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FORM 8-K
CURRENT REPORT
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Item 2.05 Costs Associated with Exit or Disposal Activities.

On December 14, 2008, Western Digital Corporation (the “Company”) committed to a business restructuring plan intended to realign its cost structure with a
softer demand environment.

The restructuring plan includes the following actions by the Company:

 •  temporarily halting the majority of the manufacturing operations, from December 20, 2008 through January 1, 2009, inclusive;
 

 •  reducing compensation of the Company’s executive officers, board of directors and senior leadership;
 

 •  reducing worldwide headcount by approximately five percent, or approximately 2,500 people;
 

 •  reducing manufacturing work hours by approximately 20% through reduced use of temporary workers, reduced shift overtime and employee
attrition;

 

 •  closing one of the Company’s three hard drive manufacturing facilities in Thailand;
 

 •  closing or disposing of one of the Company’s two media substrate manufacturing facilities in Malaysia; and
 

 •  reducing capital spending for fiscal year 2009 from $750 million to approximately $500 million.

These actions, which the Company expects to complete by the end of March 2009, are expected to result in total charges of approximately $150 million which
will be incurred across the December and March quarters. These charges will consist of asset impairment charges of approximately $90 million, employee
termination costs of approximately $35 million and other exit costs of approximately $25 million. Approximately $60 million of these charges will be cash
expenditures. The savings generated are expected to amount to approximately $150 million annually.

Item 2.06 Material Impairments.

The Company expects to incur non-cash impairment charges of approximately $90 million in connection with the restructuring activities described in
Item 2.05 of this Current Report, primarily for the closure of one of the Company’s two hard drive manufacturing facilities in Navanakorn, Thailand and the
closure or disposal of its media substrate manufacturing facility in Sarawak, Malaysia. The information contained in Item 2.05 of this Current Report on Form
8-K is incorporated by reference herein.

Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers.

(e) In connection with the restructuring activities described in Item 2.05 of this Current Report, on December 14, 2008, the Compensation Committee of the
Board of Directors of the Company approved management-recommended decreases in the annual base salaries of its Chief Executive Officer, its Chief
Financial Officer and each of the other current executive officers of the Company who were named in the Summary Compensation Table in the Company’s
Proxy Statement that was filed with the Securities and Exchange Commission in connection with the Company’s 2008 Annual Meeting of Stockholders (the
“Named Executive Officers”). Accordingly, effective January 12, 2009, the annual base salaries of the Named Executive Officers are as follows:

 •  the annual base salary of John F. Coyne, the Company’s President and Chief Executive Officer, has been decreased by 33%, from $900,000 to
$600,000;

 

 •  the annual base salary of Timothy M. Leyden, the Company’s Executive Vice President and Chief Financial Officer, has been decreased by 25%,
from $550,000 to $412,500;

 

 •  the annual base salary of Raymond M. Bukaty, the Company’s Senior Vice President, Administration, General Counsel and Secretary, has been
decreased by 15%, from $400,000 to $340,000; and

 

 •  the annual base salary of Hossein Moghadam, the Company’s Senior Vice President, Chief Technology Officer, has been decreased by 15%, from
$400,000 to $340,000.

Item 7.01 Regulation FD Disclosure.

In connection with the restructuring activities described in Item 2.05 of this Current Report, on December 14, 2008, the Board of Directors approved a 15%
decrease in the annual retainers and committee fees payable to each of the
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Company’s non-employee directors for calendar year 2009. The annual retainer and committee fees payable to each of the Company’s non-employee directors
for calendar year 2008, prior to this decrease, is set forth in the Western Digital Corporation Summary of Compensation Arrangements for Named Executive
Officers and Directors, filed as Exhibit 10.7 to the Company’s recent Form 10-Q filed with the SEC on October 31, 2008.

On December 17, 2008, the Company issued a press release announcing that demand for hard drives in the December quarter is significantly below the
expectations outlined in the Company’s original revenue guidance range of $2.025 billion to $2.150 billion, issued on October 23, 2008. Industry pricing is
also significantly more competitive than forecasted. WD now expects revenue for the December quarter to be in the range of $1.7 billion to $1.8 billion, with
a consequent reduction in operating results. A copy of the press release is attached hereto as Exhibit 99.1.

