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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Date of Report (Date of earliest event reported): July 30, 2006

SanDisk Corporation

(Exact name of registrant as specified in its charter)

Delaware 000-26734 77-0191793
(State or other jurisdiction of (IRS Employer
incorporation) (Commission File No.) Identification No.)

601 McCarthy Boulevard, Milpitas, California 95035
(Address of principal executive offices) (Zip Code)
Registrant’ s telephone number, including area code: (408) 801-1000
N/A

(Former name or former address if changed since last report.)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of
the following provisions (see General Instruction A.2 below):

M Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
O Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
O Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

O Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 1.01 Entry into a Material Definitive Agreement.
Merger Agreement

On July 30, 2006, SanDisk Corporation (“SanDisk”) and msystems Ltd. (“msystems”) issued a joint press release announcing that they
and Project Desert Ltd., a wholly-owned subsidiary of SanDisk (“Merger Sub’), had entered into an Agreement and Plan of Merger, dated as
of July 30, 2006 (the “Merger Agreement”), pursuant to which Merger Sub would merge (the “Merger”) with and into msystems, with
msystems surviving as a wholly-owned subsidiary of SanDisk.

Subject to the terms and conditions of the Merger Agreement, which has been approved by the boards of directors of both companies, upon
the completion of the Merger, each holder of msystems ordinary shares will have the right to receive, for each such msystems ordinary share,
0.76368 of a share of SanDisk common stock. Based on SanDisk’ s closing Nasdaq stock price of $47.14 per share on July 28, 2006, the
transaction is valued at $36.00 per msystems share. msystems’ stock options will generally convert upon completion of the Merger into stock
options with respect to SanDisk common stock, after giving effect to the exchange ratio in the Merger. The convertible notes issued by
Msystems Finance Inc. will become convertible into shares of SanDisk common stock, after giving effect to the exchange ratio in the Merger.

The Merger Agreement contains customary covenants of SanDisk and msystems, including, among others, a covenant by msystems to
conduct its business in the ordinary course during the interim period between the execution of the Merger Agreement and consummation of
the Merger and not to engage in certain kinds of transactions during such period. The board of directors of msystems has adopted a resolution
recommending the requisite approval of the Merger by its shareholders, and has agreed to hold a shareholder and any necessary creditor
meetings to consider and vote upon the transactions contemplated by the Merger Agreement. msystems has also agreed not to (i) solicit
proposals relating to alternative business combination transactions or (ii) subject to certain exceptions, enter into discussions or an agreement
concerning or provide confidential information in connection with any proposals for alternative business combination transactions.

Consummation of the Merger is subject to conditions, including, among others, (i) approval of the Merger by an Israeli court, (ii) receipt of
certain regulatory approvals, (iii) the absence of any law or order prohibiting the closing, (iv) subject to an overall material adverse effect
qualification on most representations and warranties, the accuracy of the representations and warranties of the other party at the time of
execution of the Merger Agreement, and (iv) subject to an exception for any unintentional breaches, compliance in all material respects by the
other party with its covenants.

The Merger Agreement contains certain termination rights for both SanDisk and msystems and further provides that, upon termination of
the Merger Agreement under specified circumstances, msystems may be required to pay SanDisk a termination fee of $74.0 million.

The Merger Agreement contains representations and warranties of each of SanDisk and msystems . The assertions embodied in those
representations and warranties were made for purposes of the Merger Agreement and are subject to qualifications and limitations agreed to by
the respective parties in connection with negotiating the terms of the Merger Agreement. In addition, certain representations and warranties
were made as of a specific date, may be subject to a contractual standard of materiality different from what might be viewed as material to
stockholders, or may have been used for purposes of allocating risk between the respective parties rather than establishing matters of fact.
Investors should read the Merger Agreement together with the other information concerning SanDisk and msystems that each company
publicly files in reports and statements with the Securities and Exchange Commission.

2

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents

SanDisk will file the Merger Agreement and related agreements in a subsequent Current Report on Form 8-K. A copy of the press release
is attached hereto as Exhibit 99.1 and is hereby incorporated into this report by reference.

Voting Undertakings

Concurrently with entering into the Merger Agreement, the directors and executive officers of msystems entered into a Voting Undertaking
with SanDisk (the “Voting Undertakings™) pursuant to which they agreed to vote their shares of msystems (i) for the adoption and approval of
the Merger Agreement and the transactions contemplated thereby, including the Merger (the “Transactions’), (ii) against any action or
agreement that would compete with, or materially impede, or interfere with or that would reasonably be expected to discourage the
Transactions; or inhibit the timely consummation of the Transactions, and (iii) except for the Merger, against any alternative business
combination transaction, or merger, consolidation, business combination, reorganization, recapitalization, liquidation or sale or transfer of any
material assets of the Company or its Subsidiaries not permitted pursuant to the Merger Agreement.

