memory,
Inc., Hynix Semiconductor Inc., Toshiba Semiconductor Company, Powerchip Technology Corporation, Macronix International Co., Ltd., Intel
Corporation and SanDisk Corporation.
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We believe Flash memory providers must also possess the following attributes to remain competitive:

� strong relationships with OEMs, ODMs and contract manufacturers that are acknowledged leaders within their respective industries;

� discipline to continually reduce costs ahead of historically declining semiconductor market prices;

� strong market focus to identify emerging Flash memory applications;

� leadership in research and development;

� flexibility in manufacturing capacity and utilization so as to take advantage of industry conditions through market cycles;

� access to the financial resources needed to maintain a highly competitive technological position;

� focus on sustainable and profitable portions of the Flash memory market;

� the ability to establish and sustain strategic relationships and alliances with key industry participants;

� the ability to manufacture products with a high degree of market acceptance and a low cost structure; and

� rapid time to market for new products, measured by the time elapsed from first conception of a new product to its commercialization.
Employees

After deconsolidation of Spansion Japan in March 2009 and combined workforce reductions of 3,200 employees in February, May and October
2009, we had approximately 3,300 employees at June 27, 2010.

Backlog

A significant portion of our sales are made from inventory on a current basis. Sales are made primarily pursuant to purchase orders for current
delivery or agreements covering purchases over a period of time. These orders or agreements may be revised or canceled without penalty.
Generally, in light of current industry practice and experience, we do not believe that backlog information is necessarily indicative of actual
sales for any succeeding period.

Intellectual Property and Licensing

Our success depends in part on our proprietary technology. While we attempt to protect our proprietary technology through patents, copyrights
and trade secrets, we believe that our success will depend more upon technological expertise, continued development of new products, and
successful cost reductions achievable by improving process technologies. In addition, we have access to intellectual property through certain
cross-license arrangements with AMD and Fujitsu. There can be no assurance that we will be able to protect our technology or that competitors
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will not be able to develop similar technology independently. We currently have a number of United States and foreign patents and patent
applications. There can be no assurance that the claims allowed on any patents we hold will be sufficiently broad to protect our technology, or
that any patents will issue from any application pending or filed by us. In addition, there can be no assurance that any patents issued to us will
not be challenged, invalidated or circumvented or that the rights granted thereunder will provide competitive advantages to us.

Rights to Intellectual Property

We rely on a combination of protections provided by contracts, including confidentiality and non-disclosure agreements, copyrights, patents,
trademarks and common law rights, such as trade secrets, to protect our intellectual property. Our U.S. patents are potentially valid and
enforceable for either 17 years from the date they
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were issued or 20 years from the date they were filed. Accordingly, some of our existing patents will only survive for a few more years while
others will survive for approximately another 15 years. We do not believe that the expiration of any specific patent will have a material adverse
effect on us. In addition, the duration of our valid and enforceable trademarks is indefinite.

AMD and Fujitsu have each contributed to us various intellectual property rights pursuant to an Amended and Restated Intellectual Property
Contribution and Ancillary Matters Agreement. Under this agreement, we became owners, or joint owners with each of Fujitsu and AMD, of
certain patents, patent applications, trademarks, and other intellectual property rights and technology. AMD and Fujitsu reserved rights, on a
royalty-free basis, to practice the contributed patents and to license these patents to their affiliates and successors-in-interest to their
semiconductor groups. AMD and Fujitsu each have the right to use the jointly-owned intellectual property for their own internal purposes and to
license such intellectual property to others to the extent consistent with their non-competition obligations to us.

In connection with our reorganization in June 2003, we entered into separate patent cross-license agreements with each of AMD and Fujitsu in
which we granted to AMD or Fujitsu, as applicable, and AMD or Fujitsu, as applicable, each granted to us, non-exclusive licenses under certain
patents and patent applications of their semiconductor groups to make, have made, use, sell, offer to sell, lease, import and otherwise dispose of
specific semiconductor-related products anywhere in the world. The patents and patent applications that are licensed are those with an effective
filing date prior to the termination of our patent cross-license agreements. Each agreement will automatically terminate on June 30, 2013. Each
agreement may be terminated by a party on a change in control of the other party or its semiconductor group. The licenses to patents under
license at the time of the termination will survive until the last such patent expires. Beginning in November 2008, we no longer incurred
royalties associated with licenses that survive the termination of the cross-license agreement.

We are party to various lawsuits, and may in the future be subject to additional claims, based on allegations that we are infringing intellectual
property rights of third parties through the manufacture and sale of our products and the operation of our business. Therefore, absent negotiating
our own license agreements with the third parties who own such intellectual property, we may be required to pay substantial damages and could
be enjoined from selling certain of our products.

We will continue to attempt to negotiate our own agreements and arrangements with third parties for intellectual property and technology that is
important to our business, including the intellectual property that we previously had access to through our relationship with AMD. We will also
attempt to acquire new patents as our success in negotiating patent cross-license agreements with other industry participants will depend in large
part upon the strength of our patent portfolio relative to that of the third party with which we are negotiating.

Patents and Patent Applications

As of June 27, 2010, we had 1,521 U.S. patents, 841 foreign patents and 517 patent applications pending in the United States. We expect to file
future patent applications in both the United States and abroad on significant inventions, as we deem appropriate. In addition, under our
cross-license agreement with AMD, AMD granted us the right to use a substantial number of patents that AMD owns. Similarly, under our
cross-license agreement with Fujitsu, Fujitsu also granted us the right to use a substantial number of patents that Fujitsu owns. There can be no
assurance that the claims allowed on any patents we hold will be sufficiently broad to protect our technology, or that any patents will issue from
any application pending or filed by us.

Legal Proceedings

Tessera ITC Action

On April 17, 2007, Tessera, Inc. filed a complaint under section 337 of the Tariff Act of 1930, 19 U.S.C. § 1337, in the United States
International Trade Commission (�ITC�) against respondents ATI Technologies, Inc., Freescale Semiconductor, Inc., Motorola, Inc., Qualcomm,
Inc., Spansion Inc., Spansion LLC and
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STMicroelectronics N.V. Tessera claims that �face up� and �stacked-chip� small format laminate Ball Grid Array (�BGA�) packages, including the
Spansion 5185941F60 chip assembly, infringe certain specified claims of United States Patent Nos. 5,852,326 and 6,433,419 (�Asserted Patents�).
The complaint requests that the ITC institute an investigation into the matter. The complaint seeks a permanent exclusion order pursuant to
section 337(d) of the Tariff Act of 1930, as amended, excluding from entry into the United States all semiconductor chips with small format
laminate BGA semiconductor packaging that infringe any of the Asserted Patents, and all products containing such infringing small format
laminate BGA semiconductor packaged chips. The complaint also seeks a permanent cease and desist order pursuant to section 337(f) of the
Tariff Act of 1930, as amended, directing respondents with respect to their domestic inventories to cease and desist from marketing, advertising,
demonstrating, sampling, warehousing inventory for distribution, offering for sale, selling, distributing, licensing, or using any semiconductor
chips with small format laminate BGA semiconductor packaging that infringe any of the Asserted Patents, and/or products containing such
semiconductor chips. On May 15, 2007, the ITC instituted an investigation. On February 26, 2008, Administrative Law Judge Essex, who was
assigned the ITC Investigation, issued an Initial Determination granting respondents� motion for a stay of the ITC investigation pending
completion of the re-examination of the Asserted Patents by the U.S. Patent and Trademark Office. On March 4, 2008, Tessera filed, with the
ITC, a Petition for Review of the Initial Determination Ordering Stay. On March 27, 2008, the ITC issued an order reversing Judge Essex�s
Initial Determination, and denying Respondents� motion for a stay of the ITC investigation pending reexamination of the Asserted Patents. On
December 1, 2008, Judge Essex issued an Initial Determination, ruling that the accused small-format BGA packages of Spansion Inc. and
Spansion LLC and the other respondents did not infringe the asserted claims of the Asserted Patents and, therefore, Spansion Inc. and Spansion
LLC and the other respondents were not in violation of section 337 of the Tariff Act of 1930. On December 15, 2008, Tessera filed with the ITC
a petition to review the Initial Determination. On May 20, 2009, the ITC issued a Final Determination reversing the Initial Determination by
finding that there was a violation of 19 U.S.C. § 1337 by Spansion Inc. and Spansion LLC, Qualcomm, Inc., ATI Technologies, Motorola, Inc.,
STMicroelectronics N.V. and Freescale Semiconductor, Inc., and determined that the appropriate form of relief is (1) a limited exclusion order
under 19 U.S.C. § 1337(d)(1) prohibiting the unlicensed entry of semiconductor chips with minimized chip package size and products
incorporating these chips that infringe one or more of claims 1, 2, 6, 12, 16-19, 21, 24-26, and 29 of the �326 patent and claims 1-11, 14, 15,19,
and 22-24 of the �419 patent, and are manufactured abroad by or on behalf of, or imported by or on behalf of, Spansion, Qualcomm, ATI,
Motorola, STMicroelectronics N.V. and Freescale; and (2) cease and desist orders directed to Motorola, Qualcomm, Freescale and Spansion.
The cease and desist order directed to Spansion prohibits importing, selling, marketing, advertising, distributing, offering for sale, transferring
(except for exportation) and soliciting U.S. agents or distributors for certain semiconductor chips that are covered by the patents asserted in the
action. On June 2, 2009, Spansion and the other respondents to the investigation jointly filed with the ITC a motion to stay the effect of the ITC
decision pending appeal to the U.S. Court of Appeals for the Federal Circuit (the �Federal Circuit�). On July 17, 2009, the ITC denied the motion.
On July 20, 2009, Spansion appealed the ITC decision to the Federal Circuit and filed an emergency motion for stay pending appeal and
immediate temporary stay. The Federal Circuit denied the stay motions on September 8, 2009. The principal brief in the Federal Circuit appeal
was filed on October 30, 2009. Oral arguments for the appeal were held on June 9, 2010. On September 24, 2010, the Asserted Patents expired
thereby terminating the exclusion order.

Tessera District Court Case

On October 7, 2005, Tessera, Inc. filed a complaint, Civil Action No. 05-04063, for patent infringement against Spansion LLC in the United
States District Court for the Northern District of California under the patent laws of the United States of America, 35 U.S.C. section 1, et seq.,
including 35 U.S.C. section 271. The complaint alleges that Spansion LLC�s Ball Grid Array (BGA) and multichip packages infringe the
following Tessera patents: United States Patent No. 5,679,977, United States Patent No. 5,852,326, United States Patent No. 6,433,419 and
United States Patent No. 6,465,893. On December 16, 2005, Tessera filed a First Amended Complaint naming Spansion Inc. and Spansion
Technology Inc., our wholly owned subsidiary, as defendants. On January 31, 2006, Tessera filed a Second Amended Complaint adding
Advanced Semiconductor Engineering,
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Inc., Chipmos Technologies, Inc., Chipmos U.S.A., Inc., Silicon Precision Industries Co., Ltd., Siliconware USA, Inc., ST Microelectronics
N.V., ST Microelectronics, Inc., Stats Chippac Ltd., Stats Chippac, Inc., and Stats 34 Chippac (BVI) Limited. The Second Amended Complaint
alleges that Spansion LLC�s BGA and multichip packages infringe the four Tessera patents identified above. The Second Amended Complaint
further alleges that each of the newly named defendants is in breach of a Tessera license agreement and is infringing on a fifth Tessera patent,
United States Patent No. 6,133,627. The Second Amended Complaint seeks unspecified damages and injunctive relief. On February 9, 2006,
Spansion filed an answer to the Second Amended Complaint and asserted counterclaims against Tessera. On April 26, 2007, Spansion, along
with other defendants, filed a motion to stay the District Court action pending resolution of the proceeding before the International Trade
Commission described below. On May 24, 2007, Judge Wilken issued an order staying the District Court action until final resolution of the ITC
action.

There is also a related proceeding in the Bankruptcy Court regarding an estimation of damages, for the time period commencing on March 1,
2009, sought by Tessera related to the District Court case. There was a Claims Estimation proceeding hearing on this matter on January 29, 2010
before the Bankruptcy Court and on February 8, 2010, the Court estimated damages for the time period in question to be $4,232,986.13, which
amount we have placed into a segregated restricted account.

There is also a related proceeding in the Bankruptcy Court regarding an estimation of damages, for the time period prior to March 1, 2009,
which the Bankruptcy Court has estimated in the amount of $130 million for purposes of establishing a reserve in connection with our
bankruptcy proceedings. Any damages related to this time period would be settled through the issuance of shares reserved in the Chapter 11
Cases.

Fast Memory Erase LLC v. Spansion Inc., et al.

On June 9, 2008, Fast Memory Erase LLC filed a complaint in the U.S. District Court for the Northern District of Texas alleging patent
infringement against Spansion Inc., Spansion LLC, Intel Corp., Numonyx B.V., Numonyx, Inc., Nokia Corp., Nokia Inc., Sony Ericsson Mobile
Communications AB, Sony Ericsson Mobile Communications (USA), Inc., and Motorola, Inc. Fast Memory Erase�s complaint alleges that
Spansion�s NOR Flash products using floating gate technology infringe one or more claims of U.S. Patent No. 6,236,608 (the �608 patent). Fast
Memory Erase has also asserted U.S. Patent No. 6,303,959 (the �959 patent) in its complaint against the products of other defendants, namely
Intel and Numonyx, but it has not asserted the �959 patent against any Spansion products. Fast Memory Erase in its complaint is seeking: a
declaration that the �608 and �959 patents are valid and enforceable; a declaration that Spansion and the other defendants have infringed the �608
and �959 patents; a declaration that the defendant�s infringement was willful; an award of damages in an unspecified amount; entry of a
preliminary and, thereafter, permanent injunction against the defendants for direct, active inducement, and/or contributory infringement of the
�608 and �959 patents; an award of its expenses, costs and attorneys fees pursuant to 35 U.S.C. § 285; an award of increased damages in an
amount not less than (3) three times the amount of damages found by the jury or assessed by the court for the defendant�s willful infringement; an
award of interest on its damages; and such other relief as the Court deems just and proper. Spansion has answered Fast Memory Erase�s
complaint and amended complaint. Spansion�s answers assert that Spansion does not infringe the �608 patent and that the �608 patent is invalid. In
its answers, Spansion also asserts counterclaims against Fast Memory Erase for declaratory judgments of non-infringement and invalidity. The
U.S. District Court proceeded with a Markman hearing to determine the meaning of certain claims on September 16, 2009. No ruling has yet
been issued as a result of the Markman hearing with respect to the �608 patent. On February 2, 2010, the judge issued a Memorandum Opinion
and Order construing the claims of the �959 patent. On December 9, 2009, an order was entered staying the case as it relates to the �608 patent
pending a reexamination proceeding pending in the U.S. Patent and Trademark Office (the �PTO�) regarding the �608 patent.

The PTO issued a second Office Action in the ex parte reexamination for the �608 patent on March 30, 2010. The Examiner made the second
Office Action final. Several claims of the �608 patent, including the claims asserted against Spansion, were rejected as being anticipated by
certain prior art, and certain other dependent claims were objected to as being dependent upon a rejected base claim, but the Examiner also
indicated that the
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objected-to claims would be allowable if rewritten in independent form including all of the limitations of the base claim and any intervening
claims.

On April 12, 2010, the U.S. District Court for the Northern District of Texas issued an Order requesting a joint status report by April 26, 2010
advising the court whether or not the stay should be lifted in light of the second Office Action issued by the PTO. On April 26, 2010, a joint
status report pursuant to the Order was filed.

We believe that we have meritorious defenses against Fast Memory Erase�s claims and we intend to continue to defend this proceeding
vigorously.

LSI, Agere ITC Investigation

On April 18, 2008, LSI Corporation and Agere Systems, Inc. (collectively �Complainants�) filed a complaint under section 337 of the Tariff Act of
1930, 19 U.S.C. § 1337, in the ITC against respondents United Microelectronics Corporation, Integrated Device Technology, Inc., AMIC
Technology Corporation, Elpida Memory, Inc., Freescale Semiconductor, Inc., Grace Semiconductor Manufacturing Corporation, Microchip
Technology, Inc., Micromas Semiconductor Holding, AG, National Semiconductor Corporation, Nanya Technology Corporation, NXP B.V.,
ON Semiconductor Corporation, Powerchip Semiconductor Corporation, ProMOS Technologies, Inc., Spansion, Inc., STMicroelectronics NV
and Vanguard International Semiconductor Corporation. The complaint alleges that certain Spansion Flash products, including Spansion�s 4 Mb
CMOS 3.0 Volt-only Simultaneous Read/Write Flash Memory and 1 G MirrorBit NOR Flash products, infringe at least claim 1 of U.S. Patent
No. 5,227,335 (the �Asserted Patent�). The complaint requests that the ITC institute an investigation into the matter. The complainant seeks a
permanent exclusion order pursuant to section 337(d) of the Tariff Act of 1930, as amended, excluding from entry into the United States all
semiconductor IC devices and products containing same, made by a method that infringes one or more claims of the Asserted Patent. The
complainant also seeks a permanent cease and desist order pursuant to section 337(1) of the Tariff Act of 1930, as amended, directing
respondents to cease and desist from importing, selling, offering for sale, using, demonstrating, promoting, marketing, and/or advertising in the
United States, or otherwise transferring outside the United States for sale in the United States, semiconductor IC devices and products containing
same made by a method that infringes one or more claims of the Asserted Patent. On May 16, 2008, the ITC instituted an investigation. A
hearing was held July 20, 2009 through July 27, 2009. The initial determination based upon that hearing was issued on September 21, 2009. The
judge held that the patent asserted by LSI and Agere is invalid and that Spansion is not a proper party to the action. On September 21, 2009, the
judge issued an Initial Determination ruling that claims 1, 3, and 4 of the �335 patent were invalid due to anticipation in view of certain IBM prior
art, and that LSI/Agere had not established that Spansion Inc. imported or sold a product in the United States according to an accused process.
Consequently, the judge ruled that Spansion Inc. was not in violation of section 337 of the Tarriff Act as accused by LSI/Agere. On March 22,
2010, the ITC issued its Final Determination and Opinion affirming the Initial Determination of the administrative law judge. On May 14, 2010,
LSI/Agere filed in the United States Court of Appeals for the Federal Circuit a Notice of Appeal from the Final Determination.

We believe that we have meritorious defenses against LSI�s and Agere�s claims and we intend to continue to defend this proceeding vigorously.

LSI, Agere v. Spansion, Inc., et al.

On April 18, 2008, LSI Corporation and Agere Systems, Inc. filed a complaint, Civil Action No. 2�08 CV-165, in the United States District Court
for the Eastern District of Texas, against defendants United Microelectronics Corporation, Integrated Device Technology, Inc., AMIC
Technology Corporation, Elpida Memory, Inc., Freescale Semiconductor, Inc., Grace Semiconductor Manufacturing Corporation, Microchip
Technology, Inc., Micromas Semiconductor Holding, AG, National Semiconductor Corporation, Nanya Technology Corporation, NXP B.V.,
ON Semiconductor Corporation, Powerchip Semiconductor Corporation, ProMOS Technologies, Inc., Spansion, Inc., STMicroelectronics NV
and Vanguard International Semiconductor
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Corporation (�Defendants�). The complaint alleges that certain Spansion Flash products, including Spansion�s 4 Mb CMOS 3.0 Volt-only
Simultaneous Read/Write Flash Memory and 1 G MirrorBit NOR Flash products, infringe at least claim 1 of U.S. Patent No. 5,227,335 (the
�Asserted Patent�). The complaint seeks a declaration that Spansion infringes the Asserted Patent, permanent injunctive relief and unspecified
reasonable royalty and other damages, a trebling of damages for alleged willful conduct and attorney�s fees. On June 13, 2008 Defendants filed
an Unopposed Motion to stay the Eastern District of Texas action pending resolution of an International Trade Commission investigation (�ITC�)
that is described below. On June 13, 2008, Judge T. John Ward issued an order staying the Eastern District of Texas action until a final
determination of the ITC investigation described below.

We believe that we have meritorious defenses against LSI�s and Agere�s claims and we intend to defend the lawsuit vigorously.

Spansion v. Samsung Patent Infringement Litigations

Samsung ITC Investigation

On November 17, 2008, Spansion Inc. and Spansion LLC filed a complaint under section 337 of the Tariff Act of 1930, 19 U.S.C. § 1337, in the
United States International Trade Commission (�ITC�) against respondents Samsung Electronics Co., Ltd., Samsung Electronics America, Inc.,
Samsung International, Inc., Samsung Semiconductor, Inc., and Samsung Telecommunications America, LLC, Apple, Inc., Hon Hai Precision
Industry Co., Ltd., AsusTek Computer Inc., Asus Computer International, Inc., Kingston Technology Company, Inc., Kingston Technology
(Shanghai) Co. Ltd., Kingston Technology Far East Co., Kingston Technology Far East (Malaysia) Sdn. Bhd., Lenovo Group Limited, Lenovo
(United States) Inc., Lenovo (Beijing) Limited, Lenovo Information Products (Shenzhen) Co., Ltd., Lenovo (Huiyang) Electronic Industrial Co.,
Ltd., Shanghai Lenovo Electronic Co., Ltd., PNY Technologies, Inc., Research In Motion, Ltd., Research In Motion Corporation, Sony
Corporation, Sony Corporation of America, Sony Ericsson Mobile Communications AB, Sony Ericsson Mobile Communications (USA), Inc.,
Beijing SE Putian Mobile Communication Co., Ltd., Transcend Information Inc., Transcend Information Inc. (US), Transcend Information Inc.
(Shanghai Factory), Verbatim Americas LLC, and Verbatim Corporation (collectively, �Downstream Respondents�). In the ITC Complaint,
Spansion alleges that Samsung and Downstream Respondents infringe United States Patent Nos. 6,376,877 and 5,715,194 (the �Asserted
Patents�), which are owned by Spansion, through the unlawful importation into the United States of certain Samsung Flash memory chips. The
complaint seeks a permanent general exclusion order pursuant to section 337(d) of the Tariff Act of 1930, as amended, excluding from entry into
the United States the Samsung chips that infringe any of the Asserted Patents, and all products produced by Downstream Respondents that
contain such chips. The complaint also seeks a permanent cease and desist order pursuant to section 337(f) of the Tariff Act of 1930, as
amended, prohibiting Samsung and Downstream Respondents from importing, selling for importation, using, offering for sale, selling after
importation, building inventory for distribution, distributing, licensing, or otherwise transferring within the United States, Samsung chips that
infringe any of the Asserted Patents, and/or products containing such chips. On December 18, 2008, the ITC instituted an investigation.
Discovery in this case is ongoing. A Markman hearing was held on November 10, 2009. No order has been issued as a result of the Markman
hearing. A trial was held from May 3, 2010 through May 14, 2010. On October 22, 2010 the judge issued his Initial Determination concluding
that there was no violation of 19 U.S.C. § 1337 with respect to either of the two remaining Asserted Patents.

Spansion v. Samsung District Court Action

On November 17, 2008, Spansion LLC filed a complaint, Civil Action No. 08-855-SLR, in the United States District Court for the District of
Delaware, against defendants Samsung Electronics Co. LTD., Samsung Electronics America, Inc., Samsung Semiconductor, Inc., Samsung
Telecommunications America, LLC, and Samsung Austin Semiconductor, LLC (�Samsung U.S.�). The complaint alleges that certain Samsung
Flash memory chips infringe United States Patent Nos. 6,455,888, 6,509,232, 5,831,901, 5,991,202, 6,433,383, and 6,246,610 (the �Spansion
Patents�). The complaint seeks a judgment that Samsung infringes the Spansion Patents, permanent injunctive relief and damages, a trebling of
damages for alleged willful conduct, and attorney�s fees,
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costs, and expenses. On January 8, 2009, Samsung U.S. answered the Complaint and asserted a number of affirmative defenses. Samsung U.S.�s
answer seeks a judgment of non-infringement as well as attorney�s fees, costs, and expenses in connection with defending against Spansion�s
claims. On January 16, 2009, Samsung answered the Complaint, asserted affirmative defenses and counterclaimed that Spansion infringes
United States Patent Nos. 6,930,050, 5,748,531, 5,740,065, 5,567,987, and 5,173,442 (the �Samsung Patents�), owned by Samsung. Samsung�s
counterclaim seeks a judgment that Spansion infringes the Samsung Patents, permanent injunctive relief and damages, a trebling of damages for
alleged willful conduct, and attorney�s fees, costs, and expenses. On August 3, 2009, Samsung amended its counterclaims to remove Patent Nos.
6,930,050 and 5,740,065, from the action. On August 13, 2009, Spansion responded to Samsung�s counterclaims as to the remaining patents
asserted by Samsung (i.e., United States Patent Nos., 5,748,531, 5,567,987, and 5,173,442). The action is presently scheduled for trial in October
2011, and discovery is underway.

Samsung v. Spansion Japan Ltd.

On January 28, 2009, Samsung filed two patent infringement actions in the Tokyo District Court in Japan against Spansion Japan Ltd. (�Spansion
Japan�) alleging that certain Flash memory chips manufactured or sold by Spansion Japan infringe certain Japanese patents allegedly owned by
Samsung. The actions allege infringement of Japanese patents JP 3834189 and JP 3505324. The two actions have been consolidated for trial.
The complaints seek both injunctive relief and damages. On March 31, 2009, this action by Samsung against Spansion Japan was stayed pending
approvals of the U.S. Bankruptcy Court and the Tokyo District Court of a settlement agreement between Spansion and Samsung. A technical
hearing was held on December 18, 2009, and a subsequent hearing occurred on January 28, 2010. Additional briefing has been requested by the
court, the next of which is due March 1, 2010. On August 31, 2010 the Tokyo High Court issued a decision in case H21-Wa-1986 that Spansion
Japan did not infringe the Samsung patent at issue in that case.

Samsung v. Spansion ITC Investigation

On July 31, 2009, Samsung filed a patent infringement complaint with the ITC against Spansion Inc. and Spansion LLC (collectively, �Spansion�),
Spansion Japan Limited, and the following downstream respondents: Alpine Electronics, Inc., Alpine Electronics of America, Inc., D-Link
Corporation, D-Link Systems, inc., Slacker, Inc., Synology, Inc., Synology North America Corp., Shenzhen Egreat Co., Ltd., EGreat USA,
Appro International, Inc., BenQ (Qisda), Samsung XM Radio, Kingston and Magellan (MiTAC). The ITC commissioned its investigation of
Samsung�s complaint on August 27, 2009. On March 17, 2010, the administrative law judge issued an Order setting a target date for completion
of the Investigation on June 28, 2011. On March 23, 2010, the administrative law judge issued an Order scheduling a hearing in the Investigation
from December 6-17, 2010. The stay of the Investigation was lifted on April 30, 2010.

Samsung v. Spansion International, Inc.

On July 31, 2009, Samsung Electronics Co., Ltd. commenced an action in the Fourth Civil Division of the Federal Court in Dusseldorf,
Germany against Spansion International, Inc. and other third parties alleging patent infringement since March 2, 2009 of German patent DE 693
27 499 T2 (EP 0 591 009 B1). The action seeks damages in the amount of � 500,000 (approximately $703,460 as of December 27, 2009). An
initial hearing to establish the schedule for the case was set for October 20, 2009. On September 4, 2009, Spansion filed a motion seeking to
enforce the automatic stay as to this action, and on November 4, 2009, the U.S. Bankruptcy Court issued an order granting Spansion�s motion to
stay this action. On August 27, 2010 Spansion filed a nullity action (Case no. 2 Ni 22/10 (EP)) in the Federal Patent Court in Munich, Germany
seeking a decision that the patent asserted by Samsung is invalid.

Spansion LLC v. Samsung Electronics Co., Ltd., et al. (ITC)

On August 6, 2010, Spansion LLC filed a complaint (Investigation No. 337-TA-735) with the ITC seeking institution of an investigation by the
ITC pursuant to Section 337 of the Tariff Act of 1930, as amended, with

80

Edgar Filing: Spansion Inc. - Form S-1/A

Table of Contents 103



Table of Contents

respect to violations of Section 337 based on the sale for importation into the United States, importation and/or sale within the United States
after importation of Samsung Chips and downstream products containing those chips that infringe one or more claims of certain Spansion U.S.
Patents. The proposed Respondents in the action are Samsung Electronics Co., Ltd., Samsung Electronics America, Inc., Samsung International,
Inc., Samsung Semiconductor, Inc., Samsung Telecommunications America, LLC, Apple, Inc., BenQ Corp., BenQ America Corp., Qisda Corp.,
Kingston Technology Company, Inc., Kingston Technology (Shanghai) Co. Ltd., Kingston Technology Far East Co., Kingston Technology Far
East (Malaysia) Sdn Bhd, MiTAC Digital Corporation (aka Magellan), MiTAC International Corporation, Nokia Corp., Nokia Inc., PNY
Technologies, Inc., Research In Motion Ltd., Research In Motion Corporation, Sirius XM Radio Inc., Transcend Information Inc., Transcend
Information, Inc. (US), and Transcend Information Inc. (Shanghai Factory).

