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Distributed Buffer Architecture

 
Localized Module-Based Power Management Architecture



Design Expertise

 

Proprietary PCB Designs

 
Very Low-Profile Designs

 
2" High-Profile Designs 
 

Thermal Management Designs

Compute Express Link Technology 



Component and Other Product Resales

Specialty DIMMs and Embedded Flash 
 



Manufacturing 

Supply Chain 



 
Patents 
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The risk factors summarized and detailed below could materially harm our business, operating results, 
financial condition, impair our future growth prospects and/or cause the price of our common stock to decline. These 
are not all of the risks we face and other factors not presently known to us or that we currently believe are immaterial 
may also affect our business if they occur. In assessing these risks, you should also review the other information 
contained in this report, including our consolidated financial statements and accompanying notes, and the other filings 
we make with the SEC. Material risks that may affect our business, operating results and financial condition include, but 
are not necessarily limited to, those relating to the following:
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We have historically incurred losses and may continue to incur losses. 

We may not be able to collect the damages awarded to us in our litigation with Samsung, which could have an 
adverse impact on our business, financial condition and operating results. 



We are involved in multiple lawsuits and administrative actions in multiple jurisdictions to protect and assert our 
intellectual property rights against large, well-capitalized companies, which requires that we continue to expend 
substantial financial and management resources, and we may not be successful in these proceedings. 

We are and expect to continue to be involved in other legal and administrative proceedings to enforce or protect our 
intellectual property rights and to defend against claims that we infringe the intellectual property rights of others. 
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The vast majority of our net product sales in recent periods have been generated from resales of products, including 
products sourced from SK hynix, and any decline in these product resales could significantly harm our performance.  



We are subject to risks relating to our focus on developing our CXL products for our target customer markets. 
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Sales to a small number of customers have historically represented a significant portion of our net product sales, and 
the loss of, or a significant reduction in sales to, any one of these customers could materially harm our business.  

We are subject to risks of disruption in the supply of component products. 



Our customers require that our products undergo a lengthy and expensive qualification process without any 
assurance of sales. 



If we are unable to timely and cost-effectively develop new or enhanced products that achieve customer and market 
acceptance or technologies we can monetize, our revenues and prospects could be materially harmed. 
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We face intense competition in our industry, and we may not be able to compete successfully in our target markets. 

Semiconductor memory and storage markets are highly competitive which could materially and adversely affect our 
business, results of operations, or financial condition. 



Our operating results may be adversely impacted by worldwide economic and political uncertainties and specific 
conditions in the markets we address and in which we or our strategic partners or competitors do business, including 
the cyclical nature of and volatility in the memory market and semiconductor industry. 

Our lack of a significant backlog of unfilled orders and the difficulty inherent in estimating customer demand makes 
it difficult to forecast our short-term requirements, and any failure to optimally calibrate our production capacity and 
inventory levels to meet customer demand could adversely affect our revenues, gross margin and earnings. 



Declines in our average sale prices, driven by volatile prices for components and other factors, may result in declines 
in our revenues and gross margin. 



Our manufacturing operations involve significant risks. 

We depend on third parties to design and manufacture components for our products and the component products we 
resell, which exposes us to risks. 



If our products or the component products we resell do not meet quality standards or are defective or used in defective 
systems, we may be subject to quality holds, warranty claims, recalls or liability claims. 

Our indemnification obligations for the infringement by our products of the rights of others could require us to pay 
substantial damages. 

We depend on certain key employees, and our business could be harmed if we lose the services of any of these 
employees or are unable to attract and retain other qualified personnel. 



We rely on our internal and third-party sales representatives to market and sell our products and the component 
products we resell, and any failure by these representatives to perform as expected could reduce our sales. 

Our operations could be disrupted by power outages, natural disasters, cyber-attacks or other factors. 



Difficulties with our global information technology systems, including any unauthorized access or cyber-attacks, 
could harm our business. 



If we do not effectively manage any future growth we may experience, our resources, systems and controls may be 
strained and our results of operations may suffer. 

If we acquire businesses or technologies or pursue other strategic transactions or relationships in the future, these 
transactions could disrupt our business and harm our operating results and financial condition. 
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Increased prices and inflation could negatively impact our margin performance and our financial results. 