Pursuant to the Voting Undertakings, the signing shareholders also agreed that if msystems terminates the Merger Agreement under certain
circumstances, and such shareholders subsequently receive consideration for their msystems shares in an alternative business combination
transaction, then the signing shareholders will pay to SanDisk 50% of the difference between the price they would have received in the Merger
and the price they actually receive in the alternative transaction (which payment will take the same form as the consideration they receive in
the alternative transaction).

Lock-Up Agreement

Concurrently with execution of the Merger Agreement, the chief executive officer of msystems entered into a Lock-Up Agreement with
SanDisk (the “Lock-Up Agreement’) pursuant to which he agreed not to sell the SanDisk shares he receives as a result of the Merger for a
period ending on the earlier of two years after the completion of the Merger or the time at which each of the chief executive officer and
president of SanDisk are no longer employed by SanDisk, subject to the following exceptions:(i) he may sell 35% of the aggregate SanDisk
shares he receives in the Merger immediately, and (ii) he may sell an additional 30% of the aggregate SanDisk shares he receives in the
Merger after one year.

Affiliate Agreements

Concurrently with execution of the Merger Agreement, certain affiliates of msystems entered into Affiliate Agreements (the “Affiliate
Agreements’) pursuant to which such affiliates agreed not to make any sale, transfer or other disposition of SanDisk securities that they
receive as a result of the Merger in violation of the Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder.

Letter Agreement and Non-Competition Agreement with Chief Executive Officer

Concurrently with execution of the Merger Agreement, the chief executive officer of msystems entered into an agreement with SanDisk
(the “Letter Agreement”) pursuant to which he agreed to serve as a consultant to the combined companies for a period of six (6) months after
the closing of the transaction, and commit 50% of his professional time to such activities. msystems’ chief executive officer will not be
employed by the combined companies, nor serve on either board of directors after the closing of the transaction. . msystems’ chief executive
officer also entered into a non-competition agreement pursuant to which he agreed not to compete against the combined company in any
business in which msystems
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engaged before the closing for a period of 2 years after his employment is terminated with msystems, which will occur at the closing of the
transaction.

FORWARD-LOOKING STATEMENTS

Statements contained in this report that are not historical facts, including statements regarding the consummation of the transaction, and the
timing thereof, the expected benefits of the transaction, the future market for the companies’ products, future financial and operating results,
plans, objectives, expectations and intentions, including plans with respect to future products and the continued support of msystems
customers after the closing of the transaction, are forward-looking statements as that item is defined in the Private Securities Litigation
Reform Act of 1995. Forward-looking statements are inherently subject to risks and uncertainties that could cause actual results to differ
materially from these forward-looking statements. Many of these risks and uncertainties cannot be predicted with accuracy and some might
not even be anticipated. Some of the factors that could significantly impact the forward-looking statements in this press release include the
ability to obtain regulatory and other approvals of the transaction on the proposed terms and schedule; the risk that the businesses will not be
integrated successfully; the risk that any synergies from the transaction may not be fully realized or may take longer to realize than expected,;
disruption from the transaction making it more difficult to maintain relationships with customers, employees or suppliers, the risk that
msystems business may not perform as expected, risks relating to msystems prior stock option grants, risks related to IP litigation involving
either party and other risks, some of which are discussed in the companies’ reports filed with the Securities and Exchange Commission under
the caption Risk Factors and elsewhere. Any forward-looking statement is qualified by reference to these risks and factors. These risks and
factors are not exclusive, and the companies undertake no obligation to publicly update or revise any forward-looking statements to reflect
events or circumstances that may arise after the date of this release except as required by law. Additional information regarding these and
other factors is contained in the companies’ SEC filings, including, without limitation, SanDisk’ s Form 10-K for its fiscal year ended
January 1, 2006, and its Form 10-Q for the fiscal quarter ended April 2, 2006, msystems Form 20-F for the year ended December 31, 2005 and
msystems Forms 6-K. The companies’ filings are available from the Securities and Exchange Commission or may be obtained on SanDisk’ s
website at www.sandisk.com and msystems website at www.msystems.com, as applicable.

Item 9.01 Financial Statements and Exhibits

(d) Exhibits.
Exhibit No. Description
99.1 Press Release issued July 30, 2006, issued by SanDisk Corporation.
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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 thereunto duly authorized.