The Complaint alleges infringement of U.S. Patent Nos.: 7,018,922; 6,900,124; 6,459, 625; and 6,369,416, which are owned by Spansion. The
Complaint seeks issuance of a permanent general exclusion order excluding from entry into the United States Samsung Chips and downstream
products containing Samsung Chips as described and claimed in Spansion�s Patents, a permanent limited exclusion order excluding from entry
into the United States Samsung Chips and all Respondents� downstream products containing Samsung Chips as described and claimed in
Spansion�s Patents, and a permanent cease and desist order prohibiting the importation, sale for importation, use, offering for sale, sale after
importation, inventory for distribution, distribution, licensing, or otherwise transferring within the United States Samsung Chips and downstream
products containing Samsung Chips.

On September 7, 2010, the ITC issued a Notice of Investigation advising us that it has instituted an investigation based upon the Complaint filed
by Spansion.

On October 7, 2010 the judge issued an order establishing the procedural schedule in this action. The order sets certain procedural due dates
including June 20, 2011 as the trial date, September 12, 2011 as the due date for the Initial Determination, and January 12, 2012 as the Target
Date for completion of the investigation.

Spansion LLC v. Samsung Electronics Co., Ltd., et al (N.D. Cal.)

On August 6, 2010, Spansion LLC filed a complaint in the U.S. District Court for the Northern District of California�San Jose Division (CV
10-03446 JCS) for patent infringement against Samsung Electronics Co., Ltd., Samsung Electronics America, Inc., Samsung
Telecommunications America, LLC, and Samsung Austin Semiconductor, LLC (�Samsung Defendants�). The complaint alleges infringement of
U.S. Patent Nos.: 7,018,922; 6,900,124; 6,459, 625; and 6,369,416, which are owned by Spansion (�Spansion Patents�).

The Complaint seeks entry of a judgment that:

� the Samsung Defendants have infringed the Spansion Patents;

� the infringement of the Spansion Patents has been willful;

� the Samsung Defendants be preliminarily and permanently enjoined from infringement of the Spansion Patents;

� Spansion be awarded compensatory damages, together with prejudgment interest and costs;

� Spansion be awarded treble damages for willful past infringement;

� This case be adjudged an exceptional case under 35 U.S.C. § 285 in favor of Spansion and that Spansion be awarded its costs,
attorneys� fees, and all other expenses incurred in this action; and
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� Spansion be awarded such other relief as the Court deems just and proper.
The Samsung Defendants have not yet answered the Complaint.

Spansion LLC v. Samsung Electronics Co., Ltd, et al (E.D. Va.)

On August 6, 2010, Spansion LLC filed a complaint in the U.S. District Court for the Eastern District of Virginia�Alexandria Division (1-10 CV
881 CMH/JFA) for patent infringement against Samsung Electronics
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Co., Ltd., Samsung Electronics America, Inc., Samsung Telecommunications America, LLC, and Samsung Austin Semiconductor, LLC
(�Samsung Defendants�). The complaint alleges infringement of U.S. Patent Nos.: 7,151,027; 6,359,307; and 6,232,630, which are owned by
Spansion (�Spansion Patents�).

The Complaint seeks entry of a judgment that:

� the Samsung Defendants have infringed the Spansion Patents;

� the infringement of the Spansion Patents has been willful;

� the Samsung Defendants be preliminarily and permanently enjoined from infringement of the Spansion Patents;

� Spansion be awarded compensatory damages, together with prejudgment interest and costs;

� Spansion be awarded treble damages for willful past infringement;

� This case be adjudged an exceptional case under 35 U.S.C. § 285 in favor of Spansion, and that Spansion be awarded its costs,
attorneys� fees, and all other expenses incurred in this action; and

� Spansion be awarded such other relief as the Court deems just and proper.
The Samsung Defendants have not yet answered the Complaint. Samsung filed a motion to transfer this case to the Northern District of
California. A hearing on this motion was held on October 22, 2010 at which the judge denied the motion.

Spansion LLC v. Samsung Electronics Co., Ltd, et al (W.D. Wi.)

On August 13, 2010, Spansion LLC filed a complaint in the U.S. District Court for the Western District of Wisconsin (Civil Action
No. 3:10-cv-453) for patent infringement against Samsung Electronics Co., Ltd., Samsung Electronics America, Inc., Samsung
Telecommunications America, LLC, and Samsung Austin Semiconductor, LLC (�Samsung Defendants�). The complaint alleges infringement of
U.S. Patent Nos.: 5,793,677 (�Spansion Patent�).

The Complaint seeks entry of a judgment that:

� the Samsung Defendants have infringed the Spansion Patent;

� the infringement of the Spansion Patent has been willful;

� the Samsung Defendants be preliminarily and permanently enjoined from infringement of the Spansion Patent;

� Spansion be awarded compensatory damages, together with prejudgment interest and costs;
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� Spansion be awarded treble damages for willful past infringement;

� This case be adjudged an exceptional case under 35 U.S.C. § 285 in favor of Spansion, and that Spansion be awarded its costs,
attorneys� fees, and all other expenses incurred in this action; and

� Spansion be awarded such other relief as the Court deems just and proper.
The Samsung Defendants have not yet answered the Complaint.

Creditor Proceedings

Many creditors initiated proceedings against one or more of the Debtors referred to in the Chapter 11 Cases to collect amounts allegedly due
those creditors. After the filing date of the petition, all actions to enforce or otherwise effect payment or repayment of liabilities of any Debtor
preceding the Petition Date, as well as pending litigation against any Debtor, are stayed as of the Petition Date. Absent further order of the
applicable courts and subject to certain exceptions, no party may take any action to recover on pre-petition claims against any Debtor.
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MANAGEMENT

The following table presents information with respect to our board of directors (the Board) and executive officers as of October 1, 2010.

Name Age Position(s)
John H. Kispert 47 President, Chief Executive Officer and Director
Raymond Bingham 64 Chairman of the Board of Directors
Eugene I. Davis 55 Director
Hans Geyer 59 Director
Paul Mercadante 49 Director
Ajay Shah 51 Director
Clifton Thomas Weatherford 64 Director
Randy W. Furr 56 Executive Vice President and Chief Financial Officer
Jim Reid 56 Executive Vice President, Sales and Marketing
Ahmed Nawaz 60 Executive Vice President, Wireless Solutions Group

John H. Kispert has served as a Class III Director since May 10, 2010 and shall hold office for an initial term expiring at the annual meeting of
stockholders to be held in 2013. Mr. Kispert previously served as a Class A Director from February 2009 to May 2010. Mr. Kispert has served
as President and Chief Executive Officer of Spansion since February 2009. Mr. Kispert also served as Interim Chief Financial Officer from April
29, 2009 through May 19, 2009. From 1995 through January 2009, Mr. Kispert served in a number of finance and operational roles at
KLA-Tencor, a supplier of semiconductor manufacturing process control and yield management solutions, including serving as President and
Chief Operations Officer from January 2006 to January 2009 and also serving as Executive Vice President and Chief Financial Officer from
March 2000 to December 2005. In 2004, Mr. Kispert also assumed responsibility for Global Service Business, Information Technology and
Human Resources at KLA-Tencor. Prior to KLA-Tencor, Mr. Kispert held several senior management positions with IBM. Mr. Kispert has
served as a director of Extreme Networks, Inc., a network hardware company, since May 2009. Mr. Kispert holds a Master of Business
Administration degree from the University of California, Los Angeles and a Bachelor of Arts degree in Political Science from Grinnell College.
Our Board of Directors has concluded that Mr. Kispert should serve on the Board based on Mr. Kispert�s significant senior leadership, industry,
financial and operational experience. In addition, as Spansion�s President and Chief Executive Officer, Mr. Kispert has direct responsibility for
Spansion�s strategy and operations.

Raymond Bingham has served as Chairman of the Board and a Class III Director since May 10, 2010 and shall hold office for an initial term
expiring at the annual meeting of stockholders to be held in 2013. Mr. Bingham is the Chairman of the Compensation Committee and a member
of the Nominating and Corporate Governance Committee. Mr. Bingham has served as a Managing Director of General Atlantic LLC, a global
private equity firm, since November 2006. From August 2005 to October 2006, Mr. Bingham was a self-employed private investor. He was
Executive Chairman of the Board of Directors of Cadence Design Systems, Inc., a supplier of electronic design automation software and
services, from May 2004 to July 2005 and served as a director of Cadence from November 1997 to July 2005. Prior to being Executive
Chairman, he served as President and Chief Executive Officer of Cadence from April 1999 to May 2004 and as Executive Vice President and
Chief Financial Officer from April 1993 to April 1999. He has served as a director and as a member of the Finance and Audit Committee of
Oracle Corporation, a database software company, since November 2002, and has served as a member and Chairman of its Committee on
Independence Issues since July 2003 and as a member and Chairman of its Governance Committee since August 2005. Mr. Bingham is also a
director at Flextronics International Ltd., an electronics manufacturing services provider, STMicroelectronics N.V., a semiconductor
manufacturing company, and Dice Holdings, Inc., a supplier of specialized websites for professional communities. Mr. Bingham received a
Master of Business Administration degree from the Harvard Business School and a Bachelor of Science degree in Economics (with Honors)
from Weber State University. Our Board of Directors has concluded that Mr. Bingham should serve on the Board based on Mr. Bingham�s
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extensive and significant senior leadership, industry and financial experience, and his service as a public company director on the boards and
board committees of technology companies.

Eugene I. Davis has served as a Class I Director since May 10, 2010 and shall hold office for an initial term expiring at the annual meeting of
stockholders to be held in 2011. Mr. Davis is a member of the Nominating and Corporate Governance Committee. Since 1999, Mr. Davis has
served as the Chairman and Chief Executive Officer of PIRINATE Consulting Group, LLC, a business consultancy, which he founded, and
where he has managed numerous debtor and creditor side restructuring assignments. Prior to PIRINATE, Mr. Davis served as Chief Operations
Officer of Total-Tel Communications, Inc., an integrated communications service provider. Previously, Mr. Davis served as President, Vice
Chairman and director of Emerson Radio Corp, a consumer electronics distributor, where he was responsible for numerous post-bankruptcy
restructuring and strategic business activities. Mr. Davis also practiced law as a partner/shareholder and head of the Corporate Securities Practice
for Holmes, Millard & Duncan, P.C., and as a partner at Arter & Hadden LLP. Mr. Davis received a Bachelor of Arts degree in International
Politics and a Master of International Affairs degree from Columbia University. Our Board of Directors has concluded that Mr. Davis should
serve on the Board based on Mr. Davis�s extensive and significant senior leadership, legal background and experience, and his debtor and
creditor side restructuring and financial experience.

Hans Geyer has served as a Class II Director since May 10, 2010 and shall hold office for an initial term expiring at the annual meeting of
stockholders to be held in 2012. Mr Geyer is a member of the Compensation Committee and the Audit Committee. Since December 2006, Mr.
Geyer has been a consultant for the private equity industry. Mr. Geyer served as Corporate Vice President and General Manager of Intel
Corporation�s Storage Group from 2005 until his retirement in December 2006, and as General Manager, Networking and Storage Group from
2004 to 2005. In 1995, Mr. Geyer was elected Vice President of Intel and in 1993, was appointed Vice President of Intel�s Microprocessor
Group. Mr. Geyer joined Intel in 1980 and has since held various positions, including general manager of European Operations, general manager
of the 386/486 microprocessor division, general manager of the FLASH memory group, and general manager of the cellular and application
processor group. Prior to joining Intel, Mr. Geyer was involved in hardware and software development for intelligent and point-of-sales
terminals at Siemens AG, Germany. He served as a director of Trident Microsystems, Inc. from May 2007 to February 2010. Mr. Geyer studied
computer science and mathematics at the Technical University of Munich and holds a master�s degree (Diplom-Informatiker) in Computer
Science. He is also an alumnus of INSEAD. Our Board of Directors has concluded that Mr. Geyer should serve on the Board based on Mr.
Geyer�s extensive and significant senior leadership, extensive industry and technical experience related to Spansion�s semiconductor research and
development, and his service on the boards and board committees of technology companies.

Paul Mercadante has served as a Class I Director since May 10, 2010 and shall hold office for an initial term expiring at the annual meeting of
stockholders to be held in 2011. Mr. Mercadante is Chairman of the Nominating and Corporate Governance Committee and a member of the
Audit Committee. Mr. Mercadante joined Silver Lake, a private equity firm, in 2007 and is a Managing Director in the firm�s middle market
strategy, Silver Lake Sumeru. Previously, he was at Shah Capital Partners, a private equity firm, where he served as Operating Partner from
2004 to 2006. Prior to Shah Capital Partners, Mr. Mercadante was President of Force Computers, a leading provider of embedded computing
systems and a wholly owned subsidiary of Solectron, Inc., which was subsequently sold to Motorola, Inc. in 2004. Prior to his service at Force
Computers, he was the Vice President of Strategic Planning for the Technology Solutions Business Unit of Solectron, an electronics
manufacturing services provider that was subsequently acquired by Flextronics. Mr. Mercadante also has previous experience with SMART
Modular Technologies, Rose Communications, Activision and Apex Data. He currently is a director at Ingenient Technologies, a provider of
embedded multimedia systems solutions, PulseCore, a semiconductor design company, Magellan, a protable GPS navigation consumer
electronics company, and Mobile Messenger, a mobile technology solutions provider. Mr. Mercadante holds a Bachelor of Arts degree in
Economics from the State University of New York. Our Board of Directors has concluded that Mr. Mercadante should serve on the Board based
on Mr. Mercadante�s extensive experience in venture capital and finance, and his service on the boards and board committees of technology
companies.
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Ajay Shah has served as a Class III Director since May 10, 2010 and shall hold office for an initial term expiring at the annual meeting of
stockholders to be held in 2013. Mr. Shah is a member of the Compensation Committee. Mr. Shah joined Silver Lake in 2007 as the Managing
Director to found and develop the private equity firm�s middle market strategy, Silver Lake Sumeru. Prior to joining Silver Lake, Mr Shah was at
Shah Capital Partners, which he formed in 2004 and where he served as the Managing Partner. Prior to that, Mr. Shah formed Shah
Management, a technology business services company, in 2003, and founded and managed the Technology Solutions Business of Solectron. Mr.
Shah was previously the Chief Executive Officer of SMART Modular Technologies, a computer memory hardware manufacturing company,
which he co-founded in 1989 and led through its public offering in 1995. Mr. Shah is a director at several companies, including TES Electronic
Solutions, a custom electronics design and manufacturing company, C-MAC MicroTechnology, an electronics design company, Power-One, a
high-efficiency power solutions company, Ashtech, a mapping technology company, AVI-SPL, Inc., an audio/video system design and
installation company, and Mobile Messenger, and is Chairman of the Board at SMART Modular. Mr. Shah received a bachelor�s degree in
Engineering from the Maharaja Sayajirao University of Baroda and a Master of Science degree in Engineering Management from Stanford
University. Our Board of Directors has concluded that Mr. Shah should serve on the Board based on Mr. Shah�s extensive experience in venture
capital and finance, his experience in the technology industry, and his service on the boards and board committees of technology companies.

Clifton Thomas Weatherford has served as a Class II Director since May 10, 2010 and shall hold office for an initial term expiring at the
annual meeting of stockholders to be held in 2012. He is Chairman of the Audit Committee. Mr. Weatherford served as Executive Vice
President and Chief Finance Officer at Business Objects, a provider of business intelligence software, from September 1997 until his retirement
in January 2003. Mr. Weatherford brings over 37 years in global technology expertise with senior financial positions at Business Objects,
NETCOM On-Line Communication Services, Logitech, Texas Instruments, Schlumberger and Tandem Computers. Mr. Weatherford is a
director at several public companies, including Tesco Corporation, an oil and gas drilling industry services company, Advanced Analogic
Technologies, a semiconductor manufacturing company, SMART Modular Technologies, and Mellanox Technologies, a supplier of
high-bandwidth computer hardware, as well as several private companies. Mr. Weatherford holds a Bachelor of Business Administration degree
in Finance from the University of Houston in Texas. Our Board of Directors has concluded that Mr. Weatherford should serve on the Board
based on Mr. Weatherford�s extensive and significant senior leadership, industry and financial experience, and his service as a public company
director on the boards and board committees of technology companies and as a public company executive.

Randy W. Furr has served as Spansion�s Executive Vice President and Chief Financial Officer since June 2009. Mr. Furr has 30 years of
experience in the technology sector and is an experienced financial and operations executive. Most recently, Mr. Furr held senior executive
positions as Executive Vice President and Chief Financial Officer at Magellan Navigation, Inc. from August 2008 to June 2009, and as Chief
Operating Officer and Chief Financial Officer at Aliph, a consumer Bluetooth telephony device company, from April 2008 to August 2008.
Prior to that, Mr. Furr was at Adobe Systems, Inc., where he served as Senior Vice President, Business Process Improvement from May 2007 to
January 2008, as Senior Vice President and Interim Chief Information Officer from November 2006 to May 2007, and as Executive Vice
President and Chief Financial Officer from May 2006 to November 2006. Before joining Adobe Systems, Inc., Mr. Furr spent 13 years at
Sanmina-SCI Corporation, an electronics manufacturing services provider, where he served as President and Chief Operating Officer from 1996
to 2005, and as Executive Vice President and Chief Financial Officer from 1992 to 1996. Mr. Furr holds a Bachelor of Business Administration
degree from the University of Oklahoma.

Jim Reid has served as Spansion�s Executive Vice President, Sales and Marketing, since September 2010. From May 2010 until September
2010, Mr. Reid served as Spansion�s Executive Vice President, Marketing. Mr. Reid brings 25 years of experience in senior management, sales
and marketing, business development and semiconductors to his role. Prior to joining Spansion, he worked with several venture capital firms
serving in executive and senior management positions at several semiconductor and software companies. Mr. Reid served as a general partner at
Westport Partners, a venture capital firm, from October 2006 to March 2010. During his
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time at Westport, Mr. Reid also served as the Senior Vice President, Sales Marketing and Business Development, at DVDPlay Corp, a DVD
rental kiosk development and manufacturing company, from October 2006 to August 2008, when the company was sold to NCR, a consumer
service technology company. He served as President and CEO at Encentuate Corp, an enterprise identity and access management company, from
December 2005 to October 2006, when the company was sold to IBM. Mr. Reid served as the Vice President, Worldwide Sales, Business
Development, Customer Care and Professional Services at Wolfe Ventures, a venture capital firm, and Liberty Venture Partners, a venture
capital firm, from January 2003 to June 2005. Mr. Reid has also held key sales and marketing positions at Fujitsu Microelectronics, Adaptec,
LSI Logic, AMD and Intel Corporation. Mr. Reid holds a Bachelor of Science degree from The University of California and a Master of
Business Administration degree from Santa Clara University.

Ahmed Nawaz has served as Spansion�s Executive Vice President, Wireless Solutions Group, since September 2010. From April 2010 until
September 2010, Mr. Nawaz served as Spansion�s Executive Vice President, Worldwide Sales. From July 2009 until April 2010, Mr. Nawaz
served as Spansion�s Executive Vice President, Worldwide Sales and Marketing. From November 2006 to July 2009, Mr. Nawaz was Spansion�s
Executive Vice President, Wireless Solutions Division. Prior to joining Spansion, Mr. Nawaz was an independent management consultant from
January 2006 to November 2006. From March 2001 to December 2005, he was Executive Vice President of worldwide sales at Agere Systems,
an integrated circuit components company. Prior to that, Mr. Nawaz was President of Worldwide Sales, Strategy and Business Development,
from April 2000 to March 2001, and President, Integrated Circuits Division, from June 1998 to April 2000, of Lucent�s Microelectronics and
Communications Technologies Group. He joined AT&T in 1992 and moved to Lucent following its spin-off from AT&T in 1996. Mr. Nawaz
also spent 14 years in various engineering, marketing and general management positions in Texas Instruments Incorporated�s semiconductor
group. Mr. Nawaz has served as a director of Digi International, a supplier of wireless machine-to-machine and commercial grade device
networking, since 2006. Mr. Nawaz holds a Master of Science degree in Electrical Engineering from the University of Missouri and a Master of
Business Administration degree from Houston Baptist University.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended (the �Exchange Act�), requires our directors and executive officers (as defined
under Section 16) and any persons holding more than ten percent of a registered class of equity securities to file reports of ownership and
changes in ownership with the SEC. Their initial reports must be filed using Form 3 and they must report subsequent stock purchases, sales,
option exercises and other changes using Form 4, which must be filed within two business days of most transactions. In some cases, such as
changes in ownership arising from gifts and inheritances, the SEC allows delayed reporting at year-end on Form 5. Executive officers, directors
and persons who beneficially own more than ten percent of a registered class of our equity securities are required by SEC regulations to furnish
us with copies of all reports they file pursuant to Section 16(a). We make the services of our legal department available to our executive officers
and directors to assist them in meeting their filing obligations.

Based solely on our review of these reports and written representations from our directors and executive officers, we believe that during fiscal
2009, each of Spansion�s directors, executive officers and ten percent security-holders complied with all applicable Section 16(a) filing
requirements, other than Mr. Furr, who made a late Form 3 filing due to an administrative error by Spansion.

Codes of Business Conduct and Ethics

The Board of Directors has adopted a code of conduct entitled �Code of Business Conduct,� which applies to all directors and employees and
which was designed to help directors and employees resolve ethical and compliance issues encountered in the business environment. The Code
of Business Conduct governs matters such as conflicts of interest, compliance with laws, confidentiality of company information, encouraging
the reporting of any illegal or unethical behavior, fair dealing and use of company assets. The Board of Directors has also
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adopted a Code of Ethics for the Chief Executive Officer, the Chief Financial Officer, the Corporate Controller and All Other Senior Finance
Executives. This Code of Ethics governs matters such as financial reporting, conflicts of interest and compliance with laws, rules, regulations
and Spansion�s policies.

Stockholders can access Spansion�s Principles of Corporate Governance, Code of Business Conduct and Code of Ethics at the Investor Relations
page of our website at www.spansion.com or by writing to us at Corporate Secretary, Spansion Inc., 915 DeGuigne Drive, P.O. Box 3453,
Sunnyvale, California 94088, or emailing us at Corporate.Secretary@spansion.com. We will provide this information free of charge. Please note
that information contained on our website is not incorporated by reference in, or considered to be a part of, this document and the inclusion of
our website address in this prospectus is an inactive textual reference only. We will post on our website any amendment to the Code of Ethics, as
well as any waivers of the Code of Ethics, that are required to be disclosed by the rules of the SEC or the New York Stock Exchange.

Board of Directors

Our Board of Directors currently consists of seven directors. Our Certificate of Incorporation provides that the Board of Directors consists of
three classes of directors, each serving staggered three-year terms. At each annual meeting of stockholders, directors will be elected for a term of
three years to succeed those directors whose terms are expiring.

Our Certificate of Incorporation also provides that the holders of Class A Common Stock, voting together as a separate class, are entitled to vote
for all Class A Directors and holders of Class B Common Stock, voting together as a separate class, are entitled to vote for all Class B directors.

Our Board of Directors is currently composed of the following classes of directors:

Class Expiration Member Voting Class
Class I 2011 Eugene Davis

Paul Mercadante

Class A
Class B

Class II 2012 Hans Geyer

Clifton Thomas Weatherford

Class A

Class A
Class III 2013 Ajay Shah

Raymond Bingham

John Kispert

Class B

Class A

Class A
Board Leadership Structure

Currently, Mr. Kispert serves as President and Chief Executive Officer and Mr. Bingham, an independent director, serves as Chairman of the
Board of Directors. The Board believes that Spansion and its stakeholders are best served at this time by this leadership structure because it is
valuable to have strong independent leadership to assist the Board in fulfilling its role of overseeing the management of Spansion and its risk
management practices separate from the CEO. However, the Principles of Corporate Governance permit the roles of the Chairman and the CEO
to be filled by the same or different individuals. This provides the Board with flexibility to determine whether the two roles should be combined
in the future based on Spansion�s needs and the Board�s assessment of Spansion�s leadership from time to time. The Principles of Corporate
Governance provide for a lead independent director if the roles are combined.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committee consists of Mr. Mercadante as Chair, Mr. Bingham, Mr. Weatherford and Mr. Davis,
each of whom was determined by the Board of Directors to be �independent� in accordance with Nasdaq and NYSE rules. The Nominating and
Corporate Governance Committee assists the
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Board with its oversight responsibilities regarding the identification of qualified candidates to become Board members, the selection of
nominees for election as directors at the next Annual Meeting of Stockholders (or special meeting of stockholders at which directors are to be
elected), the selection of candidates to fill any vacancies on the Board, the selection of Board members for each committee of the Board, the
development and recommendation to the Board of a set of applicable corporate governance guidelines and principles and oversight of the
evaluation of the Board. In seeking candidates to determine if they are qualified to become Board members, the Nominating and Corporate
Governance Committee looks for the following attributes, which, among others, the Nominating and Corporate Governance Committee deems
appropriate: personal and professional integrity, ethics and values; experience in corporate management, such as serving as an officer or former
officer of a publicly held company; experience serving as a director of a privately or publicly held company; experience in our industry and with
relevant social policy concerns; ability to make independent analytical inquiries; academic expertise in an area of our operations; and practical
and mature business judgment. The Nominating and Corporate Governance Committee has established minimum criteria for evaluating
prospective director candidates. In addition, the Nominating and Corporate Governance Committee considers a number of other factors,
including whether the prospective director nominee will foster a diversity of skills and experiences and will add to or complement the Board�s
existing strengths. The Nominating and Corporate Governance Committee will use the same standards to evaluate all director candidates,
whether or not the candidates are proposed by stockholders. There have been no material changes to the process by which stockholders can
nominate directors for election to the Board.

Audit Committee

The Audit Committee, which has been established in accordance with Section 3(a)(58)(A) of the Exchange Act currently consists of
Mr. Weatherford, as Chair, Mr. Geyer and Mr. Mercadante, each of whom was determined by the Board of Directors to be financially literate
and �independent� as such term is defined for Audit Committee members by Nasdaq and NYSE listing standards. The Board has designated
Mr. Weatherford as the Audit Committee�s financial expert.

The Audit Committee assists the Board with its oversight responsibilities regarding our accounting and financial reporting processes, the audit of
our financial statements, the integrity of our financial statements, our internal accounting and financial controls, our compliance with legal and
regulatory requirements, the independent registered public accounting firm�s qualifications and independence and the performance of our internal
audit function and the independent registered public accounting firm. The Audit Committee is also directly responsible for the appointment,
compensation, retention and oversight of the work of the independent registered public accounting firm, which reports directly to the Audit
Committee. The Audit Committee meets alone with our financial and legal personnel, our internal auditor and with our independent registered
public accounting firm, who have free access to the Audit Committee at any time. The Vice President of our Internal Audit Department reports
directly to the Audit Committee, confers regularly with our Chief Financial Officer and serves a staff function for the Audit Committee.

Compensation Committee

The compensation committee consists of Messrs. Bingham, as Chair, Geyer and Shah, each of whom was determined by the board to be
�independent� in accordance with Nasdaq and NYSE listing standards. The role of the Compensation Committee is to oversee our compensation
strategies and programs for our executive officers. The compensation committee has the authority to determine the form and amount of
compensation to be paid or awarded to all our executive officers and to all other employees as delegated from time to time by the board of
directors. The compensation committee�s responsibilities, among other things, include (i) reviewing and approving the corporate goals and
objectives relevant to chief executive officer compensation and evaluating chief executive officer performance in light of those goals and
objectives, (ii) reviewing and approving the corporate goals and objectives relevant to non-CEO executive officer compensation, (iii) reviewing
and making recommendations to the board of directors with respect to the adoption and approval of, or amendments to, all
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umbrella cash-based plans, incentive compensation plans and equity-based compensation plans and approving for submission to stockholders all
new stock option and equity compensation plans, (iv) providing oversight with respect to succession planning for the chief executive officer and
other executive officers, and (v) reviewing and making recommendations to the board of directors with respect to all forms and amounts of
compensation for members of the board of directors.

