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ltem 2.02  Results of Operations and Financi@ondition.

On February 28, 2008, Netlist, Inc. (the “Compangdued a press release announcing the Compasykgef operations for the quarter
and year ended December 29, 2007. The press ré¢eattached hereto as Exhibit 99.1 to this CurReytort on Form 8-K and is incorporated
herein in its entirety.

The information included in this Item 2.02 of Curt&eport on Form 8-K, including the attached Ext88.1, shall not be deemed “filed”
for purposes of Section 18 of the Securities Exgkafct of 1934, as amended (the “Exchange Act”)noorporated by reference in any filing
under the Securities
Act of 1933, as amended, or the Exchange Act, exaephall be expressly set forth by specific efee in such filing.
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99.1 Press Release, dated February 28, 2
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NETLIST

NEWS RELEASE for February 28, 2008 at 4:05 PM E
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NETLIST REPORTS 2007 FOURTH QUARTER, YEAR-END RESULTS

IRVINE, CA (February 28, 2008) . . . Netlist, ITNASDAQ: NLST) today reported financial results the fourth quarter and year ended
December 29, 2007. Revenues for the 2007 fouréitguwere $22.5 million compared to $42.0 millfonthe fourth quarter ended
December 30, 2006. Revenues for the fourth quéetiesquarely within Netlist's prior estimate th@venue for the quarter was projected to
exceed $20 million, while the continued weak DRAMriket and the level of OEM customer orders affeptéting and business levels as
compared to the fourth quarter of 2006. Despiésétfactors that impacted revenue, gross margitnéofourth quarter of 2007 improved to
22.7 percent compared to 16.2 percent in the yadiee period.

Chief Executive Officer Chun K. Hong said, “We donte to be encouraged by the growing number of dppiies in the various memory
module markets. As we stated last quarter, sepeoglrams were winding down to lower levels atdlose of 2007, but we have several more
programs set to commence throughout 2008 — espeitidhe second half of the year. We continuéteest in sales and marketing in order to
take advantage of more opportunities and incréesaumber of OEM design-wins and qualifications.”

Net loss for the 2007 fourth quarter was $171,00@& $0.01 loss per diluted share, compared tinoetne in the 2006 fourth quarter of $:
million, or $0.12 per diluted share. Fully dilutegighted-average shares outstanding for the 2007H quarter was 19,730,000, compared to
16,793,000 in the corresponding prior year peridtlese results include stock-based compensatioensgpn the 2007 fourth quarter of
$247,000, compared to $145,000 in the prior yeapge

Total 2007 revenues were $100.1 million, compace$il51.4 million for 2006. Gross margin for 200&s8.8 percent, compared with 14.7
percent in the prior year. Revenues and grossimafgr 2007 were adversely impacted by the weblgirzed decline throughout the year in
the DRAM market and the related decline in saleSEM customers.

Net loss for 2007 was $7.4 million, or a $0.38 Ipss diluted share, compared to net income foptiwr year of $5.1 million, or $0.34 p
diluted share. Fully diluted weighted-average shautstanding for 2007 was 19,674,000, compar&8,831,000 in the prior year. These
results




include stock-based compensation expense in 208Z.afmillion, compared to $592,000 in 2006.

As of December 29, 2007, cash, cash equivalenténedtments in marketable securities were $301Bomj total assets were $60.4 million,
working capital was $27.4 million, total long-tedebt was $638,000, and stockholders’ equity wasZsdllion.

Outlook for 2008

The Company currently projects that its revenudHerfirst quarter of 2008 should exceed $15 millath an accelerating growth pattern in
subsequent quarters as planned programs come oftiragldition, the Company projects that reverareafl of 2008 will exceed that posted in
2007. However, if Netlist encounters adverse dgwalents, such as the significant market price aistbener demand deterioration, the risk of
not achieving these current expectations will insee

Conference Call Information

As previously announced, Netlist is conducting afecence call today to be broadcast live over therhet at 5:00 pm Eastern Time to discuss
and review the financial results for the fourth geaand year ended December 29, 2007. The dialimber for the call is 1-888-680-0890.
The live webcast and archived replay of the cailloa accessed in the Events page of the Investatiétes section of Netlist’'s website at
www.netlist.com.

About Netlist, Inc.