SanDisk Corporation

Date: July 31, 2006 By: /s/ JUDY BRUNER
Name: Judy Bruner
Title: Executive Vice President, Administration and
Chief Financial Officer (on behalf of the registrant)
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Exhibit Index
Exhibit No. Description
99.1 Press Release issued July 30, 2006, issued by SanDisk Corporation.
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Exhibit 99.1

The following joint press release was issued on July 30, 2006.

SANDISK TO ACQUIRE MSYSTEMS
msystems to Become Wholly Owned Subsidiary of SanDisk

Create Comprehensive Storage Solutions for Handsets
Accelerate Innovation in Storage for Portable Computing
Leverage SanDisk’ s Manufacturing and Technology IP
Complementary OEM and Retail Customers

MILPITAS, Calif. & KFAR SABA, Israel- —July 30, 2006-SanDisk® Corporation (NASDAQ:SNDK) and msystems™ Ltd.
(NASDAQ:FLSH) today entered into definitive agreements for SanDisk to acquire msystems in an all stock transaction. This combination
joins together two flash memory pioneers with complementary products, customers and channels. Together the combined company will have
the people, technology, manufacturing and IP to play a leading role in creating new markets and accelerating the penetration of flash memory
into existing storage applications.

“SanDisk and msystems, over the past 18 years, have been leading innovators in the flash storage market. This strategic acquisition will give
us the critical mass and complementary products, customers, channels, technology and manufacturing base to take our shared vision to the
next level. The NAND flash data storage business is in its early stages and we believe the market opportunity is largely untapped,” said Eli
Harari, Chairman and CEO of SanDisk. “msystems is a leader in flash memory systems addressing mobile, portable and embedded markets
and they have a strong team, significant IP and important OEM customers. SanDisk has a record of creating new market categories, world-
class manufacturing capabilities and leading market share in the retail channel. Both companies are noted for their relentless innovation, and
this acquisition is intended to further accelerate our pace of innovation. In the near term, this transaction better positions SanDisk to serve the
expanding storage needs of handset manufacturers and mobile network operators. In the long term, the combination with msystems will be a
catalyst in the development of next generation flash enabled consumer applications. We are extremely excited about joining forces with the
msystems team to achieve our shared vision. We are committed to serving msystems’ OEM customers after the transaction closes.”

“From mDOC to megaSIM®, from U3™ to x4, msystems is creating new markets through innovation,” said Dov Moran, President and Chief

Executive Officer of msystems. “We are truly proud of our achievements to date. This strategic deal will enable us to continue supporting our
OEM customers, to whom we remain fully committed, and strengthen our innovation and product offering with SanDisk’ s leading edge, low-
cost fab capacity. This deal has synergy at its core, encompassing people, technology, products and customers. Based on our shared vision, as
well as our teams’ history of successful and fruitful cooperation, I am confident we can succeed in achieving the goals we set for ourselves. I

also believe that SanDisk’ s extensive silicon expertise will prove itself as a strong catalyst to productizing our revolutionary x4 technology as
well as other future innovations.”

-more-
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In the transaction, each msystems ordinary share will be converted into 0.76368 of a share of SanDisk common stock, representing a 26%
premium over the average closing price of msystems’ shares for the last thirty trading days. The closing of the transaction is subject to
conditions, including, among others, Israeli court approval, regulatory approval and msystems shareholder approval. The transaction is
expected to close in the fourth quarter of 2006.

In addition, msystems intends to release its second quarter 2006 financial results on Monday, August 7, 2006 during pre-market hours.

Conference Call

A conference call is scheduled for 5:00 a.m. PDT (or 3:00 p.m. in Israel), Monday, July 31, 2006. The conference call will be webcast by
CCBN and can be accessed live at SanDisk’ s and msystems websites at www.sandisk.com/IR, www.msystems.com and at
www.streetevents.com for registered streetevents.com users. To participate in the call via telephone, the dial-in number is +1 719 884 8877
and the pass code is 146322. SanDisk will file a copy of this press release with the Securities and Exchange Commission on a current report
on Form 8-K and will post it to its website. msystems will furnish a copy of this press release with the Securities and Exchange Commission
on Form 6-K and will also post it to its website.

About msystems

msystems has been transforming raw flash into smarter storage solutions since 1989. From embedded flash drives deployed in millions of
mobile handsets to U3 USB smart drives designed for leading global brands, msystems creates, develops, manufactures and markets smart
personal storage solutions for a myriad of applications targeting high growth markets.