Compensation Committee Interlocks and Insider Participation

The individuals who served as members of the Compensation Committee during fiscal 2009 were Messrs. Lucas, Stich and Delfassy (until his
resignation from the Board in October 2009). No member of that Compensation Committee (or the current Compensation Committee) was at
any time during fiscal 2009 or at any other time an officer or employee of Spansion, and no member had any relationship with Spansion
requiring disclosure under Item 404 of Regulation S-K. None of our executive officers has served on the board of directors or compensation
committee of any other entity that has or has had one or more executive officers who served as a member of the Board of Directors or the
Compensation Committee during fiscal 2009.
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COMPENSATION DISCUSSION AND ANALYSIS

Executive Compensation

Introduction

This Compensation Discussion and Analysis presents material information necessary to understand the objectives and policies of our
compensation program for executive officers. Throughout this discussion, those individuals named in the Fiscal 2009 Summary Compensation
Table beginning on page 96 are referred to as the �Named Executive Officers� and the Compensation Committee of the Board of Directors is
referred to as the �Committee.�

Challenges for 2009

Beginning in the third quarter of 2008, Spansion implemented a series of significant cash management measures in response to the severe
economic downturn that was occurring. Spansion continued implementing these cash management measures throughout 2009. On March 1,
2009, Spansion Inc. and several of its subsidiaries filed voluntary petitions for relief under Chapter 11 of the United States Bankruptcy Code.
The Chapter 11 Cases and the cash management measures have affected the way in which we have compensated employees, including our
Named Executive Officers. In January 2009, the Committee approved management�s recommendation for Spansion to forego annual merit salary
increases and stock awards for fiscal 2009 for all employees, including the Named Executive Officers. On April 16, 2010, the U.S. Bankruptcy
Court confirmed the Plan of Reorganization. Under the Plan of Reorganization, all of our then existing equity securities, including all shares of
our Old Common Stock and stock option awards to purchase shares of our Old Common Stock were cancelled upon our emergence from the
Chapter 11 Cases on May 10, 2010.

In 2009, there were some significant changes in the employment of our Named Executive Officers. In February 2009, Dr. Bertrand F. Cambou,
formerly the President and Chief Executive Officer of Spansion, resigned from his position. Following Dr. Cambou�s resignation, Dr. Boaz Eitan,
who was an Executive Vice President and member of the Board of Directors, briefly served as Interim President until the appointment of
Mr. John H. Kispert as our new President and Chief Executive Officer. Dr. Eitan continued to serve as a member of the Board of Directors until
our emergence from the Chapter 11 Cases on May 10, 2010. In addition, in April 2009, Mr. Dario Sacomani resigned as Executive Vice
President and Chief Financial Officer and took a personal leave of absence. Following Mr. Sacomani�s resignation in April 2009, Ms. Thora
Thoroddsen was appointed as our Interim Chief Financial Officer as a consultant. Ms. Thoroddsen resigned after a two week period due to an
ongoing pre-existing business relationship between Ernst & Young LLP, then our independent registered public accounting firm, and Brincko
Associates, the consulting firm through which Ms. Thoroddsen was engaged. Upon Ms. Thoroddsen�s resignation, Mr. Kispert served as Interim
Chief Financial Officer until later in April 2009 when Mr. Nathan M. Sarkisian was appointed as Interim Chief Financial Officer as a consultant.
Mr. Sarkisian served until June 2009 when Mr. Randy W. Furr was hired as our new Executive Vice President and Chief Financial Officer. All
employment-related agreements with the Named Executive Officers are described below.

Roles and Responsibilities

The role of the Committee is to oversee Spansion�s compensation strategies and programs for our executive officers, including total
compensation for the Named Executive Officers. The role of Spansion�s management is to review Spansion�s executive compensation programs,
policies and governance and make recommendations regarding these matters. Management is responsible for, among other things:

� Reviewing the effectiveness of the compensation programs, including competitiveness and alignment with Spansion�s objectives;

� recommending changes to compensation programs, as may be required, to ensure achievement of all program objectives; and
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� recommending salaries, bonuses and other awards for Named Executive Officers other than the Chief Executive Officer.
The Committee is authorized to engage its own independent advisors to provide advice on matters related to executive compensation and general
compensation programs. In August 2008, the Committee engaged Compensia, Inc., or Compensia, as its independent compensation consultant to
provide data and expertise related to the composition of the group of publicly traded semiconductor industry companies with which we compete
for talent, or the Compensation Peer Group. At the Committee�s request, Compensia attended the Committee�s September 2008 meeting in which
the 2009 Compensation Peer Group, or the Initial Compensation Peer Group, was determined. In April 2009, in light of the Chapter 11 Cases
and Spansion�s changed business operations, Spansion engaged Watson Wyatt Worldwide, Inc. to provide advice to the Committee and
management with regard to, among other things, compensation programs and the composition of a new 2009 Compensation Peer Group, or the
Final Compensation Peer Group.

All other analyses related to executive compensation were conducted internally, relying primarily on data from Radford Associates, which
provides compensation and benefits data specializing in the high technology sector and Equilar, Inc., which provides executive compensation
information based on publicly available information contained in SEC filings. Internal analyses included gathering and analyzing data, and
reviewing and advising on principal aspects of executive compensation. Base salaries and bonuses for executive officers were among the items
reviewed.

Compensation Program Philosophy and Objectives

Spansion has a market-based, �pay for performance� compensation philosophy that is designed to both attract and retain talented Named Executive
Officers while supporting our business strategy. In line with that philosophy, a significant percentage of the total potential compensation for the
Named Executive Officers is performance-based. We do not have a pre-established policy or target for allocating between cash and non-cash or
short-term and long-term incentive compensation. Rather, the Committee periodically reviews relevant market data to determine the appropriate
components of, and level for, the Named Executive Officers� compensation.

The compensation program for the Named Executive Officers is designed to:

� Recognize and reward executives for achieving both company and individual performance objectives in support of Spansion�s
business strategy;

� Provide competitive pay opportunities relative to the Compensation Peer Group;

� Align the respective interests of the Named Executive Officers and our stockholders through compensation that varies based on
achievement of financial objectives; and

� Maintain flexible pay programs that can be modified to respond to changes in competitive trends and Spansion�s business strategy
and financial position.

Setting Compensation

Generally, we set compensation for the Named Executive Officers in the same manner used to set compensation for our other executive officers.
Details regarding the specific compensation for each of our Named Executive Officers are set forth in the Fiscal 2009 Summary Compensation
Table beginning on page 96.

Competitive Market Data

In September 2008, based on the review and recommendations presented by Compensia, and in consultation with Compensia, the Committee
reviewed and approved the Initial Compensation Peer Group to be used for benchmarking and for setting executive compensation for fiscal
2009. The Committee considered companies
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within the semiconductor industry that have revenue, net income, number of employees, market capitalization, location and scope of
international operations similar to our corresponding components. The Committee will continue to periodically review and update the
Compensation Peer Group, as appropriate.

Based on the cited criteria, including a significant drop in Spansion�s market capitalization, ten companies (Altera Corporation; Analog Devices,
Inc., Juniper Networks, Inc., KLA-Tencor Corporation; Lam Research Corporation; Linear Technology Corporation; Maxim Integrated
Products, Inc., Novellus Systems, Inc., NVIDIA Corporation; and Xilinx, Inc.) were removed from our 2008 Compensation Peer Group, and
seven companies (Conexant Systems, Inc., Integrated Device Technology, Inc., Micron Technology, Inc., RF Micro Devices, Inc., Skyworks
Solutions, Inc., SMART Modular Technologies, Inc. and Vishay Intertechnology, Inc.) were added to the group. The Initial Compensation Peer
Group established in September 2008 for fiscal 2009 is as follows:

�   Amkor Technology, Inc. �   Integrated Device Technology, Inc. �   RF Micro Devices, Inc.
�   Atmel Corporation �   LSI Corporation �   SanDisk Corporation
�   Conexant Systems, Inc.

�   Cypress Semiconductor Corporation

�   Fairchild Semiconductor Corporation

�   Micron Technology, Inc.

�   National Semiconductor Corporation

�   ON Semiconductor

�   Skyworks Solutions, Inc.

�   SMART Modular Technologies, Inc.

�   Vishay Intertechnology, Inc.
As a result of Spansion�s changed business circumstances during the Chapter 11 Cases, in June 2009, the Committee reevaluated the Initial
Compensation Peer Group. Taking into consideration advice from Watson Wyatt, Spansion�s lower revenue, net income and market
capitalization, and Spansion�s smaller number of employees and anticipated geographical footprint, seven companies (Amkor Technology, Inc.,
Conexant Systems, Inc., LSI Corporation, ON Semiconductor Corp., RF Micro Devices, Inc., SMART Modular Technologies, Inc., and Vishay
Intertechnology, Inc.) were removed from our prior Compensation Peer Group, and four companies (Altera Corporation, International Rectifier
Corporation, Intersil Corporation and Numonyx B.V.) were added to the group. The Committee established the Final Compensation Peer Group
as follows:

�   Altera Corporation

�   Atmel Corporation

�   Cypress Semiconductor Corporation

�   Fairchild Semiconductor Corporation

�   Integrated Device Technology, Inc.

�   International Rectifier Corporation

�   Intersil Corporation

�   Micron Technology, Inc.

�   National Semiconductor Corp.

�   Numonyx B.V.

�   SanDisk Corporation

�   Skyworks Solutions, Inc.
Market Positioning

Total compensation for the Named Executive Officers, taking into consideration the market data for base salary, bonus and equity awards, has
historically been referenced between the 50th and 60th percentiles for compensation paid to similarly situated executives in the Compensation
Peer Group. We set these reference points slightly higher than the median compensation of executives in the Compensation Peer Group to better
position Spansion to attract and retain highly qualified executive officers. Actual compensation may vary within a reasonable range of these
reference points based on additional factors, including current market conditions. As part of our annual compensation review process for 2009,
total compensation reference points were adjusted for the Named Executive Officers based on data for the Initial Compensation Peer Group. In
the case of Messrs. Nawaz and Eby, reference points were derived using aggregated market data from a group of high technology companies
(including the Initial Compensation Peer Group) because insufficient data was available for the Initial Compensation Peer Group. Largely as a
result of the significant change to the Initial Compensation Peer Group as compared to the 2008 Compensation Peer Group, the market
comparisons for base salary, total cash (calculated as base salary plus bonus) and total direct compensation (calculated as base salary plus bonus
plus equity award) were modified for the Named Executive Officers. Base salary reference points were reduced for
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Dr. Cambou and Messrs. Sacomani, Nawaz and Eby and, in addition, the total direct compensation reference points were reduced for
Dr. Cambou and Mr. Sacomani. Total compensation reference points for Messrs. Nawaz and Eby increased, largely based on the use of the
aggregated market data from high technology companies and their respective positions and responsibilities at the time of the review. In January
2009, in light of the Chapter 11 Cases and macroeconomic conditions, the Committee approved management�s recommendation for Spansion to
not implement annual merit salary increases and stock awards for fiscal 2009 for all employees, including the Named Executive Officers. As
discussed below under the heading �Compensation Review,� market data is just one consideration in setting actual compensation for our Named
Executive Officers.

Our incentive compensation, including cash and equity, is structured so that when our corporate performance meets or exceeds our established
objectives Named Executive Officers have an opportunity to receive incentive compensation equal to or greater than comparable market targets.
When our corporate performance does not meet our established objectives, Named Executive Officers receive incentive compensation that is
generally below comparable market targets.

For fiscal 2009, total direct compensation for our Named Executive Officers was well below our collective compensation reference points,
primarily because below-target short term incentives (if any) were paid and Spansion�s stock value declined considerably more than the stock
value of our Compensation Peer Group, resulting in below-market long-term incentive compensation.

Performance Evaluations

We generally conduct annual performance evaluations of all Spansion employees, including our Named Executive Officers. As part of the
evaluation of Named Executive Officers, we consider a number of performance criteria, including among other things, each Named Executive
Officer�s ability to:

� Meet specific performance objectives;

� Set the strategy and direction of his organization, consistent with Spansion�s overall objectives; and

� Effectively lead his or her organization.
The Chief Executive Officer evaluates the performance of each of the other Named Executive Officers, and presents the evaluations to the
Committee for review and approval. The Committee performs an independent evaluation of the Chief Executive Officer�s performance. Due in
large part to the Chapter 11 Cases and the Committee�s decision in January 2009 to not implement annual merit salary increases or grant equity
awards for any Spansion employees, including the Named Executive Officers, formal performance evaluations were not conducted for the
Named Executive Officers during fiscal 2009.

Compensation Review

In preparation for decisions regarding compensation actions for each of the Named Executive Officers for the upcoming year, the Committee
generally reviews tally sheets that reflect total current compensation, equity awards (vested and unvested) and benefits information. In addition,
the Committee considers each Named Executive Officer�s performance, contributions, role and responsibilities, leadership abilities, growth
potential and compensation relative to peers within Spansion. The Committee also considers the competitive market for comparable executives
in the Compensation Peer Group. Following this review, the Committee sets the compensation for the Chief Executive Officer and for the other
Named Executive Officers, taking into consideration the Chief Executive Officer�s compensation recommendations for each of the other Named
Executive Officers.
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2009 Executive Compensation Components

Spansion seeks to achieve the compensation program objectives, as provided in the �Compensation Program Philosophy and Objectives� section
above through five principal compensation components:

� base salary;

� short-term performance-based incentive compensation;

� long-term equity-based incentive compensation;

� change of control agreements; and

� benefits and perquisites.
Spansion�s total rewards program was modified significantly in 2009 to address changes in the economy and business operations, including the
Chapter 11 Cases. Some highlights of these changes are as follows:

� reduced base salaries for the Named Executive Officers in October 2008, some of which were reinstated in February 2009 and later
reduced in October 2009;

� eliminated the U.S. executive car allowance and financial planning perquisites in February 2009;

� suspended the 401(k) match for all eligible employees, including the Named Executive Officers, in February 2009;

� canceled broad-based short-term performance-based incentive plan payments for all employees for 2009;

� canceled broad-based merit salary increases and annual stock awards in 2009; and

� implemented a Key Employee Incentive Plan (KEIP) for eight key employees, including Messrs. Furr, Eby, Nawaz and Manocha, to
maximize the prospects for a successful conclusion to the Chapter 11 Cases.

The details of Spansion�s practices with respect to each of the components of the total rewards program, including the modifications highlighted
above, are set forth below.

Base Salary

Spansion provides base salaries to compensate Named Executive Officers for services performed during the fiscal year. Each executive officer�s
salary is intended to reflect the individual�s job responsibilities and value to Spansion in terms of expertise and performance, taking into account
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competitive market data and internal pay relationships. For our Named Executive Officers, generally, base salaries were targeted at the 60th
percentile of base salaries paid to similarly situated individuals in the Compensation Peer Group.

Base salaries for the Named Executive Officers are evaluated on an annual basis using the criteria described above. Following cost-cutting
measures taken in October 2008, annual base salaries were reduced for each of the then-active Named Executive Officers (Messrs. Cambou,
Eitan, Sacomani, Manocha, Eby and Nawaz). The base salary for the CEO was reduced by twenty percent, while base salaries for the other
Named Executive Officers (and other executive officers) were reduced by ten percent. There was no corresponding reduction in work for the
Named Executive Officers. None of our Named Executive Officers were eligible for annual merit salary increases during 2009.

Effective February 9, 2009, the Board of Directors approved an employee retention program that provided for, among other things, the
reinstatement of full salary for the Named Executive Officers (other than the Chief Executive Officer) and certain other key employees. The
purpose of the employee retention program was to provide an incentive for the Named Executive Officers and certain other key employees to
remain employed with us during the reorganization in 2009. On October 8, 2009, following a review of updated market data from the Final
Compensation Peer Group, the Committee approved a proposal made by Spansion�s Chief Executive Officer to
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implement a ten percent reduction in the base salary of the President and Chief Executive Officer and certain of the other currently employed
Named Executive Officers effective as of October 19, 2009. Messrs. Kispert, Nawaz, Eby and Manocha each received a ten percent base salary
reduction. Mr. Furr did not receive a ten percent reduction in his base salary because he had recently joined Spansion, and Ms. Thoroddsen and
Mr. Sarkisian did not receive reductions in their respective salaries because they were engaged by Spansion through consulting arrangements.
Mr. Sacomani did not receive a reduction in base salary because of his personal leave agreement. Mr. Kispert�s base salary was restored to
$900,000 on May 10, 2010 following our emergence from the Chapter 11 Cases. The annualized base salaries as of the end of fiscal
2008, February 9, 2009, October 19, 2009 and May 10, 2010 for each of our Named Executive Officers, if employed by Spansion on those dates,
are as follows:

Name(1)
Base Salary as of

December 28, 2008

Base Salary as
of

February 9, 2009

Base Salary as
of

October 19, 2009

Base Salary as 
of

May 10, 2010
John H. Kispert N/A $ 900,000 $ 810,000 $ 900,000
Randy W. Furr N/A N/A $ 440,000 $ 440,000
Ahmed Nawaz $ 409,275 $ 454,750 $ 409,275 $ 409,275
Boaz Eitan(2) $ 244,695 $ 271,884 N/A N/A
Bertrand F. Cambou $ 601,020 N/A N/A N/A
Dario Sacomani $ 400,950 $ 445,500 $ 445,500 N/A
Thomas T. Eby $ 396,309 $ 440,343 $ 396,309 $ 396,309
Ajit Manocha $ 382,500 $ 425,000 $ 382,500 N/A

(1) Ms. Thoroddsen and Mr. Sarkisian are not included in this table because they were paid under consulting agreements.
(2) Dr. Eitan�s salary was reinstated effective February 25, 2009. The amounts reflect Israel shekels converted to U.S. dollars at an exchange

rate of 3.793 shekels per dollar as of December 27, 2009.
Short-Term Performance-Based Incentive Compensation

Historically, the Named Executive Officers had an opportunity to earn annual cash awards under a short-term performance-based incentive
compensation plan (the �STIP�) designed to compensate them for the achievement of pre-determined annual corporate objectives and individual
objectives that correlate closely with the corporate objectives. The STIP was canceled for 2009. However, in July 2009 the Committee
recommended and the U.S. Bankruptcy Court approved an interim incentive plan for key employees to maximize the prospect for a successful
conclusion to the Chapter 11 Cases. The Key Employee Incentive Plan (KEIP) provided an incentive for eight key executives, including four
Named Executive Officers (Messrs. Furr, Eby, Nawaz and Manocha), for the achievement of specific cash and profit metrics related to our
emergence from the Chapter 11 Cases. The objectives for each metric were set at performance levels that we believed would be very difficult to
achieve and were approved by Spansion�s creditors. The KEIP performance metrics were as follows:

� Milestone 1 (measured October 1, 2009 for the prior two fiscal quarters):

� achieve a minimum corporate cash balance of $176 million; and

� achieve minimum adjusted EBITDA of $99 million.

� Milestone 2 (measured April 1, 2010 for the four prior fiscal quarters):

� achieve minimum adjusted EBITDA of $212 million.
For KEIP purposes, adjusted EBITDA represents earnings before interest, taxes, depreciation and amortization, adjusted for (i) any cost
identified as bankruptcy or restructuring related including asset impairment, (ii) payments, expenses and settlement costs related to Spansion�s
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Japanese subsidiaries, and (iii) expenses or credits recorded on unconventional line items in GAAP Operating Income due to unforeseen
accounting situations.
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The total KEIP award opportunity for our eligible Named Executive Officers was 70 percent of their June 30, 2009 annual base salary, with a
maximum opportunity of 100 percent of base salary. Because Mr. Furr was not an employee of Spansion for the entire period, his opportunity
was calculated using 75 percent of his annual base salary. Actual awards were determined as follows:

� Milestone 1: Payment of 17.5 percent of base salary would be made for each of the two metrics assuming the minimum level of
performance was achieved, for a total award opportunity of 35 percent of base salary for Milestone 1. No award would be paid for a
metric if achievement for that metric was below the minimum objective. No additional amount would be paid if the metrics were
exceeded. Payment would be made as soon as possible following the close of the quarter and assessment of Spansion�s performance.

� Milestone 2: Payment of 35 percent of base salary would be made if the minimum performance is achieved. For EBITDA
performance between $212 million and $265 million, an upside award of up to 30% of salary would be earned with the amount of
additional award earned calculated using straight line interpolation. Payment would be made on the later of April 1, 2010 or 30 days
following confirmation of the Plan of Reorganization.

� No awards would be paid if Spansion did not achieve the minimum performance objectives for at least one of the metrics.
Spansion exceeded the minimum performance objectives for Milestone 1, achieving a cash balance of $264 million and adjusted EBITDA of
$126 million at October 1, 2009. The eligible Named Executive Officers were paid 35 percent of their respective annual base salaries on
October 30, 2009. Performance against the objectives for Milestone 2 was assessed as of April 1, 2010. We achieved an adjusted EBITDA of
236.7 million, which resulted in a payment of 49 percent of each eligible Named Executive Officer�s annual base salary. Since the Plan of
Reorganization was confirmed by the U.S. Bankruptcy Court on April 16, 2010, payment was made to the Named Executive Officers on
May 21, 2010.

The table below describes for each eligible Named Executive Officer the target percentage of base salary, target amount attainable, award as a
percent of base salary and actual award amount for that portion of the KEIP that was earned in fiscal 2009 for Milestone 1:

Named Executive Officer

Target
Percent of

Base Salary

Target
Award

Amount

Award as
Percent of

Base Salary

Actual
Award

Amount
Randy W. Furr(1) 35% $ 115,500 35% $ 115,500
Ahmed Nawaz 35% $ 159,163 35% $ 159,163
Thomas T. Eby 35% $ 154,120 35% $ 154,120
Ajit Manocha 35% $ 148,750 35% $ 148,750

(1) Mr. Furr�s base salary, for purposes of the award calculation was 75 percent of his annual base salary.
The table below describes for each eligible Named Executive Officer the target percentage of base salary, target amount attainable, maximum
award as a percent of base salary, maximum award amount, award as a percent of base salary and actual award amount for that portion of the
KEIP that was earned in fiscal 2009 and 2010 for Milestone 2:

Named Executive Officer

Target
Percent of

Base Salary

Target
Award

Amount

Maximum
Percent

of
Base

Salary

Maximum
Award

Amount

Award as
Percent of

Base
Salary

Actual
Award

Amount
Randy W. Furr(1) 35% $ 115,500 65% $ 214,500 49% $ 161,700
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Ahmed Nawaz 35% $ 159,163 65% $ 295,588 49% $ 222,820
Thomas T. Eby 35% $ 154,120 65% $ 286,223 49% $ 215,768
Ajit Manocha(2) N/A N/A N/A N/A N/A N/A
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(1) Mr. Furr�s base salary, for purposes of the award calculation was 75 percent of his annual base salary.
(2) Mr. Manocha is ineligible for payment based upon achievement of Milestone 2 because he resigned from his employment with Spansion

effective February 28, 2010.
The amounts of the KEIP awards for fiscal 2009 for Named Executive Officers are presented in the Non-Equity Incentive Plan Compensation
column of the Fiscal 2009 Summary Compensation Table on page 99.

Other Performance-Based Incentive Compensation

In order to provide Mr. Kispert additional incentive to maximize the value of Spansion during the pendency of the Chapter 11 Cases and to
pursue transactions that could benefit Spansion� stockholders, the Board approved a special one-time bonus opportunity for Mr. Kispert. As set
forth in Mr. Kispert�s February 12, 2009 offer letter, or Offer Letter, Mr. Kispert is entitled to a bonus of $1.75 million upon the first to occur of
either of the following transactions, each a Transaction:

� A merger or consolidation of Spansion with any other corporation which constitutes a change in ownership of the securities of
Spansion representing more than fifty percent (50%) of the total voting power represented by Spansion�s then outstanding securities,
other than a merger or consolidation which would result in holders of our pre-transaction debts generally holding at least fifty percent
(50%) of the total voting power represented by the voting securities of Spansion or such surviving entity outstanding immediately
after such merger or consolidation; or

� The sale, lease or other disposition by Spansion of all or substantially all of our assets, which occurs on the date that any one person,
or more than one person acting as a group, acquires (or has acquired during the 12-month period ending on the date of the most
recent acquisition by such person or persons) assets from us that have a total gross fair market value equal to or more than eighty-five
percent (85%) of the total fair market value of all of our assets immediately prior to such acquisition or acquisitions;

provided, however, that the payment of such bonus is subject to certain additional conditions as set forth in the Offer Letter.

On July 9, 2009, the Board amended the bonus opportunity to provide that upon either Spansion�s successful closing of a Transaction or the U.S.
Bankruptcy Court�s confirmation of the Plan of Reorganization (which occurred on April 16, 2010) Mr. Kispert would be entitled to the $1.75
million bonus, provided that such Transaction or Plan of Reorganization confirmation occurred on or prior to March 31, 2010. Because of
unexpected delays in obtaining the U.S. Bankruptcy Court�s confirmation of the Plan of Reorganization which were not within Mr. Kispert�s
control, we filed a motion with the U.S. Bankruptcy Court seeking to extend the March 31, 2010 deadline for completion to May 31, 2010. Our
motion was approved by the U.S. Bankruptcy Court and the $1.75 million bonus was paid to Mr. Kispert on May 28, 2010.

Long-Term Equity-Based Incentive Compensation

A fundamental tenet of our compensation philosophy has been that equity participation by the Named Executive Officers creates a vital
long-term partnership between the Named Executive Officers and our stockholders. We believe that equity-based compensation promotes equity
ownership among the Named Executive Officers, drives performance toward the achievement of long-term stockholder value, provides balance
to the awards provided under the STIP, and helps to promote the retention of the officers through vesting contingencies. Historically, one of our
stockholder-approved equity plans is our long-term incentive plan (the �LTIP�), which is designed to align the interests of the Named Executive
Officers over a multi-year period directly with the interests of stockholders. As a result of the Chapter 11 Cases, the Committee did not grant
equity awards to any employees, including the Named Executive Officers, in fiscal 2009. Under the Plan of Reorganization, all of our equity
securities, including all shares of our Class A Common Stock and stock option awards to purchase shares of our Class A Common stock were
cancelled upon our emergence from the Chapter 11 Cases on May 10, 2010.
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Change of Control Agreements

The Committee recognizes that from time to time Spansion may consider potential transactions that could result in a change of control of the
ownership and management of Spansion. Therefore, the Committee determined that it is in the best interests of Spansion and its stockholders to
provide the Named Executive Officers with an incentive in the form of certain benefits to maintain their focus and dedication to Spansion
notwithstanding a possible transaction that could result in a change of control. Generally, change of control benefits for our Named Executive
Officers are in the form of enhanced severance benefits as described for each of our Named Executive Officers below under the heading
�Agreements with Executive Officers.� During 2009, we also were party to a change of control severance agreement with Mr. Nawaz that
provided him with benefits in the amount of two times the aggregate of his base salary and his target bonus opportunity under the STIP,
accelerated vesting of equity awards and reimbursement for healthcare continuation coverage upon certain terminations of his employment
following a change of control. Mr. Nawaz�s change of control severance agreement was terminated on April 10, 2010 in connection with the
Chapter 11 Cases.

In May 2010, Mr. John Kispert entered into a change of control severance agreement with Spansion. In August 2010, each of Mr. Nawaz and
Mr. Eby entered into a new change of control severance agreement with Spansion. Under the new change of control severance agreements, the
individuals will be entitled to receive a cash severance payment equal to 12-24 months base salary, accelerated vesting of all outstanding
unvested equity awards, and payment of health coverage (medical, dental and vision) for the same period. Cash severance payments under the
change of control severance agreements are to be paid in lump sum no later than 60 days after the effective date of the employment termination.

