

























































































95.  Further, the Debtors are required by law to withhold amounts related to
federal or national, state, and local income taxes, social security, Medicare taxes, other taxes
imposed on the Foreign Employees by their respective countries of domicile and other amounts
from the Employees’ wages for remittance to the proper taxing authority (collectively, the
“Withheld Amounts”). The Debtors must then make matching contributions from their own
funds for social security, Medicare taxes, pay based .on a percentage of gross payroll, additional
amounts for state, federal and other foreign unemployment insurance and for other programs as
reqﬁired by the foreign countries in which the Foreign Employees are employed and domiciled

(the “Employee Payroll Taxes,” and, together with the Withheld Amounts, the “Payroll

Taxes”).

96.  Subsequent to the RIF, Employee Deductions should equal approximately
$2,210,000 in the aggregate per month. Due to the commencement of the Chapter 11 Cases,
some funds which were deducted from Domestic Employees’ paychecks prepetition may not
have been forwarded to appropriate third-party recipients.

97.  Subsequent to the RIF, Payroll Taxes v\;ith respect to the Domestic
Employees should equal approximately $1,825,000 in the aggregate, per two-week period with
approximately $1,411,000 attributable to Withheld Amounts and approximately $414,000
attributable to Employee Payroll Taxes. Payroll Taxes with respect to the Foreign Employees
equal approximately $340,000 in the aggregate per month With approximately $265,000
attributable to Withheld Amounts and approximately $75,000 attributable to Employee Payroll
Taxes. Before the Petition Date, the Debtors withheld amounts from Employees” earnings for
the Payroll Taxes, but such funds may not have been forwarded to the appropriate taxing

authorities prior to the Petition Date.

37

!
&
=y
&

Fala ol drl
hars w

&




{iii) Reimbursable Expenses

98, Prior to the Petition Date, and in the ordinéry course of their businesses,
the Debtors reimbursed Employees and directors for certain expenses incurred in the scope of
their employment including, infer alia, business-related travel expenses, business inea!s,
telephone costs, membership in professional associations, seminars and other job-related training
expenses, car mileage reimbursement, periodical subscriptions and other miscellaneous business
expenses (collectively, the “Reimbursable Expenses™). Employees are required to submit
Reimbursable Expenses through the Debtors® reimbursable expense' program. Afier the approval
of an Employee’s Reimbursable Expense, such Reimbursable Expense is paid to the Employee in
the Employee’s next regularly scheduled paycheck.

99.  Subsequent to the RIF, the Debtors expect to spend approximately
$248,000 per month in the aggregate for Reimbursable Expenses with respect to the Domestic
Employees and approximately $68,900 per month in the aggregate with respect to the Foreign
Employees. As of the Petition Date, the Debtors believe that approximately $189,000 of
Reimbursable Expenses have been incurred by Employees but remain unpaid. Employees have
incurred the Reimbursable Expenses as described above on behalf of the Debtors and with the
understanding that they would be reimbursed. Accordingly, the Debtors sgek authority, in their
discretion, to (a) pay Employees for all Reimbursable Expenses that (i) accrued prepetition and
(ii) accrued postpetition but relate to the prepetition period, (b) continue reimbursing the
Reimbursable Expenses in accordance with prepetition practices, and (c) medify the prepetition
policies relating thereto as they deem appropriate.

(iv)  Vacation and Other Paid Time Off

100. The Debtors provide Employees with paid vacation time (“Vacation
Time”). Employees begin accruing paid Vacation Time from the first day of work, Vacation
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Time is based upon the Employee’s date of hire and is accrued daily. With respect to the
Domestic Employees, Hourly Employees accrue from two (2) to four (4) weeks of Vacation
Time per year, based upon years of service. Salary Employees accrue from three (3) to four (4)
weeks of Vacation Time per year, based upon years of service. The maximum accrued Vacation
Time allowed for the Domestic Employees is eight weeks. A Domestic Employee who reaches
the maximum Vacation Time accrual will cease to accrue further Vacation Time until Vacation
Time is taken and the balance is reduced below the maximum accrual limit.