About SanDisk

SanDisk, the world’ s largest supplier of flash memory data storage card products, designs, manufactures and markets industry-standard, solid-
state data, digital imaging and audio storage products using its patented, high density flash memory and controller technology. SanDisk is
based in Milpitas, CA.

Forward-Looking Statements

Statements contained in this press release that are not historical facts, including statements regarding the consummation of the transaction, and
the timing thereof, the expected benefits of the transaction, the future market for the companies’ products, future financial and operating
results, plans, objectives, expectations and intentions, including plans with respect to future products and the continued support of msystems
customers after the closing of the transaction, are forward-looking statements as that item is defined in the Private Securities Litigation
Reform Act of 1995. Forward-looking statements are inherently subject to risks and uncertainties that could cause actual results to differ
materially from these forward-looking statements. Many of these risks and uncertainties cannot be predicted with accuracy and some might
not even be anticipated. Some of the factors that could significantly impact the forward-looking statements in this press release include the
ability to obtain regulatory and other approvals of the transaction on the proposed terms and schedule; the risk that the businesses will not be
integrated successfully; the risk that any synergies from the transaction may not be fully realized or may take longer to realize than expected,;
disruption from the transaction making it more difficult to maintain relationships with customers, employees or suppliers, the risk that
msystems business may not perform
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as expected, risks relating to msystems prior stock option grants, risks related to IP litigation involving either party and other risks, some of
which are discussed in the companies’ reports filed with the Securities and Exchange Commission under the caption Risk Factors and
elsewhere. Any forward-looking statement is qualified by reference to these risks and factors. These risks and factors are not exclusive, and
the companies undertake no obligation to publicly update or revise any forward-looking statements to reflect events or circumstances that may
arise after the date of this release except as required by law. Additional information regarding these and other factors is contained in the
companies’ SEC filings, including, without limitation, SanDisk’ s Form 10-K for its fiscal year ended January 1, 2006, and its Form 10-Q for
the fiscal quarter ended April 2, 2006, msystems Form 20-F for the year ended December 31, 2005 and msystems forms 6-K. The companies’
filings are available from the Securities and Exchange Commission or may be obtained on SanDisk’ s website at www.sandisk.com and
msystems website at www.msystems.com, as applicable.

Where You Can Find Additional Information

SanDisk may file a Registration Statement on Form S-4 containing a proxy statement/prospectus and other documents concerning the
proposed merger with the SEC. msystems’ security holders are urged to read any such proxy statement/prospectus if and when it becomes
available and other relevant documents filed with the SEC because they will contain important information. msystems’ security holders may
obtain a free copy of any such information statement/prospects (if and when it is available) and other documents filed by SanDisk with the
SEC at the SEC’ s Web site at http://www.sec.gov. Any such information statement/prospectus and these other documents may also be
obtained for free from SanDisk Investor Relations, 601 McCarthy Boulevard, Milpitas California 95035 (+1 408-801-1000).

If a Registration Statement is not filed by SanDisk, msystems’ security holders are advised to read the proxy statement regarding the proposed
merger, which will be made available, because it will contain important information. msystems’ security holders will be able to obtain a free
copy of the proxy statement (when it is furnished to the SEC and becomes available) at the SEC’ s website at http://www.sec.gov. Such proxy
statement (when it becomes available) may also be obtained by msystems’ security holders for free from msystems’ investor relations, 7 Atir
Yeda, Kfar Saba 44425 Israel (+972 9-764-5000). msystems’ and its directors and executive officers may be soliciting proxies from
msystems’ security holders in connection with the proposed merger. A description of certain interests that msystems’ directors and executive
officers may have in the merger will be available in the proxy statement.

SanDisk® is a registered trademark of SanDisk Corporation registered in the United States and other countries. msystems is a trademark of
msystems Ltd.; MegaSIM is a trademark of msystems Ltd. in the United States and other countries and registered in Israel and Japan. U3 is a
trademark of U3, LLP.

Contact:

SanDisk

Lori Barker Padon, 408-801-1384 (Investors)
Ibarker@sandisk.com

Bob Goligoski, 408-801-1036 (Media)
bgoligoski@SanDisk.com

or

msystems

Elana Holzman, +972 9-764-5000 (Investors)
elana.holzman@m-systems.com

or

KCSA Worldwide (for msystems)

Jeff Corbin, 212-896-1214 (Investors)
jcorbin@kcsa.com

Lee Roth, 212-896-1214 (Investors)
Iroth@kcsa.com

or

Brodeur (for msystems)

David Coates, 617-507-2800 (Media)
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