Benefits and Perquisites

Retirement Savings Plan. The Spansion Retirement Savings Plan (the �401(k) Plan�) is a tax-qualified 401(k) plan to which all U.S. employees
may contribute on a before-tax basis up to the lesser of 89 percent of eligible pay or the contribution limit prescribed by the Internal Revenue
Code. Prior to February 2009, Spansion contributed to each employee�s 401(k) account $0.50 on each $1 of pay deferred by employees under the
401(k) Plan. Spansion�s contributions were capped at three percent of the employee�s pay. All contributions to the 401(k) Plan, including
Spansion�s matching contributions, are fully vested at the time the contribution is made. In February 2009, Spansion determined that it was in the
best interest of the shareholders to suspend the Spansion matching contribution to each employee�s 401(k) account.

Executive Deferred Compensation Program. The Named Executive Officers, as well as our other U.S. executives, were eligible to participate
in the Spansion Executive Deferred Compensation (�EDC�) Plan, which we put in place to mitigate the impact of the Named Executive Officers
and other highly compensated employees being unable to make the maximum contribution permitted under the 401(k) plan due to certain
limitations imposed by the Internal Revenue Code. None of the Named Executive Officers participated in the EDC Plan in 2009. The EDC Plan
was terminated in April 2010.

Life and Long-Term Disability Insurance. We provide the Named Executive Officers who are employed in the U.S. with life insurance such
that the executive officer�s beneficiary will receive a death benefit of up to three times the executive�s annual salary, up to a maximum of $3
million. In addition, the Named Executive Officers are eligible to participate in our Executive Long-Term Disability Plan, which pays up to
$20,000 a month if an executive is unable to work due to a disability.

Other Health and Welfare Benefits, Perquisites and Termination Provisions. Spansion offers health and welfare benefits, in accordance
with applicable local regulations and competitive practice, to employees in all of the countries in which we operate. During fiscal 2009, the
Named Executive Officers were eligible to participate in those plans offered in their respective work locations. We also provided the Named
Executive Officers with a monthly automobile allowance and company-paid financial counseling benefits. The automobile allowance and
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financial counseling benefits were canceled in February 2009, following a review of competitive practices and affordability. No adjustments to
salary were made as a result of the elimination of these plans. We may offer relocation benefits to employees when their job requires relocation.
In the event that an executive officer voluntarily terminates his or her employment, additional benefits may be provided based on the
circumstances of the termination as discussed on page 103 under ��Potential Payments upon Termination, a Change of Control or Other Event.�
Named Executive Officers who are terminated may be required to repay to Spansion a portion of any relocation benefits, sign-on bonus or
retention bonus, depending on the terms of their agreement with Spansion.

Fiscal 2009 Summary Compensation Table

The table below summarizes the total compensation paid to or earned by each of the Named Executive Officers for the fiscal year ended
December 27, 2009. No stock or option awards were granted to the Named Executive Officers in fiscal 2009, no defined benefit pension plan
was offered to the Named Executive Officers in fiscal 2009, and none of the Named Executive Officers elected to defer compensation under our
EDC Plan in fiscal 2009.

During 2009, Spansion experienced several changes within the Named Executive Officer group described in the Compensation Discussion and
Analysis, above. Our two Interim Chief Financial Officers were non-employees and were engaged through consulting agreements with
Spansion. They were not eligible for any compensation other than a monthly consulting fee and reimbursement of business expenses.

Name and Principal Position Year
Salary
($)(1)

Bonus
($)

Stock
Awards

($)(2)

Option
Awards

($)(3)

Non-Equity
Incentive

Plan
Compensation

($)

All Other
Compensation

($)(4) Total($)
John H. Kispert 2009 796,155 �  �  �  �  8,400 804,555
President and Chief Executive Officer

Randy W. Furr 2009 220,000 �  �  �  115,500 515 336,015
Executive Vice President and

Chief Financial Officer

Ahmed Nawaz 2009 440,758 �  �  �  159,163 6,069 605,990
Executive Vice President, 2008 437,391 �  108,720 119,556 �  39,013 704,680
Worldwide Sales 2007 425,000 �  274,810 318,975 40,000 236,559 1,295,344

Boaz Eitan(5) 2009 78,157 �  �  �  �  123,547 201,704
Former Interim President 2008 216,901 �  �  �  �  29,330 246,231

Bertrand F. Cambou(6) 2009 60,102 �  �  �  �  791,681 851,783
Former President and Chief 2008 708,345 �  265,760 292,248 �  37,680 1,304,033
Executive Officer 2007 703,038 �  780,750 906,225 125,000 39,447 2,554,460

Nathan M. Sarkisian(7) 2009 280,571 �  �  �  �  �  280,571
Former Interim Chief Financial

Officer

Thora Thoroddsen(8) 2009 600,000(8) �  �  �  �  �  600,000
Former Interim Chief Financial

Officer

Dario Sacomani(9) 2009 440,360 �  �  �  �  26,603 466,963
Former Executive Vice President 2008 425,873 �  144,960 159,408 �  98,219 828,460
and Chief Financial Officer 2007 395,769 �  312,300 362,490 60,000 143,016 1,273,575

Thomas T. Eby 2009 419,173 �  �  �  154,120 6,082 579,375
Senior Vice President, Strategy and 2008 423,533 �  108,720 119,556 �  34,792 686,601
Communications 2007 404,368 �  312,300 362,490 40,000 50,172 1,169,330
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Ajit Manocha(10) 2009 411,923 �  �  �  148,750 6,197 566,870
Former Executive Vice President, 2008 415,192 150,000 89,400 92,558 �  33,110 780,260
Operations 2007 16,346 150,000 �  �  �  923 167,269
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(1) The amounts shown in the Salary column reflect 52 weeks of salary in each of fiscal years 2007, 2008, and 2009 for the Named Executive
Officers who were employed by Spansion for the full fiscal years. All Named Executive Officers were employed for the full years except as
noted.

(2) The amounts shown in the Stock Awards column reflect the aggregate grant date fair value for stock awards granted during fiscal years
ended December 30, 2007 and December 28, 2008. No Stock Awards were granted in fiscal year ended December 27, 2009.

(3) The amounts shown in the Option Awards column reflect the aggregate grant date fair value for non-qualified stock option awards granted
during fiscal years ended December 30, 2007 and December 28, 2008. No Option Awards were granted in fiscal year ended December 27,
2009.

(4) The amounts shown in the All Other Compensation column reflect the following compensation for each Named Executive Officer. At a
minimum, values exceeding ten percent of the total amount of perquisites and personal benefits are specified in these footnotes:

� Matching 401(K) contributions in fiscal 2007 for each of Dr. Cambou and Messrs. Sacomani, Nawaz and Eby of $6,750. The
contribution in fiscal 2008 for each of Dr. Cambou and Messrs. Kispert, Sacomani, Nawaz, Eby and Manocha was $6,900. The
contribution in fiscal 2009 for each of Dr. Cambou and Messrs. Sacomani, Nawaz, Eby and Manocha of $3,486, $7,350, $2,365,
$2,414, $2,109 and $2,256, respectively.

� Car allowance for fiscal 2007 and fiscal 2008 for each of Dr. Cambou and Messrs. Sacomani, Nawaz and Eby was $24,000. The
allowance in fiscal 2008 for Mr. Manocha was $24,000. The allowance in fiscal 2009 for Dr. Cambou was $3,692 and for each of
Messrs. Sacomani, Nawaz, Eby and Manocha was $3,046.

� Financial planning services reimbursements in fiscal 2007 to Dr. Cambou of $6,600. The reimbursements in 2008 to Dr. Cambou and
Mr. Nawaz were $6,000 and $5,300, respectively.

� Vacation balances upon termination were paid in fiscal 2009 to Drs. Cambou and Eitan in the amount of $32,993 and $20,780,
respectively. Mr. Eby received a vacation cash payout in 2007 of $14,932.

� Relocation and/or temporary living expense paid in fiscal 2007 to Messrs. Sacomani and Nawaz in the amounts of $107,435 and
$202,279, respectively. Expense paid to Messrs. Sacomani and Nawaz in fiscal 2008 of $66,538 and $2,033, respectively. Expense
paid to Mr. Sacomani in fiscal 2009 of $20,679.

� Severance benefits paid in fiscal 2009 to Drs. Cambou and Eitan in the amounts of $751,275 and $100,349, respectively.

(5) Dr. Eitan resigned as Interim President on February 3, 2009. Amounts in the Summary Compensation chart were converted to U.S. dollars
from Israeli shekel using the exchange rate at each fiscal year end.

(6) Dr. Cambou resigned as President and Chief Executive Officer effective February 2, 2009.
(7) Mr. Sarkisian resigned as Interim Chief Financial Officer on June 25, 2009 and continued to serve as a consultant to Spansion.
(8) Ms. Thoroddsen was retained as a consultant through Brincko Associates. The amount reflects payment for her services made to Brinkco

Associates. Ms. Thoroddsen was then paid by Brincko Associates. No payments were made by Spansion directly to Ms. Thoroddsen.
Ms. Thoroddsen resigned as Interim Chief Financial Officer on April 24, 2009 and continued to serve as a consultant to Spansion.

(9) Mr. Sacomani resigned as Executive Vice President and Chief Financial Officer on April 10, 2009. He was a part-time employee for a
transition period of nine months.

(10)Mr. Manocha resigned as Executive Vice President, Worldwide Operations effective February 28, 2010.
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Grants of Plan-Based Awards for Fiscal 2009

The table below summarizes all grants of plan-based awards to the Named Executive Officers during fiscal 2009, which ended on December 27,
2009. No restricted stock unit or stock option awards were granted to the Named Executive Officers in fiscal 2009.

Name

Estimated Possible  Payouts

Under

Non-Equity Incentive
                    Plan Awards(1)

Target
($)

Maximum
($)

Randy W. Furr 231,000 330,000
Ahmed Nawaz 318,326 454,750
Thomas T. Eby 308,240 440,343
Ajit Manocha 148,750 N/A(2)

(1) Reflects the combined bonus amounts for Milestones 1 and 2 under the Key Employee Incentive Plan, as described in �Compensation
Discussion and Analysis�Short-Term Performance-Based Incentive Compensation.� The target award (50 percent of the above Target
amount) was earned for Milestone 1 in fiscal 2009.

(2) Mr. Manocha is ineligible for payment based on achievement of Milestone 2 because he resigned from his employment with us effective
February 28, 2010.

Outstanding Equity Awards at Fiscal 2009 Year-End

The table below summarizes the outstanding Spansion equity awards held and exercisable by Named Executive Officers at the end of fiscal
2009. For fiscal 2009, Spansion did not offer an equity incentive plan, as defined under Item 402(a)(6)(iii) of Regulation S-K. Pursuant to the
Plan of Reorganization, all of our equity securities, including all shares of our Class A Common Stock and stock option awards to purchase
shares of our Class A Common Stock were cancelled upon our emergence from the Chapter 11 Cases.

Option Awards Stock Awards
Number

of
Securities

Underlying
Unexercised

Options
(#)

Number of
Securities

Underlying
Unexercised

Options
(#)

Option
Exercise

Price
($)

Option
Expiration

Date

Number of
Shares

or
Units of

Stock That
Have
Not

Vested
(#)(1)

Market
Value of
Shares or
Units of

Stock That
Have Not

Vested
($)(2)Name Exercisable Unexercisable

Bertrand F. Cambou 168,749 �  12.00 12/15/2012 �  �  
82,031 �  10.41 04/20/2014 �  �  

Dario Sacomani 93,749 31,251(3) 14.74 03/03/2013 �  �  
32,812 41,188(4) 10.41 04/20/2014 �  �  

�  120,000(5) 3.02 04/28/2015 �  �  

Thomas T. Eby 117,187 7,813(6) 12.00 12/15/2012 �  �  
46,875 28,125(4) 10.41 04/20/2014 11,250(7) 1,181
33,750 56,250(5) 3.02 04/28/2015 22,500(8) 2,363

Ahmed Nawaz 56,250 18,750(9) 14.93 12/07/2013 �  �  
18,750 11,250(4) 10.41 04/20/2014 �  �  
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20,312 12,188(10) 11.53 06/13/2014 �  �  
33,750 56,250(5) 3.02 04/28/2015 �  �  

Ajit Manocha 32,812 42,188(11) 2.98 02/21/2015 16,875(12) 1,772
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(1) Each restricted stock unit represents a contingent right to receive one share of Spansion Class A Common Stock. There is no exercise
price.

(2) Based on closing price of $0.105 of Spansion Class A Common Stock on December 24, 2009.
(3) The stock option was granted on March 3, 2006 and vests over a four-year period, with 25 percent of the shares vesting on January 28,

2007, and the remaining shares vesting in equal quarterly installments over the remaining 36 months beginning April 28, 2007.
(4) The stock option was granted on April 20, 2007 and vests over a four-year period, with 25 percent of the shares vesting on the anniversary

of the date of grant and the remaining shares vesting in equal quarterly installments over the remaining 36 months beginning July 20, 2007.
(5) The stock option was granted on April 28, 2008 and vests over a four-year period, with 25 percent of the shares vesting on the anniversary

of the date of grant and the remaining shares vesting in equal quarterly installments over the remaining 36 months beginning April 28,
2009.

(6) The stock option was granted on December 15, 2005 and vests over a four-year period, with 25 percent of the shares vesting on
January 28, 2007 and the remaining shares vesting in equal quarterly installments over the remaining 36 months beginning April 28, 2007.

(7) The restricted stock unit award was granted on April 20, 2007 and vests over a four-year period, with 25 percent of the shares vesting on
the anniversary of the date of grant and the remaining shares vesting in equal quarterly installments over the remaining 36 months
beginning July 20, 2007. The unvested shares were voluntarily cancelled by the Named Executive Officer on December 15, 2009.

(8) The restricted stock unit award was granted on April 28, 2008 and vests over a four-year period with 25 percent of the shares vesting on
the anniversary of the date of grant and the remaining shares vesting in equal quarterly installments over the remaining 36 months
beginning April 28, 2009.

(9) The stock option was granted on December 7, 2006 and vests over a four-year period, with 25 percent of the shares vesting on the
anniversary of the date of grant and the remaining shares vesting in equal quarterly installments over the remaining 36 months beginning
December 7, 2007.

(10) The stock option was granted on June 13, 2007 and vests over a four-year period, with 25 percent of the shares vesting on the anniversary
of the date of grant and the remaining shares vesting in equal quarterly installments over the remaining 36 months beginning
September 13, 2008.

(11) The stock option was granted on February 21, 2008 and vests over a four-year period, with 25 percent of the shares vesting on the
anniversary of the date of grant and the remaining shares vesting in equal quarterly installments over the remaining 36 months beginning
February 21, 2009.

(12) The restricted stock unit award was granted on February 21, 2008 and vests over a four-year period with 25 percent of the shares vesting
on the anniversary of the date of grant and the remaining shares vesting in equal quarterly installments over the remaining 36 months
beginning February 21, 2009.

Option Exercises and Stock Vested for Fiscal 2009

The table below summarizes the Spansion restricted stock units held by Named Executive Officers that vested during fiscal 2009. There were no
stock option exercises by Named Executive Officers during fiscal 2009.

Stock Awards

Name

Number of Shares
Acquired on Vesting

(#)

Value Realized
on Vesting

($)(1)

Bertrand F. Cambou 11,831 930
Dario Sacomani 1,875 169
Ahmed Nawaz 24,750 3,585
Thomas T. Eby 26,716 4,104
Ajit Manocha 13,125 1,181

(1) The value realized equals the fair market value of Spansion Class A Common Stock on the vesting date, as measured by the closing price
on that date, multiplied by the number of shares that vested.
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Potential Payments upon Termination, a Change of Control or Other Event

Following is a general discussion of the compensation available to our Named Executive Officers in the event an executive�s employment
terminates. The actual payments can be determined only at the time of the executive�s separation from Spansion, as illustrated by the tables that
follow.

Termination for Any Reason

When employment terminates for any reason, each Named Executive Officer is entitled to receive compensation earned during the time the
executive was employed. Such compensation includes:

� Compensation earned during the fiscal year;

� Vested equity awards issued under any Spansion equity plan pursuant to the applicable terms and conditions of each award;

� Amounts deferred under the EDC Plan;

� Benefits accrued under Spansion�s Retirement Savings Plan; and

� Accrued unused vacation pay for which they were eligible under the terms of our bankruptcy proceedings.
Termination Due to Death

In the event employment termination is due to death, in addition to compensation listed above under �Termination for Any Reason,� each Named
Executive Officer�s beneficiary receives all or a pro-rata portion of the payment he or she would otherwise have been entitled to receive under the
STIP, as long as the Named Executive Officer was an active participant in the STIP for at least six months of the plan year, and life insurance
benefits, and if eligible, a survivor income benefit. In addition, if the executive has at least 15 years of service, all equity awards that would have
vested any time during the calendar year in which the death occurred are accelerated to vest on the executive�s employment termination date.
Some awards also require the executive to be at least 50 years of age. The STIP provision was not applicable for fiscal 2009, though we have
assumed that each Named Executive Officer would have been eligible for a pro-rated portion of his KEIP Incentive.

Termination Due to Disability

In the event employment is terminated due to a disability, in addition to compensation listed above under �Termination for Any Reason,� each
Named Executive Officer is eligible to receive benefits under the Spansion disability plans in which he or she participated at the time of the
termination; and if the executive has at least 15 years of service, all equity awards that would have vested any time during the calendar year in
which the disability occurred are accelerated to vest on the executive�s employment termination date. Some awards also require the executive to
be at least 50 years of age.

Involuntary Termination in Connection with a Reduction in Force

In the event employment termination is involuntary due to a reduction in force, in addition to any compensation due under �Termination for Any
Reason� listed above, each Named Executive Officer receives a lump sum severance payment equivalent to two months of COBRA medical
insurance premiums (grossed up to cover taxes).

Termination in Connection With a Change of Control
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control as of fiscal year end. Pursuant to his change of control severance
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agreement, Mr. Nawaz would receive, subject to certain conditions, the following benefits in the event of a change of control and termination of
employment:

� A lump sum separation payment of two times the aggregate of his base salary and his target bonus opportunity;

� Acceleration of unvested equity;

� Reimbursement for premium payments for medical and dental COBRA continuation coverage for a limited time; and

� In certain cases, tax-related benefits.
The Agreement with Mr. Nawaz was terminated in April 2010 in connection with the Chapter 11 Cases.

The following tables show the potential payments that would have been made to each of the Named Executive Officers if their employment with
us had terminated as of December 27, 2009 and they were otherwise active Spansion employees on that date.

John H. Kispert

Executive Benefits and Payments Upon
Termination as of December 27, 2009

Voluntary
Termination

Involuntary Not for
Cause

Termination
(Reduction in

Force)
For Cause

Termination

Involuntary or
for Good

Reason Following
Change of

Control
Within

24 Months(1) Death Disability
Benefits and Perquisites:
Post-Employment Health Insurance
(COBRA) �  $ 3,602 �  �  �  �  
Life Insurance Proceeds �  �  �  �  $ 2,000,000 �  
AD&D �  �  �  �  $ 500,000 �  
Survivor Income Benefit �  �  �  �  $ 4,000 �  
Accrued Vacation Pay $ 8,119 $ 8,119 $ 8,119 $ 8,119 $ 8,119 $ 8,119
Subtotal: $ 8,119 $ 11,721 $ 8,119 $ 8,119 $ 2,512,119 $ 8,119
Vested Benefits:
Retirement Savings Plan $ 36,279 $ 36,279 $ 36,279 $ 36,279 $ 36,279 $ 36,279
Subtotal: $ 36,279 $ 36,279 $ 36,279 $ 36,279 $ 36,279 $ 36,279
TOTAL $ 44,398 $ 48,000 $ 44,398 $ 44,398 $ 2,548,398 $ 44,398

(1) Mr. Kispert became eligible for Change of Control benefits upon the effectiveness of Spansion�s Plan of Reorganization.
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Randy W. Furr

Executive Benefits and Payments Upon
Termination as of December 27, 2009

Voluntary
Termination

Involuntary Not for
Cause

Termination
(Reduction

in
Force)

For Cause
Termination

Involuntary or
for Good

Reason Following
Change of

Control
Within

24 Months(1) Death Disability
Compensation:
Base Salary �  �  �  �  �  �  
Short-term Incentive �  $ 57,750(2) �  $ 57,750(2) $ 57,750(2) $ 57,750(2)

Long-term Incentive
Stock Options�Unvested and Accelerated �  �  �  �  �  �  
Restricted Stock Units�Unvested and
Accelerated �  �  �  �  �  �  
Bonus Repayment �  �  �  �  �  �  
Subtotal: �  $ 57,750 �  $ 57,750 $ 57,750 $ 57,750

Benefits and Perquisites:
Post-Employment Health Insurance
(COBRA) �  $ 2,609 �  �  �  �  
Life Insurance Proceeds �  �  �  �  $ 1,321,000 �  
AD&D �  �  �  �  $ 750,200 �  
Survivor Income Benefit �  �  �  �  $ 4,000 �  
Accrued Vacation Pay $ 3,459 $ 3,459 $ 3,459 $ 3,459 $ 3,459 $ 3,459
Subtotal: $ 3,459 $ 6,068 $ 3,459 $ 3,459 $ 2,070,459 $ 3,459

Vested Benefits:
Stock Awards
Retirement Savings Plan $ 14,637 $ 14,637 $ 14,637 $ 14,637 $ 14,637 $ 14,637
Subtotal: $ 14,637 $ 14,637 $ 14,637 $ 14,637 $ 14,637 $ 14,637
TOTAL $ 18,096 $ 78,455 $ 18,096 $ 75,846 $ 2,150,846 $ 75,846

(1) Mr. Furr became eligible for Change of Control benefits upon the effectiveness of Spansion�s Plan of Reorganization.
(2) Mr. Furr would be eligible to receive a prorated portion of the KEIP incentive for Milestone 2, which is estimated for these purposes

at target and prorated at 50 percent.
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Dario Sacomani

Executive Benefits and
Payments Upon Termination
as of December 27, 2009

Voluntary
Termination

Involuntary Not for
Cause Termination

(Reduction in
Force)

For Cause
Termination

Involuntary or
for Good

Reason Following
Change of

Control Within
24 Months Death Disability

Compensation:
Base Salary �  �  �  �  �  �  
Short-term Incentive �  �  �  �  �  �  
Long-term Incentive
Stock Options�Unvested and Accelerated �  �  �  �  �  �  
Restricted Stock Units�Unvested and
Accelerated �  �  �  �  �  �  
Bonus Repayment �  �  �  �  �  �  
Subtotal: �  �  �  �  �  �  

Benefits and Perquisites:
Post-Employment Health Insurance (COBRA) �  $ 3,602 �  �  �  �  
Life Insurance Proceeds �  �  �  �  $ 1,000,000 �  
Survivor Income Benefit �  �  �  �  $ 4,000 �  
Accrued Vacation Pay $ 22,555 $ 22,555 $ 22,555 $ 22,555 $ 22,555 $ 22,555
Subtotal: $ 22,555 $ 26,157 $ 22,555 $ 22,555 1,026,555 $ 22,555

Vested Benefits:
Stock Awards �  �  �  �  �  �  
Retirement Savings Plan $ 108,976 $ 108,976 $ 108,976 $ 108,976 $ 108,976 $ 108,976
Subtotal: $ 108,976 $ 108,976 $ 108,976 $ 108,976 $ 108,976 $ 108,976
TOTAL $ 131,531 $ 135,133 $ 131,531 $ 131,531 $ 1,135,531 $ 131,531
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Ahmed Nawaz

Executive Benefits and
Payments Upon Termination
as of December 27, 2009

Voluntary
Termination

Involuntary Not for
Cause Termination

(Reduction in
Force)

For Cause
Termination

Involuntary or
for Good

Reason Following
Change of

Control
Within

24 Months(1) Death Disability
Compensation:
Base Salary �  �  �  $ 818,550 �  �  
Short-term Incentive �  $ 79,582(2) �  $ 79,582(2) $ 79,582(2) $ 79,582(2)

Long-term Incentive
Stock Options�Unvested and
Accelerated �  �  �  �  �  �  
Restricted Stock Units�Unvested and
Accelerated �  �  �  �  �  �  
Subtotal: �  $ 79,582 �  $ 898,132 $ 79,582 $ 79,582

Benefits and Perquisites:
Post-Employment Health Insurance
(COBRA) �  $ 2,609 �  $ 35,746 �  �  
Life Insurance Proceeds �  �  �  �  $ 1,000,000 �  
Survivor Income Benefit �  �  �  �  $ 4,000 �  
Accrued Vacation Pay �  �  �  �  �  �  
Subtotal �  $ 2,609 �  $ 35,746 $ 1,004,000 �  

Vested Benefits:
Stock Awards �  �  �  �  �  �  
Retirement Savings Plan $ 78,768 $ 78,768 $ 78,768 $ 78,768 $ 78,768 $ 78,768
Subtotal: $ 78,768 $ 78,768 $ 78,768 $ 78,768 $ 78,768 $ 78,768
TOTAL $ 78,768 $ 160,959 $ 78,768 $ 1,012,646 $ 1,162,350 $ 158,350

(1) Mr. Nawaz is eligible to receive 2 times his annual base salary of $409,275 upon termination as described under �Termination in
Connection With a Change of Control� above.

(2) Mr. Nawaz would be eligible to receive a prorated portion of the KEIP incentive for Milestone 2, which is estimated for these purposes at
target and prorated at 50 percent.
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Thomas T. Eby

Executive Benefits and
Payments Upon Termination
as of December 27, 2009

Voluntary
Termination

Involuntary Not for
Cause Termination

(Reduction in
Force)

For Cause
Termination

Involuntary or
for Good

Reason Following
Change of

Control
Within

24 Months Death Disability
Compensation:
Base Salary �  �  �  �  �  �  
Short-term Incentive �  $ 77,060(1) �  $ 77,060(1) $ 77,060(1) $ 77,060(1)

Long-term Incentive
Stock Options�Unvested and
Accelerated �  �  �  �  �  �  
Restricted Stock Units�Unvested and
Accelerated �  �  �  �  �  �  
Subtotal: �  $ 77,060 �  $ 77,060 $ 77,060 $ 77,060

Benefits and Perquisites:
Post-Employment Health Insurance
(COBRA) �  $ 3,602 �  �  �  �  
Life Insurance Proceeds �  �  �  �  1,189,000 �  
Survivor Income Benefit �  �  �  �  4,000 �  
Accrued Vacation Pay �  �  �  �  �  �  
Subtotal: $ �  $ 3,602 $ �  $ �  $ 1,193,000 $ �  

Vested Benefits:
Stock Awards �  �  �  �  �  �  
Retirement Savings Plan $ 735,839 $ 735,839 $ 735,839 $ 735,839 $ 735,839 $ 735,839
Subtotal: $ 735,839 $ 735,839 $ 735,839 $ 735,839 $ 735,839 $ 735,839
TOTAL $ 735,839 $ 816,501 $ 735,839 $ 812,899 $ 2,005,899 $ 812,899

(1) Mr. Eby would be eligible to receive a prorated portion of the KEIP incentive for Milestone 2, which is estimated for these purposes at
target and prorated at 50 percent.
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Ajit Manocha

Executive Benefits and
Payments Upon Termination
as of December 27, 2009

Voluntary
Termination

Involuntary Not for
Cause

Termination
(Reduction in

Force)
For Cause

Termination

Involuntary or
for Good

Reason Following
Change of

Control
Within

24 Months Death Disability
Compensation:
Base Salary �  �  �  �  �  �  
Short-term Incentive �  $ 74,375(1) �  $ 74,375(1) $ 74,375(1) $ 74,375(1)

Long-term Incentive
Stock Options�Unvested and
Accelerated �  �  �  �  �  �  
Restricted Stock Units�Unvested and
Accelerated �  �  �  �  �  �  
Subtotal: �  $ 74,375 �  $ 74,375 $ 74,375 $ 74,375

Benefits and Perquisites:
Post-Employment Health Insurance
(COBRA) �  3,602 �  �  �  �  
Life Insurance Proceeds �  �  �  �  $ 2,211,000 �  
AD&D �  �  �  �  $ 500,000 �  
Survivor Income Benefit �  �  �  �  $ 4,000 �  
Accrued Vacation Pay �  �  �  �  �  �  
Subtotal �  $ 3,602 �  �  $ 2,715,000 �  

Vested Benefits:
Stock Awards �  �  �  �  �  �  
Retirement Savings Plan $ 57,322 $ 57,322 $ 57,322 $ 57,322 $ 57,322 $ 57,322
Subtotal: $ 57,322 $ 57,322 $ 57,322 $ 57,322 $ 57,322 $ 57,322
TOTAL $ 57,322 $ 135,299 $ 57,322 $ 131,697 $ 2,846,697 $ 131,697

(1) Mr. Manocha would have been eligible to receive a prorated portion of the KEIP incentive for Milestone 2, which is estimated for these
purposes at target and prorated at 50 percent. Mr. Manocha resigned effective February 28, 2010 and did not receive any prorated portion
of the KEIP incentive for Milestone 2.