Geopolitical risks associated with the ongoing conflicts in Ukraine and recent events in Israel and Palestine could 
result in increased market volatility and uncertainty, which could negatively impact our business, financial condition, 
and results of operations. 

We are exposed to additional business, regulatory, political, operational, financial and economic risks related to our 
international sales and operations. 





Our failure to comply with environmental and other applicable laws and regulations could subject us to significant 
fines and liabilities or cause us to incur significant costs. 

Regulations related to “conflict minerals” may cause us to incur additional expenses and could limit the supply and 
increase the cost of certain metals used in manufacturing our products. 



We have identified a material weakness in our internal control over financial reporting. If we are unable to remediate 
the material weakness, or if we identify additional material weaknesses in the future or otherwise fail to maintain an 
effective system of internal controls, we may not be able to accurately or timely report our financial condition or 
results of operations, which may adversely affect our business. 

We are required to comply with certain provisions of Section 404 that place significant demands on our resources, 
and the transition to the higher reporting and control standards that applies to us as a “large accelerated filer” may 
cause management distraction and increased costs. 

We may be unsuccessful in monetizing our intellectual property portfolio. 



If our proprietary rights are not protected, our customers or our competitors might gain access to our proprietary 
designs, processes and technologies, which could adversely affect our operating results. 
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We may become involved in non-patent related litigation and administrative proceedings that may materially 
adversely affect us. 

We may not have sufficient working capital to fund our planned operations, and, as a result, we may need to raise 
additional capital in the future, which may not be available when needed, on acceptable terms or at all. 



•
•
•

•

•

•

•

•
•

•

The price and trading volume of our common stock has and may continue to fluctuate significantly in reaction to real 
or perceived developments in our business. 
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We expect to incur additional indebtedness to support the growth of our business and to facilitate effective working 
capital. Our level of indebtedness and the terms of such indebtedness could adversely affect our operations and 
liquidity. 
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Adverse developments affecting financial institutions, companies in the financial services industry or the financial 
services industry generally could adversely affect our operations and liquidity. 



 
There is a limited market for our common shares, and the trading price of our common shares is subject to volatility.

Future issuances of our common stock or rights to purchase our common stock, including pursuant to our equity 
incentive plans, could result in additional dilution to the percentage ownership of our stockholders and could cause 
the price of our common stock to decline. 



Sales of our common stock, or the perception that such sales could occur, could cause the market price of our stock to 
drop significantly, regardless of the state of our business. 

As the sole director, Chun K. Hong has significant control over all corporate decisions that may not be in the best 
interest of our other stockholders. 

Anti-takeover provisions under our charter documents and Delaware law, as well as our rights agreement, could 
delay or prevent a change of control and could also limit the market price of our common stock. 
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We do not currently intend to pay dividends on our common stock, and any return to investors is expected to result, if 
at all, only from potential increases in the price of our common stock. 

Cybersecurity Risk Management and Strategy; Effect of Risk

•

•

•

•



•

•
•

Cybersecurity Governance; Management









The following discussion should be read in conjunction with our consolidated financial statements and 
accompanying notes included in Item 8 of this Form 10-K. This section of this Form 10-K generally discusses 2023 and 
2022 items and year-to-year comparisons between 2023 and 2022. Discussions of 2021 items and year-to-year 
comparisons between 2022 and 2021 are not included in this Form 10-K and can be found in “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations” in Part II, Item 7 of our Annual Report on 
Form 10-K for the fiscal year ended December 31, 2022.   

 
Our fiscal year is the 52- or 53-week period that ends on the Saturday nearest to December 31. Our fiscal year 

2023 ended on December 30, 2023, fiscal year 2022 ended on December 31, 2022, and fiscal year 2021 ended on 
January 1, 2022. All fiscal years presented in this Form 10-K included 52 weeks. Additionally, all quarters included 13 
weeks. Unless otherwise stated, all information presented herein is based on our fiscal calendar, and references to 
particular years, quarters, months or periods refer to our fiscal years ended in January or December and the associated 
quarters, months and periods of those fiscal years. 