Demand for Branded Products and Consumer Electronics (PVR/DVR) has been the most resilient but is still somewhat below the Company’s previous
expectations entering the December quarter. Original Equipment Manufacturer and distribution demand in the Desktop, Notebook and Enterprise-SATA hard
drive markets are significantly below the Company’s expectations. The reduced demand patterns manifested themselves in late October 2008 and became
more pronounced throughout November 2008.

Demand has been below expectations in all geographies. The markets most impacted are Russia, Korea and Latin America where a combination of the
inability of customers to access credit and the strengthening of the U.S. dollar versus the local currencies led customers to constrain order visibility and
reduce order lot sizes in order to decrease inventory and conserve cash.

In addition to the slowing demand, the tight credit markets worldwide have led customers in all channels to reduce inventories. After taking some time to
discern the declining demand pattern, the industry has acted throughout the quarter and is continuing to act to reduce excess capacity through temporary plant
shutdowns and other actions which should lead to industry inventories at the end of the quarter being roughly in line with the reduced demand profile
assuming typical seasonal demand patterns.

As described in Item 2.05 of this Current Report and in the press release, the Company is taking longer-term action to resize operational expenses and
manufacturing resources to be more in line with the reduced demand run-rates which are expected to last well into calendar 2009. The intent of these resizing
actions is to reduce the Company’s expenses and “break-even” point to a level that allows the Company to be profitable and cash positive at a $1.5 billion
revenue run-rate, assuming stable segment mix and supply/demand equilibrium.

As is typical, the demand and pricing environment during the remainder of the month of December 2008 will be critical in determining the Company’s
operating results for its second fiscal quarter of 2009.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits

99.1 Press Release issued by Western Digital Corporation on December 17, 2008, announcing its plan to realign its cost structure with a softer demand
environment and revising its second quarter revenue outlook.

This Form 8-K contains forward-looking statements, including statements concerning: the Company’s plans to realign its production capacity and cost
structure with industry demand; the expected size, type and timing of charges and future annual savings associated with the Company’s business restructuring
plan; the expected reduction in the Company’s capital spending and quarterly operating expense; the Company’s expectations regarding revenue for the
December quarter; resiliency of demand in Branded Products and Consumer Electronics markets; levels of inventory of hard drives in the industry at quarter
end; and the ability of the Company to be profitable and cash positive at a $1.5 billion revenue run-rate. These forward-looking statements are based on
current management expectations and are subject to important factors that could cause actual results to differ materially from those expressed in the forward-
looking statements, including: the impact of current negative global economic conditions; supply and demand conditions in the hard drive industry; actions by
competitors; unexpected advances in competing technologies; uncertainties related to the development and introduction of products based on new
technologies and expansion into new hard drive markets; business conditions and growth in the various hard drive markets; pricing trends and fluctuations in
average selling prices; changes in the availability and cost of commodity materials and specialized product components that WD does not
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make internally; and other risks and uncertainties listed in WD’s recent Form 10-Q filed with the SEC on October 31, 2008, to which your attention is
directed. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date hereof, and the Company
undertakes no obligation to update these forward-looking statements to reflect subsequent events or circumstances.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
     
 

Western Digital Corporation
 

 

December 17, 2008 By:  /s/ Raymond M. Bukaty   
  Name:  Raymond M. Bukaty  

  Title:  Senior Vice President, Administration, General
Counsel and Secretary  
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Press Release issued by Western Digital Corporation on December 17, 2008, announcing its plan to realign its cost structure with a softer
demand environment and revising its second quarter revenue outlook.

 



Exhibit 99.1

Company contacts:
Bob Blair
Investor Relations
949.672.7834
robert.blair@wdc.com

Steve Shattuck
Public Relations
949.672.7817
steve.shattuck@wdc.com

FOR IMMEDIATE RELEASE:

WD ANNOUNCES STEPS TO REALIGN ITS COST STRUCTURE WITH
A SOFTER DEMAND ENVIRONMENT

Revises Second Quarter Revenue Outlook

LAKE FOREST, Calif. — Dec. 17, 2008 — Western Digital Corp. (NYSE:WDC) today announced a series of actions to realign its cost structure with a softer
demand environment and revised its revenue outlook for its second fiscal quarter ending December 26, 2008. Demand for hard drives in the December quarter
is significantly below the expectations outlined in the company’s original revenue guidance range of $2.025 billion to $2.150 billion, issued on October 23.
Industry pricing is also significantly more competitive than forecasted. WD now expects revenue for the December quarter to be in the range of $1.7 billion to
$1.8 billion, with a consequent reduction in operating results.