Mitigation of Risk Relating to Compensation

Spansion has reviewed its compensation plans, practices and policies and has determined that it does not have any such plans, practices or
policies that create risks that are reasonably likely to have a material adverse effect on Spansion.

Tax and Accounting Implications Associated with Compensation

$1 Million Deduction Limit. Section 162(m) of the Internal Revenue Code, or Code, generally limits a tax deduction to public corporations for
certain executive compensation in excess of $1 million per taxable year. Certain types of compensation are deductible only if performance
criteria are approved by stockholders. The Committee will endeavor to structure compensation plans to achieve maximum deductibility under
Section 162(m) with minimal sacrifices in flexibility and corporate objectives. While the Committee will consider deductibility under
Section 162(m) with respect to future compensation arrangements with Named Executive Officers, deductibility will not be the sole factor used
in ascertaining appropriate levels or modes of compensation. Since corporate objectives may not always be consistent with the requirements for
full deductibility, certain compensation paid by Spansion in the future may not be fully deductible under
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Section 162(m). For 2009, all elements of compensation paid to the Named Executive Officers were fully deductible by Spansion.

Accounting for Equity-Based Compensation. Beginning on December 26, 2005, Spansion began accounting for equity-based awards in
accordance with the requirements of FASB Statement 123(R) �Share-Based Payment,� which has been codified as ASC Topic 718.

Agreements with Executive Officers

John H. Kispert. On February 2, 2009, the Board appointed Mr. Kispert as our President and Chief Executive Officer. In addition, the Board
appointed Mr. Kispert to serve as a Class III member of the Board of Directors (as a Class A director). On February 12, 2009, we entered into
the Offer Letter with Mr. Kispert, pursuant to which he is entitled to compensation of $75,000 per month. We paid Mr. Kispert a nonrefundable
advance of four months� salary. In addition, Mr. Kispert is entitled to a bonus of $1.75 million upon the first to occur of either of the following
Transactions:

� A merger or consolidation of Spansion with any other corporation which constitutes a change in ownership of the securities of
Spansion representing more than fifty percent (50%) of the total voting power represented by Spansion�s then outstanding securities,
other than a merger or consolidation which would result in holders of our pre-transaction debts generally holding at least fifty percent
(50%) of the total voting power represented by the voting securities of Spansion or such surviving entity outstanding immediately
after such merger or consolidation; or

� The sale, lease or other disposition by Spansion of all or substantially all of our assets, which occurs on the date that any one person,
or more than one person acting as a group, acquires (or has acquired during the 12-month period ending on the date of the most
recent acquisition by such person or persons) assets from us that have a total gross fair market value equal to or more than eighty-five
percent (85%) of the total fair market value of all of our assets immediately prior to such acquisition or acquisitions;

provided, however, that the payment of such bonus is subject to certain additional conditions as set forth in the Offer Letter.

On July 9, 2009, the Board of Directors approved an amendment (the �Amendment�) to the Offer Letter. Under the Amendment, Mr. Kispert is
entitled to a bonus in the amount of $1.75 million upon either Spansion�s successful closing of a Transaction or the U.S. Bankruptcy Court�s
confirmation of the Plan of Reorganization (which occurred on April 16, 2010), provided that such Transaction or Plan of Reorganization
confirmation occurs on or prior to March 31, 2010. We filed a motion with the U.S. Bankruptcy Court seeking to extend the March 31, 2010
date to May 31, 2010 in order to pay the bonus to Mr. Kispert. Our motion was approved by the U.S. Bankruptcy Court and the $1.75 million
bonus was paid to Mr. Kispert on May 28, 2010.

On October 8, 2009, the Committee approved Mr. Kispert�s proposal to implement a ten percent reduction in the base salary of Mr. Kispert and
other executives, including the Named Executive Officers, effective October 19, 2009. Mr. Kispert�s base salary was restored to $900,000 on
May 10, 2010 following our emergence from the Chapter 11 Cases.

Mr. Kispert also (i) receives comprehensive benefits, including medical, dental, life and disability coverage; and (ii) may participate in our
401(k) retirement savings plan and executive deferred compensation plan as long as such plans remain generally available to Spansion.

Randy W. Furr. On June 4, 2009, we entered into an employment offer letter, or the Furr Offer Letter, with Mr. Furr in connection with his
appointment as Spansion�s Executive Vice President and Chief Financial Officer, effective as of June 29, 2009. Pursuant to the Furr Offer Letter,
Mr. Furr is entitled to compensation of $36,667 per month. Mr. Furr may also (i) receive comprehensive benefits, including medical, dental, life
and disability
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coverage; (ii) participate in Spansion�s 401(k) retirement savings plan; and (iii) participate in any executive incentive plan that we adopt.
Mr. Furr�s target bonus opportunity in any executive incentive plan that is adopted will be 70 percent of his annual base salary, with at maximum
award of 100 percent of base salary. The Furr Offer Letter also provides that subject to certain other conditions, Mr. Furr will receive a change
of control agreement pursuant to which he will receive (i) a lump sum payment of up to 24 months of his salary, (ii) up to 24 months of
continued health coverage, and (iii) 100 percent accelerated vesting of any of Spansion�s equity that he holds, if within 12 months following a
change of control of Spansion, Spansion terminates his employment without cause, or if he terminates his employment for good reason. In
addition, if Spansion terminates Mr. Furr�s employment without cause or Mr. Furr terminates his employment with good reason, in either case
more than six months after Mr. Furr�s employment commences but either prior to a change of control or more than 12 months after a change of
control, in exchange for a general release of claims against us, Mr. Furr will receive (i) a lump sum payment of 12 months of his base salary and
12 months of continued health coverage if the termination occurs after he has been employed by Spansion for six months but before he reaches
the 24 month anniversary of his employment with Spansion; or (ii) a lump sum payment of 24 months of his base salary and 24 months of
continued health coverage if the termination occurs after the 24 month anniversary of his employment with Spansion. These severance and
change of control provisions became effective upon the effectiveness of our Plan of Reorganization.

Boaz Eitan. On March 18, 2008, in connection with our acquisition of Saifun Semiconductors Limited, or Saifun, the Board of Directors
appointed Dr. Boaz Eitan as a member of the Board effective as of the closing of the acquisition. Dr. Eitan served as a Class II director until May
10, 2010. We also entered into a Noncompetition and Retention Agreement with Dr. Eitan whereby he received an annual gross salary equal to
the Israeli shekel equivalent of $260,000 (as determined according to the representative rate of exchange published by the Bank of Israel). In
addition, Dr. Eitan was eligible for an annual performance bonus and one time retention bonus if he remained employed by Spansion at the one
year anniversary of the closing of the Saifun acquisition. Dr. Eitan remained employed by Spansion at the one year anniversary of the Saifun
acquisition closing but did not receive the retention bonus due to the commencement of the Chapter 11 Cases. The Noncompetition and
Retention Agreement also contains a two-year non-competition provision and a two-year non-solicitation provision. Dr. Eitan did not receive
any additional compensation for his service as Interim President in February 2009. Dr. Eitan resigned from his employment with Spansion in
March 2009 and no longer served on the Board of Directors upon our emergence from the Chapter 11 Cases in accordance with the Plan of
Reorganization.

Bertrand F. Cambou. On January 30, 2009, Dr. Bertrand Cambou resigned as our President and Chief Executive Officer and as a member of
our Board of Directors, effective as of February 2, 2009. On February 4, 2009, we entered into a Separation Agreement and Release with
Dr. Cambou, pursuant to which Dr. Cambou received a severance package that included a lump-sum payment equal to one year of Dr. Cambou�s
base salary of $751,274.94, plus we reimbursed out-of-pocket expenses incurred by Dr. Cambou in connection with the preparation of his 2008
tax returns. Pursuant to the Separation Agreement and Release, Dr. Cambou released any and all claims against us and his rights under the
change of control and severance agreement we entered into with him were terminated. Under a separate Consulting Agreement, Dr. Cambou
agreed to provide transition services to us on a consultant basis for a four month period or less, at a monthly rate equal to 50 percent of his
monthly base salary. The Consulting Agreement was rejected by the U.S. Bankruptcy Court in connection with the Chapter 11 Cases. Therefore,
Dr. Cambou did not provide any consulting services or receive any payments under the Consulting Agreement.

Dario Sacomani. On April 10, 2009, we entered into a Personal Leave Agreement and Release with Mr. Sacomani (the �Leave Agreement�).
Under the terms of the Leave Agreement, Mr. Sacomani resigned as Executive Vice President and Chief Financial Officer of Spansion, effective
immediately, but remained a part-time employee for a transition period of up to nine months. Mr. Sacomani also agreed to provide transition
services during his leave. Mr. Sacomani continued to receive his current base salary and health insurance benefits through the transition period,
as well as up to $7,500 in relocation expenses. Mr. Sacomani�s rights under the change of control and severance agreement we entered into with
him were terminated upon his execution of the Leave Agreement. Mr. Sacomani�s Leave Agreement terminated in January 2010.
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Thora Thoroddsen. On February 26, 2009, we entered into a Services Agreement (the �Services Agreement�) with Brincko Associates, John P.
Brincko and Ms. Thoroddsen, pursuant to which we paid Brincko Associates $60,000 a month for Ms. Thoroddsen�s services in connection with
our Chapter 11 Cases and related restructuring efforts, as well as reimbursed them for expenses reasonably incurred by Ms. Thoroddsen. In
addition, the Services Agreement provided that we indemnify Ms. Thoroddsen for her acts during the term of the Services Agreement. On
April 10, 2009, the Board of Directors appointed Ms. Thoroddsen as Spansion�s Interim Chief Financial Officer. Ms. Thoroddsen previously held
several senior finance positions and holds a bachelor�s degree in business, with emphasis in accounting and auditing; a master�s degree in
economics, with emphasis in econometrics and statistics; and a master�s degree in business administration, with emphasis in finance. On
April 24, 2009, Ms. Thoroddsen resigned as Interim Chief Financial Officer as a result of an ongoing pre-existing business relationship between
Ernst & Young LLP, Spansion�s independent registered public accountants, and Brincko Associates, the firm through which Ms. Thoroddsen is
engaged.

Nathan M. Sarkisian. On April 30, 2009, in connection with Mr. Sarkisian�s appointment as Interim Chief Financial Officer on April 29, 2009,
we executed a consulting agreement (the �Agreement�) with Mr. Sarkisian, effective May 20, 2009. Mr. Sarkisian has over 20 years of experience
in senior finance positions, and spent 11 years as chief financial officer at a large publicly-traded semiconductor company. Before that,
Mr. Sarkisian held various management and finance positions at high technology companies. Mr. Sarkisian holds a bachelor�s degree in
economics and a master�s degree in business administration. Under the Agreement, we paid Mr. Sarkisian a monthly fee of $40,000, plus
reimbursement of out of pocket expenses for required travel and other necessary business expenses in accordance with our reimbursement
policies. We also executed an indemnification agreement with Mr. Sarkisian in the form provided to Spansion�s executive officers, pursuant to
which we provide Mr. Sarkisian with customary indemnification rights. Mr. Sarkisian served as Spansion�s Interim Chief Financial Officer from
May 20, 2009 until the appointment of Mr. Furr (discussed below).

Equity Incentive Plan

2010 Equity Incentive Award Plan

Our Board of Directors adopted our 2010 Equity Incentive Award Plan, or the 2010 Plan, on May 10, 2010 and the 2010 Plan was amended on
May 10, 2010. The principal purpose of the 2010 Plan is to attract, retain and motivate selected employees, consultants and directors through the
granting of stock-based compensation awards and cash-based performance bonus awards.

The principal features of the 2010 Plan are summarized below. This summary is qualified in its entirety by reference to the text of the 2010 Plan.

Share Reserve. Under the 2010 Plan, the aggregate number of shares of our common stock that were initially reserved for issuance pursuant to a
variety of stock-based compensation awards, including stock options, stock appreciation rights, or SARs, restricted stock awards, restricted stock
unit awards, deferred stock awards, dividend equivalent awards, stock payment awards and performance awards under the Plan was the sum of
(i) 6,580,240 (provided that, subject to the provisions of the 2010 Plan, the aggregate number of shares that may be issued or transferred
pursuant to full value awards is 3,290,120) and (ii) an annual increase on the first day of each year beginning in 2011 and ending in 2015, equal
to the lesser of (A) seven million (7,000,000) shares; (B) a percentage of the shares of common stock outstanding (on an as converted basis) on
the last day of the immediately preceding fiscal year as follows: 7% for the increase made January 1, 2011, 6% for the increase made January 1,
2012, 4.5% for the increase made January 1, 2013 and 3.5% for the increases made thereafter; and (C) such smaller number as may be
determined by the Board of Directors prior to the first day of such year. Notwithstanding the foregoing, no more than 6,580,240 shares of
common stock may be issued upon the exercise of Incentive Stock Options.

Administration. The compensation committee of our board of directors will administer the 2010 Plan unless our board of directors assumes
authority for administration. The compensation committee must consist of
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at least two members of our board of directors, each of whom is intended to qualify as an �outside director,� within the meaning of Section 162(m)
of the Code, a �non-employee director� for purposes of Rule 16b-3 under the Securities Exchange Act of 1934, as amended, or the Exchange Act,
and an �independent director� within the meaning of the rules of the NYSE, or other principal securities market on which shares of our common
stock are traded. The 2010 Plan provides that the compensation committee may delegate its authority to grant awards to employees other than
executive officers and certain senior executives of the company to a committee consisting of one or more members of our board of directors or
one or more of our executive officers.

Subject to the terms and conditions of the 2010 Plan, the administrator has the authority to select the persons to whom awards are to be made, to
determine the number of shares to be subject to awards and the terms and conditions of awards, and to make all other determinations and to take
all other actions necessary or advisable for the administration of the 2010 Plan. The administrator is also authorized to adopt, amend or rescind
rules relating to administration of the 2010 Plan.

With respect to awards to non-employee directors, the Board will administer the 2010 Plan and grant awards pursuant to a non-discretionary
formula setting forth the type of awards to be granted to non-employee directors, the number of shares subject to the awards and the terms and
conditions of the awards, known as the �Non-Employee Director Equity Compensation Policy,� subject to the limitations of the 2010 Plan. Awards
to non-employee directors will only be made under the Non-Employee Director Equity Compensation Policy.

Eligibility. Persons eligible to participate in the 2010 Plan include all of our employees, non-employee directors and consultants, as determined
by the Administrator. Only employees of our company or certain of our subsidiaries may be granted incentive stock options, or ISOs.

Awards.

The 2010 Plan provides that the administrator may grant or issue stock options, SARs, restricted stock, restricted stock units, deferred stock,
dividend equivalents, performance awards, stock payments, or any combination thereof. Each award will be set forth in a separate agreement
with the person receiving the award and will indicate the type, terms and conditions of the award.

Nonstatutory Stock Options, or NSOs, will provide for the right to purchase shares of our common stock at a specified price which may not be
less than fair market value on the date of grant, and usually will become exercisable (at the discretion of the administrator) in one or more
installments after the grant date, subject to the participant�s continued employment or service with us. NSOs may be granted for any term
specified by the administrator that does not exceed seven years.

Incentive Stock Options, or ISOs, will be designed in a manner intended to comply with the provisions of Section 422 of the Code and will be
subject to specified restrictions contained in the Code. Among such restrictions, ISOs must have an exercise price of not less than the fair market
value of a share of common stock on the date of grant, may only be granted to employees, and must not be exercisable after a period of seven
years measured from the date of grant. In the case of an ISO granted to an individual who owns (or is deemed to own) at least 10% of the total
combined voting power of all classes of our capital stock, the 2010 Plan provides that the exercise price must be at least 110% of the fair market
value of a share of common stock on the date of grant and the ISO must not be exercisable after a period of five years measured from the date of
grant.

Restricted Stock may be granted to any eligible individual and made subject to such restrictions as may be determined by the administrator.
Restricted stock, typically, may be forfeited for no consideration or repurchased by us at the original purchase price if the conditions or
restrictions on vesting are not met. In general, restricted stock may not be sold or otherwise transferred until restrictions are removed or expire.
Unless otherwise provided by the administrator, purchasers of restricted stock, unlike recipients of options, will have voting rights and will have
the right to receive dividends, if any, prior to the time when the restrictions lapse, however, extraordinary dividends will generally be placed in
escrow, and will not be released until restrictions are removed or expire.
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Restricted Stock Units may be awarded to any eligible individual, typically without payment of consideration, but subject to vesting conditions
based on continued employment or service or on performance criteria established by the administrator. Like restricted stock, restricted stock
units may not be sold, or otherwise transferred or hypothecated, until vesting conditions are removed or expire. Unlike restricted stock, stock
underlying restricted stock units will not be issued until the restricted stock units have vested, and recipients of restricted stock units generally
will have no voting or dividend rights prior to the time when vesting conditions are satisfied.

Deferred Stock Awards represent the right to receive shares of our common stock on a future date. Deferred stock may not be sold or otherwise
hypothecated or transferred until issued. Deferred stock will not be issued until the deferred stock award has vested, and recipients of deferred
stock generally will have no voting or dividend rights prior to the time when the vesting conditions are satisfied and the shares are issued.
Deferred stock awards generally will be forfeited, and the underlying shares of deferred stock will not be issued, if the applicable vesting
conditions and other restrictions are not met.

Stock Appreciation Rights, or SARs, may be granted in connection with stock options or other awards, or separately. SARs granted in
connection with stock options or other awards typically will provide for payments to the holder based upon increases in the price of our common
stock over a set exercise price. Unless otherwise determined by the administrator, the exercise price of a SAR granted under the 2010 Plan must
be at least 100% of the fair market value of a share of our common stock on the date of grant. Except as required by Section 162(m) of the Code
with respect to a SAR intended to qualify as performance-based compensation as described in Section 162(m) of the Code, there are no
restrictions specified in the 2010 Plan on the exercise of SARs or the amount of gain realizable therefrom, although restrictions may be imposed
by the administrator in the SAR agreements. The term of SARs issued pursuant to the 2010 Plan shall be set by the administrator, provided that
the term may not exceed a period of seven years from the date the SARs are granted. SARs under the 2010 Plan will be settled in cash or shares
of our common stock, or in a combination of both, at the election of the administrator.

Dividend Equivalents represent the value of the dividends, if any, per share paid by us, calculated with reference to the number of shares covered
by the award. Dividend equivalents may be settled in cash or shares and at such times as determined by the compensation committee or board of
directors, as applicable.

Performance Awards may be granted by the administrator on an individual or group basis. Generally, these awards will be based upon specific
performance targets and may be paid in cash or in common stock or in a combination of both.

Stock Payments may be authorized by the administrator in the form of common stock or an option or other right to purchase common stock as
part of an arrangement in lieu of all or any part of compensation, including bonuses, that would otherwise be payable in cash to the employee,
consultant or non-employee director. The number and value of stock payments shall be determined by the administrator and may be based on
one or more performance criteria or any other specified criteria, including continued service.

Change in Control. In the event of a change in control of the Company, outstanding awards shall be assumed by or substituted by the successor
corporation or its affiliate or shall terminate. If the successor corporation refuses such assumption or substitution, the administrator may, in its
sole discretion, cause any outstanding awards to become fully exercisable immediately prior to the consummation of the transaction effecting the
change of control. If awards are exercisable in lieu of assumption or substitution upon a change in control, the administrator will notify
participants that their awards are fully exercisable for a period of fifteen (15) days from the date of such notice and will terminate upon the
expiration of such period. Under the 2010 Plan, a change in control is generally defined as:

� the transfer or exchange in a single or series of related transactions by our stockholders of more than 50% of our voting stock to a
person or group;
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� a change in the composition of our board of directors over a two-year period such that 50% or more of the members of the board of
directors were elected through one or more contested elections;

� a merger, consolidation, reorganization or business combination in which we are involved, directly or indirectly, other than a merger,
consolidation, reorganization or business combination which results in our outstanding voting securities immediately before the
transaction continuing to represent a majority of the voting power of the acquiring company�s outstanding voting securities and after
which no person or group beneficially owns 50% or more of the outstanding voting securities of the surviving entity immediately
after the transaction;

� the sale, exchange, or transfer of all or substantially all of our assets; or

� stockholder approval of our liquidation or dissolution.
Adjustment of Awards. In the event of any stock dividend, stock split, combination or exchange of shares, merger, consolidation, spin-off,
recapitalization, distribution of our assets to stockholders (other than normal cash dividends) or any other corporate event affecting the number
of outstanding shares of our common stock or the share price of our common stock that would require adjustments to the 2010 Plan or any
awards under the 2010 Plan in order to prevent the dilution or enlargement of the potential benefits intended to be made available thereunder, the
administrator will make appropriate, proportionate adjustments to:

� the aggregate number and type of shares subject to the 2010 Plan;

� the number and kind of shares subject to outstanding awards and terms and conditions of outstanding awards (including, without
limitation, any applicable performance targets or criteria with respect to such awards); and

� the grant or exercise price per share of any outstanding awards under the 2010 Plan.
Amendment and Termination. The Board may terminate, amend or modify the 2010 Plan at any time; provided, however, that stockholder
approval will be obtained within 12 months to increase the limit on the aggregate number of shares that can be issued under the Plan as Incentive
Stock Options. Except to the extent required to ensure compliance with Section 409A of the Code, no amendment, suspension or termination of
the Plan shall impair existing rights or obligations under an outstanding award without the consent of the holder unless the award expressly
provides for such impairment.

In no event may an award be granted pursuant to the Plan on or after the tenth anniversary of the date the Plan was adopted by the Board of
Directors.

Expiration. The 2010 Plan will expire on, and no option or other award may be granted pursuant to the 2010 Plan after, the tenth anniversary of
the effective date of the 2010 Plan. Any award that is outstanding on the expiration date of the 2010 Plan will remain in force according to the
terms of the 2010 Plan and the applicable award agreement.

Securities Laws and U.S. Federal Income Taxes. The 2010 Plan is designed to comply with various securities and U.S. federal tax laws as
follows:

Securities Laws. The 2010 Plan is intended to conform to all provisions of the Securities Act of 1933, as amended, or the Securities Act, and the
Exchange Act and any and all regulations and rules promulgated by the SEC thereunder, including without limitation, Rule 16b-3. The 2010
Plan will be administered, and options will be granted and may be exercised, only in such a manner as to conform to such laws, rules and
regulations.
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Section 409A of the Code, which imposes certain additional requirements regarding the payment of deferred compensation. Generally, if at any
time during a taxable year a nonqualified

115

Edgar Filing: Spansion Inc. - Form S-1/A

Table of Contents 149



Table of Contents

deferred compensation plan fails to meet the requirements of Section 409A, or is not operated in accordance with those requirements, all
amounts deferred under the 2010 Plan and all other equity incentive plans for the taxable year and all preceding taxable years by any participant
with respect to whom the failure relates are includible in gross income for the taxable year to the extent not subject to a substantial risk of
forfeiture and not previously included in gross income. If a deferred amount is required to be included in income under Section 409A, the
amount also is subject to interest and an additional income tax. The interest imposed is equal to the interest at the underpayment rate plus one
percentage point, imposed on the underpayments that would have occurred had the compensation been includible in income for the taxable year
when first deferred, or if later, when not subject to a substantial risk of forfeiture. The additional U.S. federal income tax is equal to 20% of the
compensation required to be included in gross income. In addition, certain states, including California, have laws similar to Section 409A, which
impose additional state penalty taxes on such compensation.

Section 162(m) of the Code. In general, under Section 162(m) of the Code, income tax deductions of publicly held corporations may be limited
to the extent total compensation (including, but not limited to, base salary, annual bonus, and income attributable to stock option exercises and
other non-qualified benefits) for certain executive officers exceeds $1,000,000 (less the amount of any �excess parachute payments� as defined in
Section 280G of the Code) in any taxable year of the corporation. However, under Section 162(m), the deduction limit does not apply to certain
�performance-based compensation� established by an independent compensation committee that is adequately disclosed to and approved by
stockholders. In particular, stock options and SARs will satisfy the �performance-based compensation� exception if the awards are made by a
qualifying compensation committee, the 2010 Plan sets the maximum number of shares that can be granted to any person within a specified
period and the compensation is based solely on an increase in the stock price after the grant date. Specifically, the option exercise price must be
equal to or greater than the fair market value of the stock subject to the award on the grant date.

Director Compensation

Spansion uses a combination of cash and equity-based incentive compensation to attract and retain qualified candidates to serve on the Board of
Directors. Our independent director compensation is determined by the Board of Directors acting upon the recommendation of the
Compensation Committee. In setting director compensation, our Board of Directors considers, among other things, the significant amount of
time that directors spend in fulfilling their duties, the skill-level required by directors and competitive market data. Directors who are also
employees of Spansion, or who are otherwise determined to not be independent, receive no additional compensation for service as a director. In
accordance with our expense reimbursement policy, we reimburse our directors for travel, lodging and related expenses they incur in attending
Board of Directors and Board committee meetings.
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Cash Compensation

In fiscal 2009, our independent directors received fees for their services as set forth in the table below. These amounts reflect a retainer and
meeting fee reduction of 10 percent approved by the Board of Directors in October 2008. This reduction was in alignment with the base salary
reduction taken by all exempt employees as part of our efforts to preserve cash. The reduction was applied to payments made for the fourth
quarter of 2008 and fiscal 2009, and will remain in effect until the Board takes action to lift the reduction. All annual cash compensation was
paid in quarterly installments.

Annual Retainer(1) 54,000
Additional Annual Retainers:
Chairperson 90,000
Audit Committee Chair 13,500
Compensation Committee Chair 6,750
Finance Committee Chair 6,750
Nominating and Corporate Governance Committee Chair 6,750
Fees Per Board Meeting in Excess of Eight Board Meetings(2) 1,800
Fees Per Committee Meeting in Excess of Twelve Committee Meetings(2) 1,800

(1) All independent directors, including directors serving as Chairperson, receive this annual retainer.
(2) If in any calendar year an independent director is required to and does attend (i) more than eight meetings of our Board of Directors, such

director will receive $1,800 for each Board meeting attended in excess of eight, or (ii) more than 12 meetings of a specific Board
committee on which he or she serves, such director will receive $1,800 per such Board committee meeting in excess of 12.

In fiscal 2010, our independent directors shall receive fees for their services as set forth in the table below. All annual cash compensation is paid
in quarterly installments.

Annual Retainer(1) 60,000
Additional Annual Retainer :
Chairperson 60,000
Audit Committee Chair 20,000
Compensation Committee Chair 20,000
Nominating and Corporate Governance Committee Chair 10,000
Fees for serving on a Board Committee(2) 5,000
Fees Per Board Meeting in Excess of Ten Board Meetings(3) 2,000

(1) All independent directors, including directors serving as Chairperson, receive this annual retainer.
(2) All independent directors serving on a Board Committee, excluding directors serving as Chairperson and Committee Chairs, receive this

annual fee.
(3) If in any calendar year an independent director is required to and does attend more than an aggregate of ten meetings of (i) our Board of

Directors or (ii) the specific Board Committees on which he or she serves, such director will receive $2,000 ($1,000 if telephonic) for each
Board of Directors or Board committee meeting attended in excess of ten.
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Equity-Based Incentive Compensation

Prior to 2010, each independent director received an initial stock option award exercisable for 20,000 shares of our Class A Common Stock and
an initial restricted stock unit award of 20,000 units that convert upon vesting into 20,000 shares of our Class A Common Stock. These awards
were made at the time of our initial public offering of our Class A Common Stock in December 2005 or, if later, upon the director�s appointment
to our Board of Directors. An independent director who served as Chairperson of the Board would have received an additional initial restricted
stock unit award of 10,000 units that convert upon vesting into 10,000 shares of our Class A Common Stock.