2023 SVB Credit Agreement 

2023 Offering 



Jury Verdict and Judgment Against Samsung 
 

 
September 2021 Lincoln Park Purchase Agreement 
 

 
Ineffective Internal Control over Financial Reporting



Net Sales and Gross Margin 

Net Sales

Gross Profit and Gross Margin 



Operating Expenses 
 

Research and Development 

Intellectual Property Legal Fees 
 

Selling, General and Administrative 
 

Other Income, Net 
 

Provision for Income Taxes 



Cash Flow Summary 



Capital Resources 

2023 SVB Credit Agreement 

2023 Offering 
 

September 2021 Lincoln Park Purchase Agreement 

 
Sales Return Reserves  



Inventories 
 

 
 
Warranties 

Stock-Based Compensation 
 

 
Uncertain Tax Positions 

 



Recent Accounting Standards 

Foreign Currency Exchange Rate Risk 













Basis of Presentation 
 

Recently Issued Accounting Standards 

Revenue Recognition 

Product Revenue 



License Revenue 

Performance Obligations 

Significant Payment Terms  

Variable Consideration  

 
Contract Assets and Liabilities 



Warranties 

Cash and Cash Equivalents 
 

Restricted Cash 
 

Fair Value Measurements 
 

• Level 1

• Level 2

• Level 3



Accounts Receivable, net 
 

Concentration of Credit Risk 
 

Inventories 
 

Property and Equipment 
 

Impairment of Long-Lived Assets 
 



Leases 

Stock-Based Compensation 
 

Income Taxes 
 



Contingent Legal Expenses 

Research and Development Expenses 

Foreign Currency Remeasurement 

Earnings (Loss) Per Share 



Inventories 
 

 
Property and Equipment, net 

 

Disaggregation of Net Sales 



 

Earnings (Loss) Per Share 



Cash Flow Information 

SVB Credit Agreements 

 
Standby Letters of Credit 



Secured Convertible Note 

Paycheck Protection Program Loan 



Insurance Policy Finance Agreement 
 







Contingent Legal Expenses 

Litigation and Patent Reexaminations  
 



Google Litigations  
 

Netlist, Inc. v. Samsung Elecs. Co., Ltd. et al.

Samsung Elecs. Co., Ltd., et. al. v. 
Netlist, Inc.

Micron Litigations  
 



sua sponte 



Samsung Litigations 
 



Samsung 
Elecs. Co., Ltd., et. al. v. Netlist, Inc.



sua sponte



Samsung Elecs. Co., Ltd., et. al. v. Netlist, Inc.

Other Contingent Obligations  
 

 

Serial Preferred Stock 
 



Common Stock  

2019 Lincoln Park Purchase Agreement 

2020 Lincoln Park Purchase Agreement 

 
 



July 2021 Lincoln Park Purchase Agreement 

September 2021 Lincoln Park Purchase Agreement 



2023 Offering 



Warrants 

Equity Incentive Plan 



Stock Options 

Restricted Stock Units 



Stock-Based Compensation  

401(k) Plan 





Internal Control-Integrated Framework (2013)

 



Inventory Valuation 

Critical Audit Matter Description 

How the Critical Audit Matter Was Addressed in the Audit 



Internal Control-Integrated Framework (2013)
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Insider Trading Arrangements 

10b5-1

10b5-1



Chun K. Hong

Gail Sasaki



The following discussion and analysis of compensation arrangements of our named executive officers for 2023 
should be read together with the compensation tables and related disclosures set forth below. This discussion contains 
forward-looking statements that are based on our current considerations, expectations and determinations regarding 
future compensation programs. The actual amount and form of compensation and the compensation programs that we 
adopt may differ materially from current or planned programs as summarized in this discussion

Role of Compensation Consultants 

Role of Executive Officers in Compensation Decisions 



Role of Stockholder Say-on-Pay Votes 

Overview and Fiscal Year 2023 Highlights 

Base Salary 

Equity-Based Incentives 



Bonus 

Perquisites

Health and Welfare Benefits 
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Employment Agreements – CEO
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President, Chief Executive  
Officer and Sole Director

 

Executive Vice President, Chief 
Financial Officer and Secretary

 

CEO Pay Ratio – 2023 

Retirement Benefits



Grants of Plan-Based Awards – 2023 

Outstanding Equity Awards at Fiscal Year End



2023 Option Exercised and Stock Vested 

 
Director Compensation 

Employee Compensation Risks 
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