     The company has taken action throughout the quarter to adjust supply to industry demand and is taking further action to align inventories with anticipated
short-term demand by temporarily halting the majority of its manufacturing operations from December 20 through January 1, 2009, inclusive.
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     “In the current macro economic climate, we expect demand weakness to last well into the middle of the 2009 calendar year,” said president and chief
executive officer John Coyne. “Consequently, we are taking additional steps to immediately reduce production capacity and operating expenses on a longer-
term basis across our entire business as we approach the seasonally weaker second half of our fiscal year.”

     Specifically, these additional actions include:

 •  Reductions in compensation of the company’s executive officers, board of directors, and senior management;
 

 •  A reduction in worldwide headcount of approximately 2,500 people or five percent of the total workforce;
 

 •  A reduction in manufacturing work hours of approximately 20 percent from reduced use of temporary workers, reduced shift overtime and employee
attrition;

 

 •  Closure of one of the company’s three hard drive manufacturing facilities in Thailand;
 

 •  Closure or disposal of one of the company’s two media substrate manufacturing facilities in Malaysia; and
 

 •  A reduction in capital spending for the fiscal year 2009 from $750 million to approximately $500 million.

     These actions, which the company anticipates completing by the end of March 2009, are expected to result in total charges of approximately $150 million
which will be incurred across the December and March quarters. These charges will consist of asset impairment charges of approximately $90 million,
employee termination costs of approximately
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$35 million and other exit costs of approximately $25 million. Approximately $60 million of these charges will be cash expenditures. The savings generated
are expected to amount to approximately $150 million annually.

     Coyne said: “We are taking these actions in order to strengthen our financial position and enhance the ability of our business to withstand an extended
period of depressed demand while continuing to invest in the technologies, products and processes required to assure the continued success of our business.”

     As is typical, the demand and pricing environment during the remainder of the month of December will be critical in determining the company’s operating
results for its second fiscal quarter of 2009.

     The company intends to file a Form 8-K with the SEC today containing additional information.

About WD

     WD, one of the storage industry’s pioneers and long-time leaders, provides products and services for people and organizations that collect, manage and use
digital information. The company produces reliable, high-performance hard drives that keep users’ data accessible and secure from loss. WD applies its
storage expertise to consumer products for external, portable and shared storage applications.

     WD was founded in 1970. The company’s storage products are marketed to leading systems manufacturers, selected resellers and retailers under the
Western Digital and WD brand names. Visit the Investor section of the company’s Web site (www.westerndigital.com) to access a variety of financial and
investor information.
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     This press release contains forward-looking statements, including statements concerning: the Company’s expectations regarding revenue for the December
quarter; realignment of the Company’s production capacity and cost structure with industry demand; the Company’s expectations regarding industry and
general economic conditions, including demand for hard drives in the 2009 calendar year; the expected reduction in the Company’s production capacity,
operating expenses and capital spending; the expected charges and savings associated with the Company’s business restructuring plan; the strength of the
Company’s financial position and the ability of its business to withstand an extended period of depressed demand; and the Company’s expectations regarding
its future investments. These forward-looking statements are based on current management expectations and are subject to important factors that could cause
actual results to differ materially from those expressed in the forward-looking statements, including: the impact of current negative global economic
conditions; supply and demand conditions in the hard drive industry; actions by competitors; unexpected advances in competing technologies; uncertainties
related to the development and introduction of products based on new technologies and expansion into new hard drive markets; business conditions and
growth in the various hard drive markets; pricing trends and fluctuations in average selling prices; changes in the availability and cost of commodity materials
and specialized product components that WD does not make internally; and other risks and uncertainties listed in WD’s recent Form 10-Q filed with the SEC
on October 31, 2008, to which your attention is directed. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak
only as of
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the date hereof, and the Company undertakes no obligation to update these forward-looking statements to reflect subsequent events or circumstances.

###

Western Digital, WD, and the WD logo are registered trademarks of Western Digital Technologies, Inc. in the U.S. and other countries.

 