101. The Debtors’ Vacation Time policies vary for the Foreign Employees by
location. The Finland Employees and the Sweden Employees are entitled to 30 days of Vacation
Time per year. The Netherlands Employees and the UK Employees are entitled to 25 days of
Vacation Time per year. The Germany employees are entitled to 29 days of Vacation Time per
year. The Italy Employees are entitled to between 22 and 35 days of Vacation Time per year
depending on seniority. The Korea Employees accrue up to 12 days of Vacation Time per year.
The Taiwan Employees accrue from 12 to 30 days of Vacation Time per year based upon years
of service.

102.  As of the Petition Date, most of the Employees have some accrued and
unused Vacation Time, aggregating approximately $9,807,000 with respect to the Domestic
Employees and approximately $574,000 with respect to the Foreign Employees.

103. Prior to January 1, 2009, Domestic Employees who worked for the
Debtors for at least four years were entitled to a paid sabbatical leave (“Sabbatical”) in addition
to Vacation Time. The Domestic Employees accrued from one to eight weeks of Sabbatical
depending on their years of service. As of January 1, 2009, the Debtors eliminated Sabbatical on

a going forward basis. However, a large number of the Domestic Employees have accrued
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Sabbatical for the period prior to January 1, 2009. Domestic Employees with accrued Sabbatical
have until December 31, 2010 to use their Sabbatical. As of the Petition Date, the Debtors
estimate that there is approximately $2,508,000 in accrued unpaid Sabbatical.

104. The Employees also receive paid time off for holidays (“Holidays™). The
Domestic Employees receive 11 Holidays per year. The Finland Employees receive 11 Holidays
per vear. The Germany Employees receive 12.5 Holidays per year. The Korea Employees and
the Sweden Employees receive 15 Holidays per year. The If:aly Employees receive 16 Holidays
per year. The Netherlands Employees receive 10 Holidays per year. The UK Employees receive
13 Holidays per year. The Taiwan Employees receive up to 16 Holidays, which include some
floating holidays that the Taiwan Employees can take at their election.

105. In addition to Vacation Time and Holidays, the Employees are entitled to
up to ten paid sick days (“Sick Days”) per year up to a maximum of four weeks, The Domestic
Employees are also entitled to up to 30 days paid time off for illness, maternity or paternity
leave, or dependent care leave (“Family Leave”). The Foreign Employees are entitled to paid
time off for various occurrences, such as marriage, extended illness, death of a family member,
marriage and family visits (the “Additional PTO”).

106. The Debtors also provide administrative leaves of absence to the Domestic
Employees as required by law (“LOA” and together with Vacation, Sabbatical, Hofidays, Sick
Days, Family Leave and the Additional PTO, collectively, “Paid Time Off”). The LOA benefits
are administered by Aetna. The Debtors estimate that their monthly cost for LOA is

approximately $5,000.

) Employee Benefits

107. The Debtors maintain various plans and policies to provide Employees
with medical insurance, dental insurance, vision insurance, disability insurance, life insurance,
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accidental death and dismemberment insurance, retirement and pension plans, flexible spending
accounts, business travel accident and medical insurance, living expenses while working away
from home, funds for business-related relocation, professional education and training, pre-paid
legal services, workers’ compensation insurance, COBRA insu}ance, directors and ofﬁcers’.

liability insurance and other similar benefits (collectively the “Employee Benefits”). These

Employee Benefits are described generally below.
Health Benefits
108. The Debtors provide Employees with various premium-based insurance
piaﬁs and policies related to medical, dental, vision, mental health and health plan administration

benefits (collectively, the “Health Benefits™). Subsequent to the RIF, the Debtors’ approximate

monthly cost for maintaining the Health Benefits is approximately $1,121,000 in the aggregate
with respect to the Domestic Employees and approximately $14,000 in the aggregate with
respect to the Foreign Employees." As with the Unpaid Compensation, Employees and their
families rely on the Debtors to provide continuing health care. Any failure to pay these amounts
would be injurious to Employee welfare, morale and expectations.