In addition, for each year of continued service though fiscal 2008, independent directors received an annual stock option award exercisable for
10,000 shares of our Class A Common Stock and an annual restricted stock unit award of 10,000 units that convert upon vesting into 10,000
shares of our Class A Common Stock. For each year of continued service through fiscal 2008, an independent director serving as the
Chairperson of the Board received an additional annual stock option award exercisable for 5,000 shares of our Class A Common Stock and an
additional annual restricted stock unit award of 5,000 units that convert upon vesting into 5,000 shares of our Class A Common Stock. All
annual equity-based compensation was awarded to independent directors on the date of the annual stockholders meeting. At the annual
stockholders meeting, each independent director who (i) joined our Board of Directors at or prior to the last annual stockholders meeting, or
(ii) joined our Board of Directors after the last annual stockholders meeting but attended at least three meetings of the full Board of Directors,
was entitled to receive an annual equity award at that annual stockholders meeting.

All stock option and restricted stock unit awards previously granted to our independent directors vest 25 percent on the anniversary of the grant
date and the remainder vests in equal installments quarterly over the remaining 36 months, except for the stock option and restricted stock unit
awards granted to our independent directors in December 2005 at the time of the initial public offering of our Class A Common Stock. Those
awards vested 25 percent on January 28, 2007 and the remainder vested in equal installments quarterly over the remaining 36 months. We did
not grant any equity awards to independent directors in fiscal 2009. Under the Plan of Reorganization, all of our existing equity securities,
including all shares of our Class A Common Stock and stock option awards to purchase shares of our Class A Common Stock were cancelled
upon our emergence from the Chapter 11 Cases.

For fiscal 2010, each independent director receives an initial stock option award exercisable for 25,000 shares of our Class A Common Stock
and an initial restricted stock unit award of 15,000 units that convert upon vesting into 15,000 shares of our Class A Common Stock. These
awards are made upon the director�s appointment to our Board of Directors. In addition:

� an independent director who serves as Chairperson of the Board will receive an additional initial stock option award exercisable for
35,000 shares of our Class A Common Stock and an additional initial restricted stock unit award of 25,000 units that convert upon
vesting into 25,000 shares of our Class A Common Stock;

� independent directors who serve as Chairs of the Audit or Compensation Committees will receive an additional initial stock option
award exercisable for 30,000 shares of our Class A Common Stock and an additional initial restricted stock unit award of 10,000
units that convert upon vesting into 10,000 shares of our Class A Common Stock; and

� an independent directors who serves as Chair of the Nominating and Governance Committee will receive an additional initial stock
option award exercisable for 15,000 shares of our Class A Common Stock and an additional initial restricted stock unit award of
5,000 units that convert upon vesting into 5,000 shares of our Class A Common Stock.

All of the stock options and restricted stock unit awards to be granted to our independent directors starting in fiscal 2010 will vest in equal
installments quarterly until the third anniversary of the grant date.

118

Edgar Filing: Spansion Inc. - Form S-1/A

Table of Contents 152



Table of Contents

For each year of continued service starting with fiscal 2011, independent directors shall receive an annual stock option award exercisable for
20,000 shares of our Class A Common Stock and an annual restricted stock unit award of 7,500 units that convert upon vesting into 7,500 shares
of our Class A Common Stock. In addition, for each year of continued service starting with fiscal 2011:

� an independent director serving as the Chairperson of the Board will receive an additional annual stock option award exercisable for
30,000 shares of our Class A Common Stock and an additional annual restricted stock unit award of 12,500 units that convert upon
vesting into 12,500 shares of our Class A Common Stock;

� independent directors serving as Chairs of the Audit or Compensation Committees will receive an additional annual stock option
award exercisable for 25,000 shares of our Class A Common Stock and an additional annual restricted stock unit award of 7,500
units that convert upon vesting into 7,500 shares of our Class A Common Stock; and

� an independent director serving as Chair of the Nominating and Governance Committee will receive an additional annual stock
option award exercisable for 12,500 shares of our Class A Common Stock and an additional annual restricted stock unit award of
3,750 units that convert upon vesting into 3,750 shares of our Class A Common Stock.

All annual equity-based compensation is awarded to independent directors on the first trading day in April of each year. On such day, each
independent director who joined our Board of Directors at or prior to September 30 of the previous year is entitled to receive an annual equity
award at that annual stockholders meeting, while each remaining independent director shall receive an annual equity award prorated to equate to
the number of months served.

Director Compensation Table for Fiscal 2009

The following table provides information concerning compensation expense paid to or earned by each of our independent directors for fiscal
2009. Mr. John H. Kispert, our President and Chief Executive Officer, Dr. Boaz Eitan, a director, our former Interim President and Executive
Vice President, and Dr. Bertrand F. Cambou, our former President and Chief Executive Officer, do not and did not receive additional
compensation for their services as a director.

Name
Fees Earned or
Paid in Cash ($)

Stock
Awards(1)(2)

($)
Option

Awards(1)(2) ($) Total ($)
David K. Chao 75,600 �  �  75,600
Gilles Delfassy(3) 80,437 �  �  80,437
Donald L. Lucas(4) 219,450 �  �  219,450
John M. Stich(5) 144,450 �  �  144,450

(1) No Stock Option Awards or Restricted Stock Units were granted to our directors in fiscal 2009.
(2) As of December 27, 2009, the aggregate number of shares of Class A Common Stock underlying stock option and restricted stock unit

awards for each of our independent directors was:

Name

Aggregate Number of
Shares

Underlying
Stock Options

Aggregate Number of
Shares Underlying

Restricted Stock Units
David K. Chao 40,000 11,250
Gilles Delfassy 13,125 �  
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Donald L. Lucas 13,437 �  
John M. Stich 16,875 �  

(3) Mr. Delfassy resigned from the board on October 14, 2009.
(4) On October 15, 2009, Mr. Lucas cancelled all unvested stock awards and option awards previously awarded to him by Spansion.
(5) Mr. Stich cancelled all unvested stock awards and option awards previously awarded to him by Spansion on October 15, 2009.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Review and Approval of Transactions with Related Persons

The Audit Committee has adopted a written policy for approval of transactions between Spansion and its directors, director nominees, executive
officers, greater than five percent beneficial owners and their respective immediate family members, where the amount involved in the
transaction exceeds or is expected to exceed $120,000 in a single calendar year. Some of the transactions described in this prospectus were
approved by the Board of Directors before this policy was adopted.

The policy provides that the Audit Committee reviews certain transactions subject to the policy and determines whether or not to approve or
ratify those transactions. In doing so, the Audit Committee takes into account, among other factors it deems appropriate:

� the related person�s interest in the transaction;

� the approximate dollar value of the amount involved in the transaction;

� the approximate dollar value of the amount of the related person�s interest in the transaction without regard to the amount of any
profit or loss;

� whether the transaction was undertaken in the ordinary course of business of Spansion;

� whether the transaction with the related person is proposed to be, or was, entered into on terms no less favorable to Spansion than
terms that could have been reached with an unrelated third party;

� the purpose, and the potential benefits to Spansion, of the transaction; and

� any other information regarding the transaction or the related person in the context of the proposed transaction that would be material
to investors in light of the circumstances of the particular transaction.

In addition, the Audit Committee has delegated authority to the Chair of the Audit Committee to pre-approve or ratify certain transactions. A
summary of any new transactions pre-approved or ratified by the Chair is provided to the full Audit Committee for its review in connection with
its next scheduled Audit Committee meeting.

The Audit Committee has considered and adopted standing pre-approvals under the policy for limited transactions with related persons.
Pre-approved transactions include:

� employment of executive officers, subject to certain conditions;

� any compensation paid to a director if the compensation is required to be reported in Spansion�s proxy statement under Item 402 of
Regulation S-K promulgated by the SEC;
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� any transaction with another company at which a related person�s only relationship is as an employee (other than an executive officer
or director) or beneficial owner of less than ten percent of that company�s equity, if the aggregate amount involved does not exceed
the greater of $1,000,000, or two percent of that company�s total annual revenues;

� any charitable contribution, grant or endowment by Spansion to a charitable organization, foundation or university at which a related
person�s only relationship is as an employee (other than an executive officer or director), if the aggregate amount involved does not
exceed the lesser of $1,000,000, or two percent of the charitable organization�s total annual receipts; and

� any transaction where the related person�s interest arises solely from the ownership of Spansion�s Class A Common Stock and all
holders of Spansion�s Class A Common Stock received the same benefit on a pro rata basis.
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A summary of new transactions covered by the standing pre-approvals described above is provided to the Audit Committee for its review at each
regularly schedule Audit Committee meeting.

Overview

On March 18, 2008, we completed our acquisition of Saifun Semiconductors Limited, or Saifun. In connection with the Saifun acquisition, the
Board of Directors appointed Dr. Boaz Eitan, former Executive Vice President and Chief Executive Officer, Saifun, as a member of the Board
effective as of the closing of the acquisition. Dr. Eitan served as a Class II director until our emergence from the Chapter 11 Cases in accordance
with our Plan of Reorganization. Also in connection with the Saifun acquisition, we entered into a Noncompetition and Retention Agreement
with Dr. Eitan whereby he received an annual gross salary equal to the Israeli shekel equivalent of $260,000 (as determined according to the
representative rate of exchange published by the Bank of Israel). In addition, Dr. Eitan was eligible for an annual performance bonus and one
time retention bonus for remaining employed by Spansion at the one year anniversary of the closing of the Saifun acquisition. Dr. Eitan resigned
from his employment with Spansion in March 2009 and resigned from Spansion�s Board of Directors upon our emergence from the Chapter 11
Cases on May 10, 2010. The Noncompetition and Retention Agreement also contains a two-year non-competition provision and a two-year
non-solicitation provision.

We also have had an ongoing relationship and transactions with Fujitsu Limited, which owned more than ten percent of our Old Common Stock
until such securities were cancelled in accordance with the Plan of Reorganization. We are currently party to several agreements with Fujitsu and
its affiliates. These agreements include:

� the Amended and Restated Fujitsu Distribution Agreement;

� the Amended and Restated Intellectual Property Contribution and Ancillary Matters Agreement;

� the Amended and Restated Patent Cross-License Agreement with Fujitsu;

� the Amended and Restated Non-Competition Agreement;

� various software license, maintenance, consulting and development agreements;

� various service agreements and leases; and

� agreements with Fujitsu related to the sale of our JV1 and JV2 wafer fabrication facilities (the �JV1/JV2 Facilities�) and
certain equipment, assets and inventory located at these facilities (the �JV1/JV2 Transaction�).

Agreements and Arrangements

Amounts paid by us under the following agreements and arrangements do not reflect any claims the contracting party may have asserted against
us in the Chapter 11 Cases. In addition, the reported amounts paid to or from Fujitsu and its affiliates in fiscal 2009 under the agreements and
arrangements do not reflect amounts that may have been paid or received by Spansion Japan, our subsidiary, subsequent to March 3, 2009,
which is when we were no longer deemed to have control over Spansion Japan for financial reporting purposes and we excluded Spansion
Japan�s financial results from our condensed consolidated financial statements.

Amended and Restated Fujitsu Distribution Agreement
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We and Fujitsu Semiconductor Limited (FSL), through its subsidiary Fujitsu Electronics Inc. (FEI, together with FSL and Fujitsu Limited,
�Fujitsu�) are party to the Amended and Restated Fujitsu Distribution Agreement, which provides that Fujitsu acts as a distributor for sales of our
products in Japan and throughout the rest of the world, except for Europe and the Americas, with limited exceptions. We license use of the
Spansion trademark to Fujitsu so that our products are sold under our own brand name. We also indemnify Fujitsu from and against any
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third-party action claiming our products infringe upon a third-party�s intellectual property rights up to the amounts paid to Fujitsu by their
customers for the affected products.

Under the Fujitsu Distribution Agreement, our prices are based on our recommended sales prices, subject to adjustment in certain cases based on
Fujitsu�s sales prices to their customers, less an agreed-upon distribution margin. Fujitsu has agreed to use its best efforts to promote the sale of
our products in Japan and to specified customers served by Fujitsu. In the event that we reasonably determine that Fujitsu�s sales performance is
not satisfactory based on specified criteria, then we have the right to require Fujitsu to propose and implement an agreed-upon corrective action
plan. If we reasonably believe that the corrective action plan is inadequate, we can take steps to remedy deficiencies ourselves through means
that include selling products ourselves or appointing another distributor as a supplementary distributor. The Fujitsu Distribution Agreement
continues in effect indefinitely or until a successor agreement is executed. We and Fujitsu can mutually agree to terminate the Fujitsu
Distribution Agreement for convenience at any time upon 60 days notice. Either party can also terminate the Fujitsu Distribution Agreement for
a material breach of performance thereunder after a failure to cure the breach within 120 days. Currently, the distribution margin earned by
Fujitsu on the sale of certain of our products is 5.0 percent.

We and Fujitsu entered into an agreement in September 2008, in which we agreed to pay Fujitsu royalties on certain of our products sold or
transferred under the Fujitsu Distribution Agreement in exchange for Fujitsu�s release of claims on account of an alleged breach of our alleged
obligation to defend and/or indemnify Fujitsu against assertions by a third party against our products. In fiscal 2009 and the first half of fiscal
2010, we paid $0.4 million and $0.3 million to Fujitsu under this agreement.

Amended and Restated Intellectual Property Contribution and Ancillary Matters Agreement

AMD and Fujitsu have each contributed to us various intellectual property rights and technologies pursuant to an Amended and Restated
Intellectual Property Contribution and Ancillary Matters Agreement. Under this agreement, we became owners, or joint owners with each of
Fujitsu and AMD, of certain patents, patent applications, trademarks, and other intellectual property rights and technology. AMD and Fujitsu
reserved rights, on a royalty-free basis, to practice the contributed patents and to license these patents to their affiliates and successors-in-interest
to their semiconductor groups. AMD and Fujitsu each have the right to use the jointly owned intellectual property for their own internal
purposes and to license such intellectual property to others to the extent consistent with their non-competition obligations to us. We also have
granted to each of AMD and Fujitsu a non-exclusive, perpetual, irrevocable fully paid and royalty-free license of our rights, other than patent
and trademark rights, in technology developed by us prior to AMD�s and Fujitsu�s ownership interests in us falling below 12.5%. AMD may grant
licenses under our patents, provided that these licenses are of no broader scope than, and are subject to the same terms and conditions that apply
to, any license of AMD�s patents granted in connection with such license, and the recipient of such license grants to us a license of similar scope
under its patents.

Amended and Restated Patent Cross-License Agreements

In connection with our reorganization as Spansion LLC in June 2003, we granted to each of AMD and Fujitsu, and AMD and Fujitsu each
granted to us, non-exclusive licenses under certain patents and patent applications of their semiconductor groups to make, have made, use, sell,
offer to sell, lease, import and otherwise dispose of certain semiconductor-related products anywhere in the world. The patents and patent
applications that are licensed are those with an effective filing date prior to the termination of our patent cross-license agreements. The
agreements will automatically terminate on the later of June 30, 2013 and the date AMD or Fujitsu, as applicable, sells its entire equity interest
in us. The agreements may be terminated by a party on a change in control of the other party or its semiconductor group. The licenses to patents
under license at the time of the termination will survive until the last such patent expires.
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In cases where there is a change of control of us, AMD, Fujitsu, or the semiconductor group of AMD or Fujitsu, as the case may be, each other
party to the cross-license agreement shall have the right to terminate the agreement (or to invoke the provisions described in this paragraph if the
agreement had been previously terminated) by giving 30 days written notice within 90 days after receiving notice of the change of control. If so
terminated, the rights, licenses and immunities granted under the agreement will continue solely with respect to those licensed patents that are
entitled to an effective filing date that is on or before, and are licensed as of, the date of such change of control, and will continue until the
expiration of the last to expire of such licensed patents. Moreover, with respect to circuit patents, which are patents (other than process patents)
covering elements using electrical signals to achieve a particular function, the rights, licenses and immunities granted to the party undergoing the
change of control are limited solely to:

� each existing and pending product of such party as of the date of change of control;

� each existing and pending product of the acquiring third party of such party as of the date of change of control that would have been
in direct competition with products described in (i) above; and

� successor products of products described in (i) and (ii) above.
We were required to make royalty payments to each of AMD and Fujitsu associated with licenses. The royalty rates were reduced to zero
percent in November 2008. In fiscal 2009, we did not incur any expenses related to royalties under the patent cross-license agreements we have
with AMD and Fujitsu.

Amended and Restated Non-Competition Agreement

We are party to a non-competition agreement with AMD and Fujitsu, whereby AMD and Fujitsu each agree not to directly or indirectly engage
in a business that manufactures or supplies standalone semiconductor devices (including single chip, multiple chip or system devices) containing
certain Flash memory, which is the business in which we primarily compete. This non-competition agreement does not prevent AMD or Fujitsu
from manufacturing or selling products that incorporate Flash memory (whether it be Spansion Flash memory or a competitive product).
Although AMD currently has no other operations that compete in the Flash memory market, Fujitsu currently produces and sells products that
incorporate Spansion Flash memory or competitive Flash memory. Furthermore, AMD and Fujitsu each agree that if either of them acquires a
business that has a division or other operations that manufactures or supplies standalone semiconductor devices (including single chip, multiple
chip or system devices) containing certain Flash memory, AMD and Fujitsu will provide us with a right of first offer to acquire the competing
division or operations. AMD and Fujitsu are required to use their commercially reasonable efforts to divest the competing division or operations
if we do not purchase them. These non-competition obligations of AMD will last until the earlier of (i) the dissolution of our company, and
(ii) two years after the date on which AMD�s ownership interest in us is less than or equal to five percent. These non-competition obligations of
Fujitsu will last until the earlier of (i) the dissolution of our company, and (ii) May 10, 2010.

We, AMD and Fujitsu also agreed not to solicit each other�s employees. Without our prior written consent, each of AMD and Fujitsu will not
directly or indirectly either for itself or another person, (i) hire any individual employed by our company or (ii) solicit or encourage any
individual to terminate his or her employment with our company. These obligations not to solicit or hire do not apply if (A) our company has
terminated the employment of such individual or (B) at least two years has elapsed since such individual has voluntarily terminated his or her
employment with our company. Similarly, without the prior written consent of AMD or Fujitsu, we agreed not to directly or indirectly either for
ourselves or another person, (i) hire any individual employed by AMD or Fujitsu or (ii) solicit or encourage any individual to terminate his or
her employment with AMD or Fujitsu. These obligations not to solicit or hire do not apply if (A) AMD or Fujitsu, as applicable, has terminated
the employment of such individual or (B) at least two years has elapsed since such individual has voluntarily terminated his or her employment
with AMD or Fujitsu, as applicable. These non-solicitation obligations of AMD will last until the earlier of (i) the dissolution of our company,
and (ii) two years after the date on which AMD�s ownership interest in us is less than or equal to five percent. These non-solicitation obligations
of Fujitsu
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will last until the earlier of (i) the dissolution of our company, and (ii) two years after the date on which Fujitsu�s ownership interest in us is less
than or equal to five percent. These non-solicitation obligations of our company with respect to AMD employees or Fujitsu employees will
terminate at the same time as the non-solicitation obligations of AMD or Fujitsu, as applicable, terminate.

Fujitsu IT Services Agreement

We were party to an IT Services Agreement and General Services Agreement with Fujitsu (including certain of Fujitsu�s subsidiaries). Under the
agreement, Fujitsu provided, among other things, information technology, research and development, quality assurance, insurance, facilities,
environmental, and human resources services primarily to our manufacturing facilities in Japan. For services rendered, Fujitsu was paid fees in
an amount equal to cost plus five percent except for services procured by Fujitsu from third parties, which were provided to us at cost. Fujitsu
had the right to approve certain amendments to the other�s service agreements with us. We assigned the agreement to Spansion Japan on
March 31, 2009. The term of the agreement expired on October 31, 2009, but is automatically renewed on a monthly basis thereafter until
terminated by either party to the agreement. For fiscal 2009 and the first half of 2010, the total charges to us for services from Fujitsu were
approximately $0.6 million and $0.1 million.

Fujitsu Manufacturing Services Agreement

Prior to September 30, 2006, we were party to an agreement pursuant to which Fujitsu provided manufacturing services to us at volumes ordered
by us and prices established on a quarterly basis. Prices were on the basis of product-type and were equal to Fujitsu�s good faith estimate of its
projected material, labor and overhead costs for the applicable product-type plus three percent. If Fujitsu�s aggregate expended labor and
overhead costs for the manufacturing services actually purchased by us during a fiscal quarter were less than 97 percent of the projected labor
and overhead costs for such fiscal quarter, then we were required to pay Fujitsu the amount of such deficiency in order to protect Fujitsu�s labor
and overhead commitments from situations where the actual amounts of services purchased by us were materially different from projected
orders. These services consisted of assembly and testing services for our products. The Manufacturing Services Agreement expired on
September 30, 2006. Currently, such manufacturing services are provided by Fujitsu to us on a purchase order basis. As a result of
manufacturing services provided by Fujitsu, we incurred approximately $40,000 and $4,000 of expenses in fiscal 2009 and fiscal 2010.

Lease

Spansion Japan leases from Fujitsu the land upon which JV3 and SP1, Spansion Japan�s wafer fabrication facilities in Aizu-Wakamatsu, Japan,
are located. As a result of this lease with Fujitsu, we incurred approximately $2.04 million and $0.7 million in expenses in fiscal 2009 and fiscal
2010.

Stockholders Agreement

We were party to a Stockholders Agreement with AMD and Fujitsu that imposed certain restrictions and obligations on AMD and Fujitsu and on
their respective shares of our Old Common Stock and that provided for certain matters pertaining to our management and governance. Pursuant
to the Stockholders Agreement, AMD and Fujitsu agree to vote all shares of Old Common Stock held by them or their affiliates so as to cause
the election of each Class A Director proposed for election by the nominating committee of our board of directors. The Stockholders Agreement
also provided for certain rights relating to the appointment of directors to serve on our Board. The rights under the Stockholder Agreement
terminated upon the cancellation of our Old Common Stock in accordance with the Plan of Reorganization at the time we emerged from the
Chapter 11 Cases.
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JV1/JV2 Transaction

Master Lease Agreement

In connection with the sale of the JV1/JV2 Facilities, on September 28, 2006, Spansion Japan and Fujitsu entered into a Master Lease
Agreement for certain equipment, located at the JV1/JV2 Facilities and identified on equipment schedules agreed to by the parties. Effective
upon the JV1/JV2 Closing, Spansion Japan began to lease to Fujitsu the equipment under the Master Lease Agreement. The initial term of each
lease schedule will continue for the number of months specified in the applicable schedule unless otherwise terminated in accordance with the
terms of the applicable schedule or the Master Lease Agreement. Fujitsu has the option to renew or extend the lease term for any or all of the
equipment at the end of the initial term or any extension thereof for up to six months. If specified demand targets for wafers are not met, and
subject to conditions described in the Master Lease Agreement, each of Spansion Japan and Fujitsu will have a right to terminate the lease of
some or all of the leased equipment on or after June 30, 2008, by giving notice to the other party prior to December 31, 2007.

Subject to the terms of the Master Lease Agreement, Fujitsu will have a right of first refusal in the event of the sale by Spansion Japan of any
equipment for a purchase price equal to the highest offer received from a third party. In addition, subject to the terms of the Master Lease
Agreement, Fujitsu will have the option to purchase any or all of the equipment at the expiration of the applicable term, upon any early lease
termination or if any equipment is not returned in its proper condition for a purchase price equal to the fair market value of the equipment at the
time of purchase or any other purchase price as may be set forth in the applicable schedule.

The obligations of Spansion Japan under the Master Lease Agreement are being guaranteed by Spansion Inc., Spansion LLC and Spansion
Technology Inc. Fujitsu paid approximately $0.3 million in fees to Spansion Japan in fiscal 2009 under the Master Lease Agreement.

Foundry Agreement

In connection with the sale of the JV1/JV2 Facilities, Spansion Japan and Fujitsu entered into a Foundry Agreement, pursuant to which Fujitsu
provides certain foundry services for the manufacture of our products at the JV1/JV2 Facilities.

Pursuant to the Foundry Agreement, Fujitsu began to provide foundry services to us commencing upon the JV1/JV2 Closing. The Foundry
Agreement also includes minimum capacity and purchase commitments between both the parties resulting in financial penalties if such capacity
and purchase commitments are not achieved. The term of the Foundry Agreement ends on July 26, 2011. Fujitsu has agreed to give Spansion
Japan at least 12 months prior notice of its intent to cease providing foundry services to Spansion Japan under the Foundry Agreement. Either
Spansion Japan or Fujitsu may terminate the Foundry Agreement in the event that the other party fails to correct or cure its material breach under
the Foundry Agreement within 60 days of receipt of written notice from the non-defaulting party specifying such breach. We incurred
approximately $52.1 million and $14.9 million in expenses in fiscal 2009 and fiscal 2010 under the Foundry Agreement.

Secondment and Transfer Agreement

In connection with the sale of the JV1/JV2 Facilities, Spansion Japan and Fujitsu entered into a Secondment and Transfer Agreement, or
Secondment Agreement, pursuant to which Spansion Japan seconds certain employees to Fujitsu commencing upon the JV1/JV2 Closing. In
addition, certain employees will ultimately be transferred to Fujitsu. Unless the parties otherwise agree, the period of secondment for seconded
employees not designated for transfer ended June 30, 2008, and will end no later than December 31, 2009 for seconded employees designated
for transfer.
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The seconded employees remain employees of Spansion Japan and remain eligible to participate in Spansion Japan�s various benefit plans, and
Fujitsu is required to reimburse Spansion Japan for all compensation and expenses associated with such seconded employees and incurred by
Spansion Japan during the secondment period.

The Secondment Agreement can be terminated (i) by the mutual written agreement of Spansion Japan and Fujitsu, (ii) by either Spansion Japan
or Fujitsu in the event that the other party materially defaults in the performance of a material obligation under the Secondment Agreement and
the breaching party has not cured such breach within 120 days after receipt of notice of default by the non-breaching party and (iii) by either
Spansion Japan or Fujitsu in the event that the other party is subject to bankruptcy or insolvency proceedings. The Secondment Agreement
automatically terminates (i) on the transfer date of the last of the transferred employees or (ii) upon the termination of the Foundry Agreement
unless otherwise agreed by Spansion Japan and Fujitsu. Fujitsu paid approximately $6.1 million in fees to Spansion Japan in fiscal 2009 under
the Secondment Agreement.

Wafer Processing Services Agreement

In connection with the JV1/JV2 Closing, on April 2, 2007, Spansion Japan and Fujitsu entered into a Wafer Processing Services Agreement (the
�Wafer Processing Agreement�), pursuant to which Fujitsu provides certain wafer processing services to Spansion Japan at the JV1/JV2 Facilities.
The term of the Wafer Processing Agreement commenced on April 2, 2007 and is effective until December 31, 2009. The Wafer Processing
Agreement will automatically terminate upon termination or expiration of that certain Foundry Agreement dated as of September 28, 2006,
among Spansion Japan, Spansion Inc., Spansion LLC and Spansion Technology Inc. and Fujitsu. Either Spansion Japan or Fujitsu may terminate
the Wafer Processing Agreement in the event that the other party fails to correct or cure any material breach by such other party of any covenant
or obligation under the Wafer Processing Agreement within 60 days of receipt of written notice from the non-defaulting party specifying such
breach. We incurred approximately $0.3 million in expenses in fiscal 2009 under the Wafer Processing Services Agreement.

Sort Services Agreement

In connection with the JV1/JV2 Closing, on April 2, 2007, Spansion Japan and Fujitsu entered into a Sort Services Agreement (the �Sort Services
Agreement�), pursuant to which Fujitsu provides probe testing services of Spansion Japan�s wafers at the JV1/JV2 Facilities. The term of the Sort
Services Agreement commenced on April 2, 2007 and was effective until the Sort Services Agreement was terminated March 31, 2009. We
incurred approximately $4.2 million in expenses in fiscal 2009 under the Sort Services Agreement.

Rental Agreement

In connection with the JV1/JV2 Closing, on April 2, 2007, Spansion Japan and Fujitsu Semiconductor Technology, Inc., a Japanese corporation
(�FSET�), entered into a Rental Agreement (the �Rental Agreement�), pursuant to which Spansion Japan rented certain equipment (the �Rental
Equipment�) to FSET for the sole purpose of fulfilling the obligations of Fujitsu in the Sort Services Agreement. Spansion Japan retained title to
the Rental Equipment, and FSET was prohibited from selling, pledging or otherwise encumbering or disposing of the Rental Equipment. The
term of the Rental Agreement commenced on April 2, 2007 and was effective until March 31, 2009, which is when the Sort Services Agreement
was terminated. FSET paid approximately $0.2 million in fees to Spansion Japan in fiscal 2009 under the Rental Agreement.