109. Domestic Medical Plans. The Debtors offer Domestic Employees who
work at least 30 hours a week medical and prescription drug coverage under (1) three plans
administered by United Healthcare (“UHC”): (a) UHC Choice, an IPO plan, (b) UHC Plus, a
PPO plan and (c) UHC Choice Plus Out of Area, a PPO plan (collectively, the “UHC Plans™),
and (2) one plan administered by Kaiser Permanente (“Kaiser”), Kaiser HMO. Collectively, the

UHC Plans and the Kaiser HMO plan are referred to herein as the “Medical Plans”. All

4 The aggregate cost to the Debtors for Health Benefits with respect to the Foreign Employees does not

include the cost of Health Benefits for the Finland Employees, the Germany Employees, the Netherlands Employees
or the Sweden Employees, which are paid through the portion of Payroll Taxes that the Debtors pay for such
Employees.
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Domestic Employees can elect to subscribe to any of the UHC Plans. Domestic Employees in
Northern California can also elect coverage from the Kaiser plan. The Debtors are self-insured
under the UHC Plans, and Kaiser provides insurance under the Kaiser HMO plan. The Debtors
pay 85% of the costs of the Medical Plans, and participating employees pay the remaining 15%
of the costs. The UHC Plans cost the Debtors approximately $745,000 per month.” The Kaiser
HMO plan costs the Debtors approximately $219,000 per month. The Debtors also maintain a
cash reserve of $1,750,000 in the event that the Debtors terminate the UHC Plans. The purpose
of the cash reserve is to provide funding for all accrued unpaid claims under the UHC Plans for a
period of 12 months following the Debtors’ termination of those plans, because the UHC Plans
are self-insured. The Debtors also maintain stop loss insurance, administered by Alternative
Risk Solutions, to cover high cost medical claims exceeding $175,000 under the Debitors’ self-
insured medical plans. The stop loss insurance costs the Debtors approximately $8,700 per
month.

110. Domestic Dental Plans. The Debtors offer Domestic Employees who
work at least 30 hours a week dental coverage under two plans, the Dental PPO plan or the
Dental INO plan (the “Dental Plans”). The Dental Plans are séif—insured by the Debtors and
administered by UHC. Domestic Employees may choose coverage from either Dental Plan. The
Debtors pay 85% of the costs of the Dental Plans and participating employees pay the remaining
15% of the costs. The average aggregate monthly cost to the Debtors for the Dental Plans is

$123,000.5

’ The payments the Debtors make to the respective third-party service providers and insurers pursuant to the

Medical Plans include the Debtors’ 85% contribution (equal to the Debtors® costs for such programs, as indicated
above) and the Employees’” 15% contribution.

¢ The payments the Debtors make to third-party service providers and UHC pursuant to the Pental Plans

include the Debtors’ 85% contribution (equal to the Debtors® cost for the Dental Plans, as indicated above) and the
Employees’ 15% contribution, '
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111. Domestic Vision Plans. The Debtors offer Domestic Employees who
work at least 30 hours a week vision coverage under a self-insured vision plan (the “Vision
Plan™), administered by VSP. The Debtors pay 45% of the costs of the Vision Plan and
participating employees pay the remaining 55% of the cost. The Vision Plan costs the Debtors
approximately $8,300 per month.”

112. Employee Assistance. The Debtors provide Domestic Employees who
work at least 30 hours a week with mental heglth and family counseling benefits administered by

Concern (“Emplovee Assistance™). The Debtors pay 100% of the costs of the Employee

Assistance, which equals approximately $3,700 per month.

113.  Foreign Emplo&ee Health Benefits. The Debtors provide Health
Benefits directly and indirectly to certain of the Foreign Employees, which vary by location.
The Debtors reimburse the Italy Employees for medical, vision and dental expenses, at an
average monthly cost to the Debtors of approximately $4,600. The Debtors provide Health
Benefits to the Korea Employees through Korea’s National Statutory Healthcare Plan and
through supplemental third party insurance for major illnesses. The average monthly cost to the
Debtors for Health Benefits with respect to the Korea Employees 'is approximately $3,000. The
Debtors provide Health Benefits to the Taiwan Employees through statutory social health
insurance, which costs the Debtors approximately $3,500 per month. The Debtors provide
Health Benefits to the UK Employees through a third-party insurer, Pru Health, which costs the