Services Agreement

In connection with the JV1/JV2 Closing, on April 2, 2007, Spansion Japan and FSET entered into a Services Agreement (the �Services
Agreement�), pursuant to which Spansion Japan provides certain human resource services and information technology (�IT�) services to FSET
(collectively, the �Services�). Any services are to
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be provided pursuant to statements of works, which may be updated by Spansion Japan and FSET from time to time upon mutual agreement.
Spansion Japan will provide the Services to FSET at cost plus five percent (5%). Pursuant to the Services Agreement, Spansion Japan shall
perform the Services with the same degree of accuracy, quality and completeness as it would provide similar services to its own divisions or
affiliates (�Service Level�). The term of the Services Agreement commenced on April 2, 2007 and was effective until March 31, 2009. FSET paid
approximately $0.2 million in fees to Spansion Japan in fiscal 2009 under the Services Agreement.

Eitan-Mehulal Law Group

We have an ongoing engagement with Eitan-Mehulal Law Group (the �Eitan Firm�), a law firm where the spouse of Dr. Boaz Eitan, a former
member of our Board of Directors, is a founder and partner. The Eitan Firm provides us with legal services for mergers and acquisitions,
commercial, corporate and intellectual property matters. In fiscal 2009 and the first half of fiscal 2010, we paid approximately $0.7 million and
$0.2 million to the Eitan Firm for legal services.

Sitrick Brincko Group, LLC

We engaged Sitrick And Company Inc. (�Sitrick�) as corporate communications consultants and Brincko Associates (�Brincko�) as management and
restructuring consultants in March 2009. In November 2009, Brincko merged with Sitrick to form Sitrick Brincko Group, LLC. Following the
merger, Resource Connection, Inc., a professional services firm, acquired all the membership interests in Sitrick Brincko Group and it became a
wholly-owned subsidiary of Resources Connection. Brincko employed and Sitrick Brincko Group employs Thora Thoroddsen. In fiscal 2009
and the first half of fiscal 2010, we paid approximately $1.6 million and $0.4 million to Sitrick.

KLA-Tencor Corporation

We have purchased equipment and services from KLA-Tencor Corporation (�KLA�), a semiconductor equipment manufacturer. Mr. John H.
Kispert was employed by KLA until January 1, 2009. Pursuant to Mr. Kispert�s severance agreement with KLA, he receives severance payments
and agreed to perform certain services for KLA through January 1, 2011. In fiscal 2009 and the first half of fiscal 2010, we paid approximately
$2.3 million and $1.0 million to KLA.

Claims Agent Agreement

On May 7, 2010, we entered into a Claims Agent Agreement with PIRINATE Consulting Group, LLC, a privately-held consulting firm,
pursuant to which PIRINATE performs claims agent services in connection with the resolution of certain claims resulting from the Chapter 11
Cases and described in the Plan of Reorganization. Upon execution of the Claims Agent Agreement, we paid to PIRINATE a $750,000 retainer
for the performance of the duties and responsibilities of claims agent set forth in the Plan of Reorganization and Claims Agent
Agreement. Pursuant to the Claims Agent Agreement, PIRINATE is entitled to (i) a monthly fee equal to $15,000, and (ii) an incentive fee equal
to between $25,000 and $400,000 depending on the final aggregate amount of the claims administered by PIRINATE. The Claims Agent
Agreement terminates in accordance with the terms of the Plan of Reorganization. Mr. Eugene I. Davis, a member of our Board of Directors, is
the Chairman and Chief Executive Officer of PIRINATE. For the first six months of fiscal 2010, PIRINATE has earned $30,000.

Director Independence

The Board of Directors affirmatively determines the independence of each director in accordance with the elements of independence set forth in
the NYSE listing standards. On May 10, 2010, the Board conducted a
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review of director independence. During this review, the Board considered transactions and relationships between each director or any member
of his or her immediate family and Spansion and our subsidiaries and affiliates. The Board also considered whether there were any transactions
or relationships between directors or any member of their immediate families (or any entity on which a director or an immediate family member
is an executive officer, general partner or significant equity holder) and members of Spansion�s executive team or their affiliates. The purpose of
this review was to determine whether any transactions or relationships exist that are inconsistent with a determination of director independence.

The Board affirmatively determined that each member of the Board was independent in accordance with Nasdaq and NYSE listing standards
except for Mr. Kispert as a result of him being the President and Chief Executive Officer of Spansion.
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PRINCIPAL STOCKHOLDERS

The following table sets forth, as of June 27, 2010, information regarding beneficial ownership of our capital stock by:

� each person, or group of affiliated persons, known by us to beneficially own more than 5% of our voting securities;

� each of our named executive officers;

� each of our directors; and

� all of our executive officers and directors as a group.
Beneficial ownership is determined according to the rules of the SEC and generally means that a person has beneficial ownership of a security if
he, she or it possesses sole or shared voting or investment power of that security, including options that are currently exercisable or exercisable
within 60 days. Except as indicated by the footnotes below, we believe, based on the information furnished to us, that the persons named in the
table below have sole voting and investment power with respect to all shares of common stock shown that they beneficially own, subject to
community property laws where applicable.

Common stock subject to stock options currently exercisable or exercisable within 60 days of June 27, 2010 are deemed to be outstanding for
computing the percentage ownership of the person holding these options and the percentage ownership of any group of which the holder is a
member but are not deemed outstanding for computing the percentage of any other person.

We have based our calculation of the percentage of beneficial ownership prior to the offering on 59,270,916 shares of Class A common stock
outstanding on June 27, 2010. We have based our calculation of the percentage of beneficial ownership after the offering on 66,020,916 shares
of our common stock outstanding immediately after the completion of this offering (assuming no exercise of the underwriters� overallotment
option).
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Unless otherwise noted below, the address for each of the stockholders in the table below is c/o Spansion Inc., 915 DeGuigne Drive, Sunnyvale,
California 94088.

Beneficial Ownership Prior to the
Offering(1)

Percent of Class
Beneficially Owned

Name and Address of Beneficial Owner

Shares
Currently

Owned

Shares
Acquirable

Currently or
Within

60
Days

Aggregate
Shares

Beneficially
Owned(1)

Before 
the

Offering(1)(2)
After  the

Offering(1)(2)

5% Stockholders:
Funds affiliated with Silver Lake(3)

One Market Plaza

Steuart Tower, 10th Floor

Suite 1000

San Francisco, CA 94105

7,833,900 �  7,833,900 13.22% 11.87% 

Executive Officers and Directors:
John H. Kispert �  �  �  * *
Raymond Bingham �  �  �  * *
Eugene I. Davis �  �  �  * *
Hans Geyer �  �  �  * *
Ajay Shah(4) �  �  �  * *
Paul Mercadante(5) �  �  �  * *
Clifton Thomas Weatherford �  �  �  * *
Randy W. Furr �  �  �  * *
Jim Reid �  �  �  * *
Ahmed Nawaz �  �  �  * *
All Directors and Executive Officers as a group(10) �  �  �  * *

* Indicates ownership less than one percent.
(1) The number and percentage of shares beneficially owned is determined under the rules of the SEC, and the information is not necessarily

indicative of beneficial ownership for any other purpose. Under such rules, beneficial ownership includes any shares as to which the
individual has sole or shared voting power or investment power and also any share which the individual has the right to acquire within 60
days of June 27, 2010, through the exercise of any stock option or the vesting of any restricted stock unit. Unless otherwise indicated in the
footnotes, each person has sole voting and investment power (or shares such powers with his or her spouse) with respect to the shares
shown as beneficially owned.

(2) Percent of class beneficially owned is based on 59,270,916 shares of Class A common stock outstanding as of June 27, 2010.
(3) The 7,833,900 shares shown in the table above are directly held and beneficially owned by SLS Spansion Holdings, LLC (SLS Spansion),

Silver Lake Credit Fund, L.P. (the Credit Fund) and SL Capital Appreciation Fund, L.L.C. (the Cap Appreciation Fund). SLS Spansion
holds 5,347,966 shares shown in the table above. Silver Lake Sumeru Fund, L.P. (the Sumeru Fund) is the managing member of SLS
Spansion, and Silver Lake Technology Investors Sumeru, L.P. (the Side Fund) is a member of SLS Spansion. Silver Lake Technology
Associates Sumeru, L.P. (SLS Lower GP) is the general partner of each of the Sumeru Fund and the Side Fund. SLTA Sumeru (GP),
L.L.C. (SLS Upper GP) is the general partner of SLS Lower GP. Although the Sumeru Fund, the Side Fund, SLS Lower GP and SLS
Upper GP may be deemed to beneficially own the shares held by SLS Spansion by virtue of their relationship with SLS Spansion, each of
them disclaims beneficial ownership of such shares, except to the extent of its pecuniary interest therein. The Credit Fund holds 2,293,534
shares shown in the table above. Silver Lake Financial Associates, L.P. (SLF Lower GP) is the general partner of the Credit
Fund. SLFA(GP), L.L.C. (SLF Upper GP) is the general partner of SLF Lower GP. Although SLF Lower GP and SLF Upper GP may be
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of them disclaims beneficial ownership of such shares, except to the extent of its pecuniary interest therein. The Cap Appreciation
Fund holds 192,400 shares shown in the table above. Silver Lake Group, L.L.C. (SLG) is the managing member of the Cap
Appreciation Fund, SLS Upper GP and SLF Upper GP and, in such capacity, may be deemed to beneficially own the shares directly
held by the Cap Appreciation Fund and indirectly owned by SLS Upper GP and SLF Upper GP. SLG, however, disclaims
beneficial ownership of such shares, except to the extent of its pecuniary interest therein.

(4) Ajay Shah serves as a member of our board of directors. He is also a managing member of SLS Upper GP and, as such, may be deemed to
beneficially own the shares held by SLS Spansion (see Footnote (3) above). Mr. Shah, however, disclaims beneficial ownership of such
shares, except to the extent of his pecuniary interest therein.

(5) Paul Mercadante serves as a member of our board of directors. He is also a managing director of SLS Upper GP and, as such, may be
deemed to beneficially own the shares held by SLS Spansion (see Footnote (3) above). Mr. Mercadante, however, disclaims beneficial
ownership of such shares, except to the extent of his pecuniary interest therein.
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DESCRIPTION OF CAPITAL STOCK

Authorized Capital Stock

As of June 27, 2010, there were outstanding:

� 59,270,916 shares of Class A common stock held by approximately 516 stockholders;

� 3,031,436 shares of Class A common stock issuable upon exercise of outstanding stock options;

� 2,969,821 shares of Class A common stock issuable upon vesting of outstanding restricted stock units; and

� One share of Class B common stock held by one stockholder.
All of our issued and outstanding shares of common stock and preferred stock are duly authorized, validly issued, fully paid and non-assessable.
Our shares of common stock are not redeemable and, following the closing of this offering, will not have preemptive rights.

The following description of our capital stock and provisions of our amended and restated certificate of incorporation and amended and restated
bylaws are summaries and are qualified by reference to the amended and restated certificate of incorporation and the amended and restated
bylaws that will be in effect upon completion of this offering. Copies of these documents have been filed with the SEC as exhibits to our
registration statement, of which this prospectus forms a part. The descriptions of the common stock and preferred stock reflect changes to our
capital structure that will occur upon the closing of this offering.

Common Stock

Dividend Rights

Subject to preferences that may be applicable to any then outstanding preferred stock, holders of our common stock are entitled to receive
dividends, if any, as may be declared from time to time by our board of directors out of legally available funds.

Voting Rights

Except as described below or as required by law, the holders of the Class A common stock will be entitled to one vote per share on all matters to
be voted on by stockholders and shall vote together as a single class. Holders of Class A common stock will not be entitled to cumulative voting
rights, and, accordingly, the holders of a majority of the shares voting for the election of directors may be able to elect the entire board of
directors of the Company (the �Board�) (except for the limitation described in the section below entitled �Class B Common Stock�) and, in that
event, the holders of the remaining shares will not be able to elect any person to the Board. Amendments to the Registrant�s certificate of
incorporation that would alter or change the powers, preferences or special rights of any class of its common stock (as defined below), so as to
affect the holders of such class adversely, must be proposed in a resolution adopted by the Board declaring its advisability, and must be
approved by a majority of the votes entitled to be cast by the holders of the shares affected by the amendment, voting as a separate class.

Classification of the Board

The Board (other than directors elected by holders of any series of Preferred Stock, as defined below) will be divided into three classes,
designated Class I, Class II and Class III, which will be as nearly equal in number as possible. Directors of Class I will hold office for an initial
term expiring at the annual meeting of stockholder to be held in 2011. Directors of Class II will hold office for an initial term expiring at the
annual meeting of stockholders to be held in 2012. Directors of Class III will hold office for an initial term expiring at the annual meeting of
stockholders to be held in 2013. Subject to the provisions in the certificate of incorporation with respect to the filling of vacancies on the Board
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stockholders, the respective successors of the directors whose terms are then expiring will be elected for terms expiring at the annual meeting of
stockholders held on the third anniversary thereof.

Merger or Consolidation

In the event of a merger or consolidation of the Registrant with or into another company in connection with which shares of common stock are
converted into or exchangeable for shares of stock, other securities or property (including cash), all holders of the Registrant�s common stock will
be entitled to receive the same kind and amount of shares of stock, other securities or property (including cash).

Preferred Stock

The Board has the authority, without action by the stockholders, to designate and issue preferred stock, par value $0.001 per share (�Preferred
Stock�), in one or more series and to designate the rights, preferences and privileges of each series, such as dividend rates, dividend rights,
liquidation preferences, voting rights and the number of shares constituting any series and designation of such series, which may be greater than
the rights of the common stock. It is not possible to state the actual effect of the issuance of any shares of Preferred Stock upon the rights of
holders of the common stock until the Board determines the specific rights of the holders of such Preferred Stock. However, the effects may
include, among other things:

� restricting dividends of the common stock;

� impairing the liquidation rights of the common stock; or

� delaying or preventing a change of control of the Registrant without further action by the stockholders.
Class B Common Stock

The rights evidenced by, or amounts payable with respect to, the Class A common stock may be materially limited or qualified by the rights of
the holders of the Registrant�s Class B common stock, par value $0.001 per share (�Class B Common Stock� and, together with the Class A
common stock, the �common stock�). With respect to voting, the holders of Class B common stock, acting as a separate class, shall be entitled to
vote (or provide written consent) for up to two directors to the Board, in which case the holders of the Class A common stock would vote for all
other directors.

Registration Rights

The issuance of our common stock and the initial distribution thereof to the respective holders pursuant to our plan of reorganization were
exempt from registration under applicable securities laws pursuant to Section 1145 of the Bankruptcy Code, or in the case of SLS Spansion
Holdings, LLC, or SLS, the issuance was exempt from registration in reliance on Section 4(2) of the Securities Act. Without limiting the effect
of Section 1145 of the Bankruptcy Code, on May 10, 2010, we entered into a registration rights agreement with SLS.

Pursuant to the terms of the registration rights agreement, which is described in more detail below, we are obligated to register their shares under
the Securities Act on the terms described below, and by this offering we are not registering shares of our common stock for SLS.

Demand Registration Rights

At any time following the 90th day after May 10, 2010, SLS can, on not more than three occasions, request that we register all or a portion of
their shares of Class A common stock or Class B common stock acquired pursuant to the Backstop Rights Purchase Agreement, the Rights
Offering or otherwise in accordance with the Second Amended Plan of Reorganization. In response to such a request we must file a registration
statement by
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the earlier of (i) 90 days after the date of such request or (ii) if as of such ninetieth day, we do not have audited financial statements required to
be included in the registration statement, 30 days after the receipt of audited financial statements from our independent public accountant.

Piggyback Registration Rights

At any time when a shelf registration statement covering all outstanding shares of our registrable common stock is not effective, in the event that
we propose to register our common stock under the Securities Act, either for our own account or for the account of other security holders, SLS
will be entitled to certain �piggyback� registration rights allowing SLS to include their shares in such registration, subject to certain marketing and
other limitations. As a result, whenever we propose to file a registration statement under the Securities Act, other than with respect to a
registration related to employee benefit plans, debt securities or corporate reorganizations, the holders of these shares are entitled to notice of the
registration and have the right to include their shares in the registration.

Form S-3 Registration Rights

SLS is entitled to certain Form S-3 registration rights whereby they may, at any time after a public offering by us, make a written request that we
register their shares on Form S-3 provided that we are eligible to file a registration statement on Form S-3 and that the plan of distribution of the
registrable common stock is other than pursuant to an underwritten public offering. We will not be required to effect a registration on Form S-3
if we have effected one such registration in a given six month period.

We will pay the registration expenses, subject to certain exceptions, of the holders of the shares registered pursuant to the demand, piggyback
and Form S-3 registrations described above.

If, in connection with a piggyback underwritten offering, the managing underwriter determines that if SLS includes all of its eligible shares in
the offering, we will not be able to sell the securities we proposed to sell at a price range acceptable to us, then we shall include in such
registration: first, our securities proposed to be registered; second, to the extent permitted by the underwriter�s determination, SLS�s securities
proposed to be registered; and third, other securities, if any.

If a registration is requested pursuant to a demand or Form S-3 request, as described above, and seeks a shelf registration statement, we must
keep such registration statement effective for not more than one year, for the first shelf registration request and for all subsequent shelf
registration requests we must keep the statement effective for not more than nine months.

SLS�s registration rights will terminate on the earlier of (i) the first date on which SLS is no longer a party to the registration rights agreement,
and (ii) the first date on which SLS�s eligible shares no longer constitute one percent of our outstanding common stock.

Anti-Takeover Provisions

Certificate of Incorporation and Bylaws

Our amended and restated certificate of incorporation provides for our board of directors to be divided into three classes with staggered
three-year terms. Only one class of directors will be elected at each annual meeting of our stockholders, with the other classes continuing for the
remainder of their respective three-year terms. Because our stockholders do not have cumulative voting rights, our stockholders holding a
majority of the shares of Class A common stock outstanding will be able to elect the Class A Directors and our stockholders holding a majority
of the shares of Class B common stock outstanding will be able to elect the Class B Directors. Our amended and restated certificate of
incorporation and amended and restated bylaws to be effective upon the completion of this offering provide that all stockholder actions (except
those taken by the holders of Class B
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common stock) must be effected at a duly called meeting of stockholders and not by a consent in writing, and that only our board of directors,
chairman of the board, or any Class B Director may call a special meeting of stockholders.

Our amended and restated certificate of incorporation requires a 50% stockholder vote for the amendment, repeal or modification of certain
provisions of our amended and restated certificate of incorporation and amended and restated bylaws relating to the rights of holders of Class B
common stock. The combination of the classification of our board of directors, the lack of cumulative voting and the heightened stockholder
voting requirements will make it more difficult for our existing stockholders to replace our board of directors as well as for another party to
obtain control of us by replacing our board of directors. In addition, the authorization of undesignated preferred stock makes it possible for our
board of directors to issue preferred stock with voting or other rights or preferences that could impede the success of any attempt to change our
control.

These provisions may have the effect of deterring hostile takeovers or delaying changes in our control or management. These provisions are
intended to enhance the likelihood of continued stability in the composition of our board of directors and its policies and to discourage certain
types of transactions that may involve an actual or threatened acquisition of us. These provisions are designed to reduce our vulnerability to an
unsolicited acquisition proposal. The provisions also are intended to discourage certain tactics that may be used in proxy fights. However, such
provisions could have the effect of discouraging others from making tender offers for our shares and, as a consequence, they also may inhibit
increases in the market price of our stock that could result from actual or rumored takeover attempts. Such provisions may also have the effect of
preventing changes in our management.

Section 203 of the Delaware General Corporation Law

We are subject to Section 203 of the Delaware General Corporation Law, which prohibits a Delaware corporation from engaging in any business
combination with any interested stockholder for a period of three years after the date that such stockholder became an interested stockholder,
with the following exceptions:

� before such date, the board of directors of the corporation approved either the business combination or the transaction that resulted in
the stockholder becoming an interested stockholder;

� upon completion of the transaction that resulted in the stockholder becoming an interested stockholder, the interested stockholder
owned at least 85% of the voting stock of the corporation outstanding at the time the transaction began, excluding for purposes of
determining the voting stock outstanding (but not the outstanding voting stock owned by the interested stockholder) those shares
owned (i) by persons who are directors and also officers and (ii) employee stock plans in which employee participants do not have
the right to determine confidentially whether shares held subject to the plan will be tendered in a tender or exchange offer; or

� on or after such date, the business combination is approved by the board of directors and authorized at an annual or special meeting
of the stockholders, and not by written consent, by the affirmative vote of at least 66-2/3% of the outstanding voting stock that is not
owned by the interested stockholder.

In general, Section 203 defines �business combination� to include the following:

� any merger or consolidation involving the corporation and the interested stockholder;

� any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the interested stockholder;

� subject to certain exceptions, any transaction that results in the issuance or transfer by the corporation of any stock of the corporation
to the interested stockholder;
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� the receipt by the interested stockholder of the benefit of any loss, advances, guarantees, pledges or other financial benefits by or
through the corporation.

In general, Section 203 defines an �interested stockholder� as an entity or person who, together with the person�s affiliates and associates,
beneficially owns, or within three years prior to the time of determination of interested stockholder status did own, 15% or more of the
outstanding voting stock of the corporation.

Acceleration of Options Upon Change of Control

Generally, under our amended 2010 Equity Incentive Award Plan, in the event of certain mergers, a reorganization or consolidation of our
company with or into another corporation or the sale of all or substantially all of our assets or all of our capital stock wherein the successor
corporation does not assume outstanding options or issue equivalent options, our board of directors is required to accelerate vesting of options
outstanding under such plans.

In the event of a change in control where the acquirer does not assume or replace awards granted under the amended 2010 Equity Incentive
Award Plan, awards issued under the Equity Incentive Award Plan may, at the discretion of the board or a committee or director that has been
granted authority from the board (�Administrator�), be subject to accelerated vesting such that 100% of such awards will become vested and
exercisable or payable, as applicable, prior to the consummation of such transaction and if not exercised or paid the awards will terminate upon
consummation of the transaction. In addition, the Administrator will also have complete discretion to structure one or more awards under the
Equity Incentive Award Plan to provide that such awards will become vested and exercisable or payable on an accelerated basis in the event
such awards are assumed or replaced with equivalent awards but the individual�s service with us or the acquiring entity is subsequently
terminated within a designated period following the change in control event. The Administrator may also make appropriate adjustments to
awards under the Equity Incentive Award Plan and is authorized to provide for the acceleration, cash-out, termination, assumption, substitution
or conversion of such awards in the event of a change in control or certain other unusual or nonrecurring events or transactions.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is Computershare.
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SHARES ELIGIBLE FOR FUTURE SALE

Future sales of substantial amounts of our common stock in the public market, or the possibility of these sales, could adversely affect the trading
price of our common stock and could impair our future ability to raise capital through the sale of our equity at a time and price we deem
appropriate.

Upon completion of this offering, based on our shares of Class A common stock outstanding as of June 27, 2010, 66,020,916 shares of our
common stock will be outstanding (or 67,033,416 shares of Class A common stock if the underwriters exercise their overallotment option in
full). All of the shares of common stock expected to be sold in this offering will be freely tradable without restriction or further registration
under the Securities Act unless held by our �affiliates,� as that term is defined in Rule 144 under the Securities Act. The remaining outstanding
shares of our common stock are also freely tradeable, except those held by our affiliates.

As of October 26, 2010, we estimate that approximately 27.9 million shares remain to be distributed in accordance with our Plan of
Reorganization, and all such shares will be freely tradable following their distribution unless distributed to us or one of our affiliates. We cannot
assure you as to when any of these shares will be distributed, however, we expect that:

� approximately 3.4 million of such shares to be distributed in connection with a claim by ChipMOS Technologies could be distributed
on or about November 25, 2010; and

� approximately 15.3 million of such shares to be distributed as a result of the settlement of the claim by Spansion Japan, which claim
will be purchased from Spansion Japan by Citigroup Financial Products Inc., could be distributed on or about December 9, 2010, of
which 5.3 million shares will be distributed to us, as a result of our purchase of a portion of that claim from Citigroup, and
subsequently cancelled (see �Summary -� Recent Developments�).

As a result of the lock-up agreements and market stand-off provisions described below and the provisions of Rule 144, and assuming (1) no
extension of the lock-up period and no exercise of the underwriters� overallotment option, and (2) the distribution of all outstanding shares in
accordance with the Plan of Reorganization in satisfaction of claims against the bankruptcy estate, the shares of our Class A common stock that
will be available for sale in the public market following the completion of this offering is as follows:

� 58,187,016 shares will be eligible for sale on the date of this prospectus; and

� 66,020,916 shares will be eligible for sale upon expiration of the lock-up agreements and market stand�off provisions described below
91 days after the date of this prospectus.

We may issue shares of our common stock from time to time for a variety of corporate purposes, including in capital-raising activities through
future public offerings or private placements, in connection with exercise of stock options, vesting of restricted stock units and other issuances
relating to our employee benefit plans and as consideration for future acquisitions, investments or other purposes. The number of shares of our
common stock that we may issue may be significant, depending on the events surrounding such issuances. In some cases, the shares we issue
may be freely tradable without restriction or further registration under the Securities Act; in other cases, we may grant registration rights
covering the shares issued in connection with these issuances, in which case the holders of the common stock will have the right, under certain
circumstances, to cause us to register any such shares for resale to the public.

Lock-up Agreements

We and our officers, directors, and certain holders of our equity securities have agreed with the underwriters, subject to certain exceptions, not to
offer, sell or transfer any common stock or securities convertible into or exchangeable or exercisable for common stock for 90 days after the date
of this prospectus without first obtaining the written consent of Morgan Stanley and Barclays Capital, subject to specified exceptions and a
possible extension of up to 34 additional days beyond the end of such 90-day period, after the date of this prospectus. These agreements are
described below under the section captioned �Underwriting.�
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Morgan Stanley and Barclays Capital have advised us that they have no present intent or arrangement to release any shares subject to a lock-up,
and will consider the release of any lock-up on a case-by-case basis. Upon a request to release any shares subject to a lock-up, Morgan Stanley
and Barclays Capital would consider the particular circumstances surrounding the request, including, but not limited to, the length of time before
the lock-up expires, the number of shares requested to be released, the reasons for the request, the possible impact on the market for our common
stock and whether the holder of our shares requesting the release is an officer, director or other affiliate of ours.

Rule 144

In general, a person who is not our affiliate and has not been our affiliate at any time during the preceding three months will be entitled to sell
any shares of our common stock that such person beneficially owns, without regard to the registration requirements of the Securities Act.

Our affiliates who have beneficially owned shares of our Class A common stock for at least six months, including the holding period of any
prior owner other than one of our affiliates, would be entitled under Rule 144 to sell within any three-month period a number of shares that does
not exceed the greater of:

� one percent of the number of shares of our common stock then outstanding, which will equal approximately shares immediately after
this offering; and

� the average weekly trading volume in our common stock on the NYSE during the four calendar weeks preceding the date of filing of
a notice on Form 144 with respect to the sale.

Sales under Rule 144 by our affiliates are also subject to manner-of-sale provisions and notice requirements and to the availability of current
public information about us. To the extent that shares were acquired from one of our affiliates, a person�s holding period for the purpose of
effecting a sale under Rule 144 would commence on the date of transfer from the affiliate.

Registration Rights

Silver Lake, the holder of approximately 7,833,900 shares of our Class A common stock, or its transferees, are entitled to certain rights with
respect to the registration of those shares under the Securities Act. For a description of these registration rights, please see �Description of Capital
Stock�Registration Rights.� After these shares are registered, they will be freely tradable without restriction under the Securities Act.