Debtors approximately $700 per month.® The Debtors do not proﬁide Health Benefits directly to

7 The payments the Debtors make to third-party service providers and VSP pursuant to the Vision Plan

include the Debtors’ 45% contribution (equal to the Debtors’® cost for the Vision Plan, as indicated above) and the
Employees’ 55% contribution.

i The Debtors pay Health Benefits and certain other benefits with respect to the UK Employees in United

Kingdom Pounds (“GBP™). For purposes of this Motion, amounts have been converted from Pounds to USD using
the conversion rate as of February 4, 2009 of 1 GBP equals 1.44 USD.
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the Finland Employees, the Germany Employees, the Netherlands Employees or the Sweden
Employees; rather, a portion of the Payroll Taxes that the Debtors pay with respect to such
employees funds state-provided healthcare.

114. In connection with the Health Benefits, the Debtors provide benefits plan
administration services (the “Administration Benefits”) to the Domestio Employees through a
third-party administrator, Ceridian. The Administration Benefits include a web site for the
Domestic Employees with communication materials, plan documents and benefits enroliment
and changes services. The Administration Benefits cost the Debtors approximately $13,000 per
month.

115. The Debtors belileve that there are no other accrued unpaid prepetition
obligations related to Health Benefits or the Administration Benefits as of the Petition Date.
However, the Debtors may owe amounts on behalf of the Health Benefits that have accrued
prepetition but have not yet been paid to Employees or the appropriate third parties.

Emplovee Insurance Benefits

116. The Debtors provide all Domestic Employees with premium-based basic

group term life insurance (“Primary Life Insurance”) at no expense o the Employees. The

Debtors also provide Primary Life Insurance to all of the Finland Employees, the UK
Employees, the Korea Employees and the Taiwan Employees. The Debtors provide Primary
Life Insurance only to certain of the Italy Employees who are executives. The Debtors do not
provide life insurance directly to the Germany Employees or the Sweden Employees; rather, a
portion of the Payroll Taxes that the Debtors pay with respect to such Employees funds state-
sponsored life insurance. The Debtors do not provide life insurance to the Netherlands
Employees. With respect to the Domestic Employees, Primary Life Insurance consists of basic
life insurance in the amount of one and a half times annual base pay for Employees other than
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executives, and three times annual base pay for executives, up to $1,000,000 or $2,000,000
depending on the Employee’s hire date. Primary Life Insurance coverage for the Foreign
Employees varies by location. The Debtors pay 100% of the premiums for the Primary Life
Insurance. The Debtors estimate that, subsequent to the RIF, maintaining the Primary Life
Insurance costs the Debtors approximately $15,306 per month in the aggregate with respect to
the Domestic Employees and approximately $2,700 per month in the aggregate with respect to
the Foreign Employees. Employees may also purchase supplemental life insurance, dependent
life insurance and accidental death and dismemberment insurance. The Debtors make no
contributions to purchases of such supplemental life, dependent and accidental death and
dismemberment insurance.

117.  The Debtors offer certain of the Employees disabiiity coverage in the

event they are unable to work due to a disabling condition (“Disability Insurance”). The

Debtors pay approximately $25,000 annually, with payments made in two installments, for audit
services related to its }jisabiiily Insurance for Domestic Employees. The Debtors make no
contributions with respect to Disability Insurance for Domestic Employees. The Disability
Insurance was self-insured by the Debtors until December 31, 2008. As of January 1, 2009, the
Disability Insurance is insured through Aetna. Aetna is in the process of buying out the pre-2009
reserves related to the Disability Insurance.

118. The Domestic Employees in California may choose between the Spansion

California voluntary disability plan (the “CA Veluntary Disability Plan™) and the California

state disability insurance plan (the “CA_State Disability Plan” and together with the CA

Voluntary Disability Plan, the “CA Disability Plans™). Employees pay 100% of the premiums

under the CA Disability Plans, and the premiums are placed into a custody account with Wells
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