Stock Options

On May 10, 2010, we filed a Form S-8 registration statement under the Securities Act to register shares of our common stock issuable upon
exercise of outstanding stock options or upon vesting of outstanding restricted stock units or otherwise reserved for issuance under our 2010
Equity Incentive Plan. On May 10, 2010, the shares covered by this registration statement became eligible for sale in the public markets, subject
to vesting restrictions, the lock-up agreements described above and Rule 144 limitations applicable to affiliates. For a more complete discussion
of our stock plans, see Compensation Discussion and Analysis�Executive Compensation�Equity Incentive Plan.
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MATERIAL U.S. FEDERAL INCOME TAX

CONSEQUENCES TO NON-U.S. HOLDERS OF OUR COMMON STOCK

The following discussion is a summary of the material U.S. federal income tax consequences generally applicable to non-U.S. holders (as
defined below) of the acquisition, ownership and disposition of our common stock issued pursuant to this offering. This discussion is not a
complete analysis of all the potential U.S. federal income tax consequences relating thereto, nor does it address any tax consequences arising
under any state, local or non-U.S. tax laws, the U.S. federal estate tax or gift tax rules or any other U.S. federal tax laws. This discussion is based
on the Internal Revenue Code of 1986, as amended (the �Code�), Treasury Regulations promulgated thereunder, judicial decisions and published
rulings and administrative pronouncements of the Internal Revenue Service (the �IRS�), all as in effect as of the date of this offering. These
authorities may change, possibly retroactively, resulting in U.S. federal income tax consequences different from those discussed below. No
ruling has been or will be sought from the IRS with respect to the matters discussed below, and there can be no assurance that the IRS will not
take a contrary position regarding the tax consequences of the ownership or disposition of our common stock, or that any such contrary position
would not be sustained by a court.

This discussion is limited to non-U.S. holders who purchase our common stock issued pursuant to this offering and who hold our common stock
as a capital asset within the meaning of Section 1221 of the Code (generally, property held for investment). This discussion does not address all
U.S. federal income tax considerations that may be relevant to a particular holder in light of that holder�s particular circumstances. This
discussion also does not consider any specific facts or circumstances that may be relevant to holders subject to special rules under the U.S.
federal income tax laws, including, without limitation, certain former citizens or permanent residents of the United States, an integral part or
controlled entity of a foreign sovereign, partnerships and other pass-through entities, �controlled foreign corporations,� �passive foreign investment
companies,� corporations that accumulate earnings to avoid U.S. federal income tax, banks, financial institutions, insurance companies, brokers,
dealers or traders in securities, commodities or currencies, tax-exempt organizations, tax-qualified retirement plans, persons subject to the
alternative minimum tax, persons who hold or receive our common stock pursuant to the exercise of any employee stock option or otherwise as
compensation, persons holding our common stock as part of a hedge, straddle or other risk reduction strategy or as part of a conversion
transaction or other integrated investment or persons deemed to sell our common stock under the constructive sale provisions of the Code.

If a partnership (or other entity taxed as a partnership for U.S. federal income tax purposes) holds our common stock, the tax treatment of a
partner in the partnership generally will depend on the status of the partner and upon the activities of the partnership. Accordingly, partnerships
that hold our common stock and partners in such partnerships are urged to consult their tax advisors regarding the specific U.S. federal income
tax consequences to them of acquiring, owning or disposing of our common stock.

PROSPECTIVE INVESTORS ARE URGED TO CONSULT THEIR TAX ADVISORS REGARDING THE PARTICULAR U.S.
FEDERAL INCOME TAX CONSEQUENCES TO THEM OF ACQUIRING, OWNING AND DISPOSING OF OUR COMMON
STOCK, AS WELL AS ANY TAX CONSEQUENCES ARISING UNDER ANY STATE, LOCAL OR NON-U.S. TAX LAWS, THE
U.S. FEDERAL ESTATE OR GIFT TAX RULES, ANY OTHER U.S. FEDERAL TAX LAWS AND ANY APPLICABLE TAX
TREATY.

Definition of Non-U.S. Holder

For purposes of this discussion, a non-U.S. holder is any beneficial owner of our common stock that is not a �U.S. person� or a partnership for
U.S. federal income tax purposes. A U.S. person is any of the following:

� an individual citizen or resident of the United States;
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� a corporation (or other entity treated as a corporation for U.S. federal income tax purposes) created or organized under the laws of
the United States, any state thereof or the District of Columbia;

� an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

� a trust (1) if a court within the United States is able to exercise primary supervision over the administration of such trust and one or
more U.S. persons have the authority to control all substantial decisions of such trust or (2) that has a valid election in effect to be
treated as a U.S. person for U.S. federal income tax purposes.

Distributions on our Common Stock

As described in the section titled �Dividend Policy,� we do not anticipate paying cash dividends on our common stock. If, however, we do make
distributions of cash or property on our common stock, such distributions will constitute dividends for U.S. federal income tax purposes to the
extent paid from our current or accumulated earnings and profits, as determined under U.S. federal income tax principles. Amounts not treated
as dividends for U.S. federal income tax purposes will constitute a return of capital and first be applied against and reduce a non-U.S. holder�s
adjusted tax basis in its common stock, but not below zero. Any excess will be treated as capital gain and will be treated as described under the
section titled ��Gain on Sale or Disposition of Our Common Stock� below.

Dividends paid to a non-U.S. holder of our common stock that are not effectively connected with a U.S. trade or business conducted by such
holder generally will be subject to U.S. federal withholding tax at a rate of 30% of the gross amount of the dividends, or such lower rate
specified by an applicable tax treaty. To receive the benefit of a reduced treaty rate, a non-U.S. holder must furnish to us or our paying agent a
valid IRS Form W-8BEN (or applicable successor form) certifying such holder�s qualification for the reduced rate. This certification must be
provided to us or our paying agent prior to the payment of dividends and must be updated periodically. If the non-U.S. holder holds the stock
through a financial institution or other agent acting on the non-U.S. holder�s behalf, the non-U.S. holder will be required to provide appropriate
documentation to the agent, which then will be required to provide certification to us or our paying agent, either directly or through other
intermediaries. Non-U.S. holders that do not timely provide us or our paying agent with the required certification, but which qualify for a
reduced treaty rate, may obtain a refund of any excess amounts withheld by timely filing an appropriate claim for refund with the IRS. Non-U.S.
holders should consult their tax advisors regarding possible entitlement to benefits under a tax treaty.

If a non-U.S. holder holds our common stock in connection with the conduct of a trade or business in the United States, and dividends paid on
the common stock are effectively connected with such holder�s U.S. trade or business (and, if required by an applicable tax treaty, attributable to
a permanent establishment maintained by the non-U.S. holder in the United States), the non-U.S. holder will be exempt from U.S. federal
withholding tax. To claim the exemption, the non-U.S. holder must furnish to us or our paying agent a valid IRS Form W-8ECI (or applicable
successor form), certifying that the dividends are effectively connected with the non-U.S. holder�s conduct of a trade or business within the U.S.

Any dividends paid on our common stock that are effectively connected with a non-U.S. holder�s U.S. trade or business (and, if required by an
applicable tax treaty, attributable to a permanent establishment maintained by the non-U.S. holder in the United States) generally will be subject
to U.S. federal income tax on a net income basis in the same manner as if such holder were a U.S. person and, for a non-U.S. holder that is a
corporation, also may be subject to a branch profits tax at a rate of 30% (or such lower rate specified by an applicable tax treaty) of its
effectively connected earnings and profits for the taxable year, as adjusted for certain items. Non-U.S. holders should consult their tax advisors
regarding any applicable tax treaties that may provide for different rules.
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A non-U.S. holder that claims the benefit of an applicable income tax treaty generally will be required to satisfy applicable certification and
other requirements prior to the distribution date. Non-U.S. holders should consult their tax advisors regarding their entitlement to benefits under
a relevant income tax treaty.

Gain on Sale or Disposition of our Common Stock

Subject to the discussion below regarding backup withholding, a non-U.S. holder generally will not be subject to U.S. federal income tax on any
gain realized upon the sale or disposition of our common stock unless:

� the gain is effectively connected with the non-U.S. holder�s conduct of a trade or business in the United States and, if required by an
applicable tax treaty, attributable to a permanent establishment maintained by the non-U.S. holder in the United States;

� the non-U.S. holder is a nonresident alien individual present in the United States for 183 days or more during the taxable year of the
sale or disposition and certain other requirements are met; or

� our common stock constitutes a U.S. real property interest by reason of our status as a U.S. real property holding corporation (a
�USRPHC�) for U.S. federal income tax purposes during the relevant statutory period.

Unless an applicable tax treaty provides otherwise, gain described in the first bullet point above generally will be subject to U.S. federal income
tax on a net income basis in the same manner as if such holder were a U.S. person. A non-U.S. holder that is a corporation also may be subject to
a branch profits tax at a rate of 30% (or such lower rate specified by an applicable tax treaty) of its effectively connected earnings and profits for
the taxable year, as adjusted for certain items. Non-U.S. holders should consult their tax advisors regarding any applicable tax treaties that may
provide for different rules.

Gain described in the second bullet point above generally will be subject to U.S. federal income tax at a flat 30% rate (or such a lower rate
specified by an applicable income tax treaty), but may be offset by U.S. source capital losses of the non-U.S. holder (even though the individual
is not considered a resident of the United States), provided that the non-U.S. holder has timely filed U.S. federal income tax returns with respect
to such losses.

With respect to the third bullet point above, we believe that we currently are not, and we do not anticipate becoming, a USRPHC. Because the
determination of whether we are a USRPHC depends on the fair market value of our U.S. real property interests relative to the fair market value
of our other trade or business assets and our non-U.S. real property interests, however, there can be no assurance that we will not become a
USRPHC in the future. In the event we do become a USRPHC, as long as our common stock is regularly traded on an established securities
market, our common stock will be treated as a U.S. real property interest only with respect to a non-U.S. holder that actually or constructively
holds more than 5 percent of our common stock at any time during the relevant statutory period, i.e., the shorter of the five-year period preceding
the date of disposition or the non-U.S. holder�s holding period. We believe our common stock is �regularly traded� on an established securities
market, although we cannot guarantee that it will always be so traded.

Information Reporting and Backup Withholding

Generally, we must report annually to the IRS and to each non-U.S. holder the amount of dividends paid to such holder and the amount of any
tax withheld with respect to those dividends. These information reporting requirements apply even if no withholding was required because the
dividends were effectively connected with the non-U.S. holder�s conduct of a U.S. trade or business, or withholding was reduced or eliminated by
an applicable income tax treaty. This information also may be made available under a specific treaty or agreement with the tax authorities of the
country in which the non-U.S. holder resides or is established. Under certain circumstances, the Code imposes a backup withholding obligation
on certain reportable payments. Backup withholding generally will not, however, apply to payments of dividends to a non-U.S. holder of our
common
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stock provided the non-U.S. holder furnishes to us or our paying agent the required certification as to its non-U.S. status, such as by providing a
valid IRS Form W-8BEN or W-8ECI, or otherwise establishes an exemption. Notwithstanding the foregoing, backup withholding may apply if
either we or our paying agent has actual knowledge, or reason to know, that the holder is a U.S. person that is not an exempt recipient.

Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit
against a non-U.S. holder�s U.S. federal income tax liability, provided the required information is timely furnished to the IRS.

New Legislation Relating to Foreign Accounts

Newly enacted legislation may impose withholding taxes on certain types of payments made to �foreign financial institutions� (as specially
defined under these rules) and certain other non-U.S. entities. Under this legislation, the failure to comply with additional certification,
information reporting and other specified requirements could result in withholding tax being imposed on payments of dividends and sales
proceeds to foreign intermediaries and certain non-U.S. holders. The legislation imposes a 30% withholding tax on dividends on, or gross
proceeds from the sale or other disposition of, our common stock paid to a foreign financial institution or to a foreign non-financial entity, unless
(i) the foreign financial institution undertakes certain diligence and reporting obligations or (ii) the foreign non-financial entity either certifies it
does not have any substantial U.S. owners or furnishes identifying information regarding each substantial U.S. owner. If the payee is a foreign
financial institution, it must enter into an agreement with the U.S. Treasury requiring, among other things, that it undertake to identify accounts
held by certain U.S. persons or U.S.-owned foreign entities, annually report certain information about such accounts, and withhold 30% on
payments to account holders whose actions prevent it from complying with these reporting and other requirements. The legislation would apply
to payments made after December 31, 2012. Prospective investors should consult their tax advisors regarding this legislation.
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UNDERWRITING

We are offering the shares described in this prospectus through the underwriters named below. Subject to certain conditions, we have agreed to
sell to the underwriters, and each underwriter has severally and not jointly agreed to purchase from us the number of shares indicated in the
following table. Morgan Stanley & Co. Incorporated and Barclays Capital Inc. are the representatives of the underwriters named below and joint
book-running managers of the offering.

Name Number of Shares
Morgan Stanley & Co. Incorporated
Barclays Capital Inc.
Gleacher & Company Securities, Inc.
Needham & Company, LLC
Pacific Crest Securities LLC
ThinkEquity LLC

Total: 6,750,000

The underwriting agreement provides that the obligations of the underwriters to pay for and accept delivery of the shares of common stock
offered by this prospectus are subject to the approval of certain legal matters by their counsel and to certain other conditions contained in the
underwriting agreement, such as the receipt by the underwriters of officers� certificates and legal opinions. The underwriters are obligated to take
and pay for all of the shares of common stock offered by this prospectus if any such shares are taken. However, the underwriters are not required
to take or pay for the shares covered by the underwriters� over-allotment option described below unless and until this option is exercised. If an
underwriter defaults, the underwriting agreement provides, in certain circumstances, that the purchase commitments of the non-defaulting
underwriters may be increased or the underwriting agreement may be terminated.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act.

The underwriters initially propose to offer part of the shares of common stock directly to the public at the public offering price listed on the
cover page of this prospectus and part to certain dealers at a concession not in excess of $             under the public offering price. After the initial
offering of the shares of common stock, the offering price and other selling terms may from time to time be varied by the underwriters.

The underwriters are offering the shares of common stock subject to their acceptance of the shares from us and subject to prior sale. The
underwriters reserve the right to withdraw, cancel or modify offers to the public and to reject orders in whole or in part.

Over-Allotment Option

We have granted to the underwriters an option, exercisable for 30 days from the date of this prospectus, to purchase up to 1,012,500 additional
shares of common stock at the public offering price listed on the cover page of this prospectus, less underwriting discounts and commissions.
The underwriters may exercise this option solely for the purpose of covering over-allotments, if any, made in connection with the offering of the
shares of common stock offered by this prospectus. To the extent the option is exercised, in whole or in part, the underwriters will become
obligated, subject to certain conditions, to severally purchase such additional shares of common stock in approximately the same proportion as
set forth in the table above.
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Underwriting Discounts and Commissions

The following table shows the per share and total public offering price, underwriting discounts and commissions, and proceeds before expenses
to us. These amounts are shown assuming both no exercise and full exercise of the underwriters� option to purchase up to an additional 1,012,500
shares of common stock.

Total
Per Share No Exercise Full Exercise

Public offering price $ $ $
Underwriting discounts and commissions to be paid by us $ $ $
Proceeds, before expenses, to us $ $ $

The estimated offering expenses payable by us, exclusive of the underwriting discounts and commissions, are approximately $1.1 million.

Our common stock is listed on the New York Stock Exchange under the trading symbol �CODE�.

Lock-Up Agreements

We have agreed that, without the prior written consent of the representatives, we will not, during the period ending 90 days after the date of this
prospectus:

� offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option,
right or warrant to purchase, lend or otherwise transfer or dispose of, directly or indirectly, any shares of our common stock
beneficially owned (as such term is used in Rule 13d-3 of the Exchange Act) or any other securities so owned convertible into or
exercisable or exchangeable for shares of our common stock;

� enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic consequences of
ownership of the common stock, whether any such transaction described in this paragraph or the immediately preceding paragraph is
to be settled by delivery of common stock or such other securities, in cash or otherwise; or

� file any registration statement with the SEC relating to the offering of any shares of our common stock or any securities convertible
into or exercisable or exchangeable for our common stock (other than a registration statement on Form S-8 relating to our equity
incentive plans).

The restrictions described in the immediately preceding paragraph do not apply to:

� the sale by us of shares to the underwriters pursuant to this offering;

� the issuance by us of shares of common stock pursuant to our equity incentive plans or the conversion of a security outstanding on
the date hereof of which the underwriters have been advised in writing; or

� grants by us of employee stock options or other equity-based compensation pursuant to the terms of a plan in effect on the date of
this prospectus.
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Each of our directors and executive officers and Silver Lake, our largest stockholder, has agreed that, without the prior written consent of the
representatives, it will not, during the period ending 90 days after the date of this prospectus:

� offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option,
right or warrant to purchase, lend or otherwise transfer or dispose of, directly or indirectly, any shares of common stock beneficially
owned (as such term is used in Rule 13d-3 of the Exchange Act) by it, or any other securities so owned convertible into or
exercisable or exchangeable for shares of our common stock; or

� enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic consequences of
ownership of the common stock, whether any such transaction described in
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this bullet point or the immediately preceding bullet point is to be settled by delivery of common stock or such other securities, in
cash or otherwise.

The restrictions described in the immediately preceding paragraph do not apply in the case of our directors and executive officers and Silver
Lake to:

� transactions relating to shares of common stock or other securities acquired in open market transactions after the completion of the
public offering, provided that no filing under Section 16(a) of the Exchange Act shall be required (other than a filing on Form 5) or
shall be voluntarily made in connection with subsequent sales of our common stock or other securities acquired in such open market
transactions;

� transfers of shares of common stock or any security convertible into our common stock as a bona fide gift; provided that no filing
under Section 16(a) of the Exchange Act, reporting a reduction in beneficial ownership of shares of our common stock, will be
required (other than a filing on Form 5) or will be voluntarily made during the restricted period, provided that any transferee agrees
to be bound by the transfer restrictions described here;

� distributions of shares of common stock or any security convertible into common stock to limited partners or stockholders; provided
that no filing under Section 16(a) of the Exchange Act, reporting a reduction in beneficial ownership of shares of our common stock,
shall be required (other than a filing on Form 5) or shall be voluntarily made during the restricted period, provided that any
distributee agrees to be bound by the transfer restrictions described here;

� shares of our common stock (i) sold to satisfy tax withholding obligations in connection with the vesting or exercise of equity awards
during the restricted period pursuant to our equity incentive plans upon cessation of employment or service on our board of directors
or (ii) acquired pursuant to a net exercise or cashless exercise of outstanding equity awards pursuant to our equity incentive plans,
provided that any common stock acquired upon the net exercise or cashless exercise of equity awards described in (ii) be subject to
the transfer restrictions described here;

� transfers of shares of our common stock or securities convertible into shares of our common stock by will, by revocable or so-called
�living trust� entered into for estate planning purposes, by intestate succession or otherwise upon the death of the owner; or

� the establishment of a trading plan pursuant to Rule 10b5-1 under the Exchange Act for the transfer of shares of common stock,
provided that such plan does not provide for the transfer of our common stock during the restricted period.

Silver Lake may also distribute shares of our common stock to certain of its partners so that these partners may donate the shares for charitable
purposes, provided that the total number of shares so distributed does not exceed 1% of the shares offered by this prospectus.

Each of our directors and executive officers and Silver Lake has also agreed that, without the prior written consent of the representatives, it will
not, during the period commencing on the date hereof and ending 90 days after the date of the prospectus, make any demand for or exercise any
right with respect to, the registration of any shares of our common stock or any security convertible into or exercisable or exchangeable for our
common stock.

The restricted period described in the preceding paragraphs will be extended if:

� during the last 17 days of the restricted period we issue a release regarding earnings or regarding material news or events relating to
us, or
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� prior to the expiration of the restricted period, we announce that we will release earnings results during the 16-day period beginning
on the last day of the restricted period,

in which case the restrictions described in the preceding paragraphs will continue to apply until the expiration of the 18-day period beginning on
the issuance of the release or the occurrence of the material news or material event.
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We have agreed to issue stop transfer instructions to the transfer agent for our common stock with respect to any transaction or contemplated
transaction that would constitute a breach of the above restrictions, and each of our directors and executive officers, and these stockholders, has
agreed to consent to such issuance of stop transfer instructions.

Price Stabilization and Short Positions

In order to facilitate the offering of the common stock, the underwriters may engage in transactions that stabilize, maintain or otherwise affect
the price of the common stock. Specifically, the underwriters may sell more shares than they are obligated to purchase under the underwriting
agreement, creating a short position. A short sale is covered if the short position is no greater than the number of shares available for purchase by
the underwriters under the over-allotment option. The underwriters can close out a covered short sale by exercising the over-allotment option or
purchasing shares in the open market. In determining the source of shares to close out a covered short sale, the underwriters will consider,
among other things, the open market price of shares compared to the price available under the over-allotment option. The underwriters may also
sell shares in excess of the over-allotment option, creating a naked short position. The underwriters must close out any naked short position by
purchasing shares in the open market. A naked short position is more likely to be created if the underwriters are concerned that there may be
downward pressure on the price of the common stock in the open market after pricing that could adversely affect investors who purchase in this
offering. As an additional means of facilitating this offering, the underwriters may bid for, and purchase, shares of common stock in the open
market to stabilize the price of the common stock. These activities may raise or maintain the market price of the common stock above
independent market levels or prevent or retard a decline in the market price of the common stock. The underwriters are not required to engage in
these activities and may end any of these activities at any time.

Electronic Offer, Sale and Distribution of Securities

A prospectus in electronic format may be made available on websites maintained by each underwriter. The underwriters may allocate a number
of shares of common stock for sale to their online brokerage account holders. Internet distributions may be made by each underwriter on the
same basis as other allocations.

Other Relationships

Certain of the underwriters and their affiliates have provided in the past to us and our affiliates and may provide from time to time in the future
certain commercial banking, financial advisory, investment banking and other services for us and our affiliates in the ordinary course of their
business, for which they have received and may continue to receive customary fees and commissions. Certain of the underwriters have acted as
initial purchasers or underwriters in certain of our securities offerings. In addition, from time to time, certain of the underwriters and their
affiliates may effect transactions for their own account or the account of customers, and hold on behalf of themselves or their customers, long or
short positions in our debt or equity securities or loans, and may do so in the future.

Affiliates of Morgan Stanley & Co. Incorporated and Barclays Capital Inc. are arrangers of our Term Loan and Revolving Credit Facility.

Some of the underwriters are also acting as initial purchasers in the concurrent private placement of notes by Spansion LLC and will receive
customary fees for such services.

Non-U.S. Selling Restrictions

European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive, each underwriter represents
and agrees that with effect from and including the date on which the Prospectus Directive is implemented in that Member State it has not made
and will not make an offer of shares to
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the public in that Member State, except that it may, with effect from and including such date, make an offer of shares to the public in that
Member State:

� at any time to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or regulated,
whose corporate purpose is solely to invest in securities;

� at any time to any legal entity which has two or more of (1) an average of at least 250 employees during the last financial year; (2) a
total balance sheet of more than �43,000,000 and (3) an annual net turnover of more than �50,000,000, as shown in its last annual or
consolidated accounts;

� to fewer than 100 natural or legal persons (other than qualified investors as defined in the Prospectus Directive) subject to obtaining
the prior consent of the representatives for any such offer; or

� at any time in any other circumstances which do not require the publication by us of a prospectus pursuant to Article 3 of the
Prospectus Directive.

For the purposes of the above, the expression an �offer of shares to the public� in relation to any shares in any Member State means the
communication in any form and by any means of sufficient information on the terms of the offer and the shares to be offered so as to enable an
investor to decide to purchase or subscribe the shares, as the same may be varied in that Member State by any measure implementing the
Prospectus Directive in that Member State and the expression Prospectus Directive means Directive 2003/71/EC and includes any relevant
implementing measure in that Member State.

United Kingdom

Each underwriter represents and agrees that it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of Section 21 of the Financial Services and
Markets Act 2000) in connection with the issue or sale of the shares in circumstances in which Section 21(1) of such Act does not apply to us
and it has complied and will comply with all applicable provisions of such Act with respect to anything done by it in relation to any shares in,
from or otherwise involving the United Kingdom.
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LEGAL MATTERS

Certain legal matters with respect to the legality of the issuance of the shares of common stock offered by us by this prospectus will be passed
upon for us by Latham & Watkins LLP, Menlo Park, California. The underwriters are being represented by Davis Polk & Wardwell LLP, Menlo
Park, California, in connection with the offering.

EXPERTS

The consolidated financial statements of Spansion Inc. at December 27, 2009 and December 28, 2008 and for each of the three years in the
period ended December 27, 2009, appearing in this prospectus and registration statement have been audited by Ernst & Young LLP, independent
registered public accounting firm, as set forth in their report thereon (which contains an explanatory paragraph describing conditions that raise
substantial doubt about the Company�s ability to continue as a going concern as described in Note 3 to the consolidated financial statements)
appearing elsewhere herein, and are included in reliance upon such report given on the authority of such firm as experts in accounting and
auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registration statement on Form S-1 under the Securities Act with respect to the shares of our common stock
offered by this prospectus. This prospectus, which constitutes a part of the registration statement, does not contain all of the information set forth
in the registration statement, some items of which are contained in exhibits to the registration statement as permitted by the rules and regulations
of the SEC. For further information with respect to us and our common stock, we refer you to the registration statement, including the exhibits
and the financial statements and notes filed as a part of the registration statement. Statements contained in this prospectus concerning the
contents of any contract or any other document are not necessarily complete. If a contract or document has been filed as an exhibit to the
registration statement, please see the copy of the contract or document that has been filed. Each statement is this prospectus relating to a contract
or document filed as an exhibit is qualified in all respects by the filed exhibit.

We are subject to the information reporting requirements of the Exchange Act and we file reports, proxy statements and other information with
the SEC. You can read our SEC filings, including the registration statement of which this prospectus is a part, on the Internet at the SEC�s
website at www.sec.gov. You may also read and obtain any document we file with the SEC from the Public Reference Section of the SEC,
100 F Street, N.E., Room 1580, Washington, D.C. 20549, at prescribed rates. You may obtain information on the operation of the public
reference rooms by calling the SEC at 1-800-SEC-0330. We also maintain a website at www.spansion.com, at which you may access these
materials free of charge as soon as reasonably practicable after they are electronically filed with, or furnished to, the SEC. Information contained
on our website is not a part of this prospectus and the inclusion of our website address in this prospectus is an inactive textual reference only.
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Report of Ernst & Young LLP, Independent Registered Public Accounting Firm

The Board of Directors and Stockholders of

Spansion Inc.

We have audited the accompanying consolidated balance sheets of Spansion Inc. as of December 27, 2009 and December 28, 2008, and the
related consolidated statements of operations, stockholders� equity (deficit), and cash flows for each of the three fiscal years in the period ended
December 27, 2009. These financial statements are the responsibility of the Company�s management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Spansion
Inc. as of December 27, 2009 and December 28, 2008, and the consolidated results of its operations and its cash flows for each of the three fiscal
years in the period ended December 27, 2009, in conformity with U.S. generally accepted accounting principles.

The accompanying consolidated financial statements have been prepared assuming that Spansion Inc. will continue as a going concern. As more
fully described in Note 3 to the consolidated financial statements, on March 1, 2009, Spansion Inc. filed a voluntary petition for reorganization
under Chapter 11 of the United States Bankruptcy Code. Uncertainties inherent in the bankruptcy process raise substantial doubt about Spansion
Inc.�s ability to continue as a going concern. Management�s plans in regard to these matters also are described in Note 3. The accompanying
consolidated financial statements do not include any adjustments that might result from the outcome of this uncertainty.

As discussed in Note 4 to the consolidated financial statements, the Company changed its method of accounting for its Exchangeable Senior
Subordinated Debentures with the retrospective adoption of new guidance on accounting for convertible debt instruments that may be settled in
cash upon conversion, effective December 29, 2008.

/s/ Ernst & Young LLP

San Jose, California

February 12, 2010
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Spansion Inc.

(Debtor-in-Possession)

Consolidated Statements of Operations

(in thousands, except per share amounts)

Year Ended
December 27,

2009

Year Ended
December 28,

2008(1)

Year Ended
December 30,

2007(1)

Net sales $ 1,059,408 $ 1,630,573 $ 1,627,253
Net sales to related parties 351,245 651,230 873,560

Total net sales 1,410,653 2,281,803 2,500,813

Cost of sales (Note 10) 1,103,757 2,193,345 2,065,143
Research and development (Note 10) 136,449 431,808 436,785
Sales, general and administrative (Note 10) 216,298 253,878 239,317
In-process research and development �  10,800 �  
Restructuring charges (Note 20) 46,852 11,161 �  
Asset impairment charges 12,538 1,652,622 �  

Operating loss before reorganization items (105,241) (2,271,811) (240,432) 
Other income (expense):
Interest and other income, net 4,038 5,200 32,595
Interest expense(2)
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