Netlist designs and manufactures I-performance memory subsystems for the server myid performance computing and communications
markets. The Company’s memory subsystems area@eifor applications in which high-speed, highazty memory, functionality, small
form factor, and heat dissipation are key requirgisie These applications include tower-serverk-racunted servers, blade servers, high-
performance computing clusters, engineering wotksts, and telecommunication equipment. Netlisimaéns its headquarters in Irvine,
California with manufacturing facilities in Irvirend in Suzhou, China.

Safe Harbor Statement

This news release contains forward-looking stateémergarding future events and the future perforogaof Netlist, including future
opportunities and growth for the company’s busin@éese forward-looking statements involve riskd @mcertainties that could cause actual
results to differ materially from those expectegmrjected. These risks and uncertainties inclime,are not limited to, the rapidly-changing
nature of technology; volatility in the pricing BRAM ICs; uncertainty of customer demand, includietpys in expected qualifications;
introductions of new products by competitors; ctesin end-user demand for technology solutionsQbmpany’s ability to attract and retain
skilled personnel; the Company’s reliance on sugpliof critical components; evolving industry stards; and the political and regulatory
environment in the People’s Republic of China. ©tisks and uncertainties are described in the Camyjs annual report on Form 10-K,
dated February 28, 2008, quarterly report on ForQ dated November 6, 2007, and subsequent filinisthe U.S. Securities and Exchal
Commission made by the Company from time to titeglist undertakes no obligation to publicly updateevise any forward-looking
statements, whether as a result of new informafigye events or otherwise.

TABLES FOLLOW




Netlist, Inc.
Unaudited Consolidated Statements of Operations
(in thousands, except per share amounts)

Three Months Ended Year Ended
December 29, December 30, December 29, December 30,
2007 2006 2007 2006

Net sales $ 22517 $ 42,00¢ $ 100,06( $ 151,44t
Cost of sales(1) 17,41 35,21( 91,26 129,18:
Gross profil 5,10¢ 6,79¢ 8,79¢ 22,26,
Operating expense

Research and development 947 927 4,74¢ 3,31t

Selling, general and administrative 4,311 2,69 15,90( 9,191

Total operating expenses 5,25¢ 3,624 20,64¢ 12,50¢

Operating income (los: (152) 3,17¢ (11,849 9,761
Other income (expense

Interest income (expense), 1 13¢ (311 39t (1,825

Other expense, net 44 58 16 (29

Total other income (expense), | 182 (253) 411 (1,849

Income (loss) before provision (benefit) for incotares 31 2,922 (11,43%) 7,917
Provision (benefit) for income tax 20z 94¢ (4,025 2,844
Net income (loss $ 71 $ 1972 % (7,419 $ 5,06¢
Net income (loss) per common she

Basic $ 0.01) $ 014 $ (0.3¢) $ 0.4%

Diluted $ (0.07) $ 01z $ (0.3t) $ 0.34
Weighte-average common shares outstand

Basic 19,73( 13,61¢ 19,67 11,70¢

Diluted 19,73( 16,79: 19,674 15,33:
(1) Amounts include sto-based compensation expense as follc

Cost of sale: $ 1C $ 44 $ 171 $ 104

Research and developme 44 54 14¢ 12t

Selling, general and administrati 19¢ 47 861 363




Netlist, Inc.
Unaudited Condensed Consolidated Balance Sheets
(in thousands)

December 29, December 30,
2007 2006
ASSETS
Current assett
Cash and cash equivale $ 7,182 $ 30,97
Investments in marketable securit 15,57: 5,267
Accounts receivable, n 12,03« 23,70:
Inventories 3,33¢ 19,47:
Income taxes receivab 70¢
Deferred taxe 3,46¢ 1,05¢
Prepaid expenses and other current assets 392 98¢
Total current asse 42,68¢ 81,46(
Property and equipment, r 8,191 3,83(
Deferred taxe 1,06t 57€
Long-term investments in marketable securi 7,81« 1,502
Other asset 60C 32€
Total assets $ 60,35¢ $ 87,69
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 6,697 $ 11,68(
Revolving line of credi 4,87: 19,23¢
Current portion of lon-term debt 74C 1,03:
Current portion of deferred gain on sale and leaslelransactiol 11¢ 11¢
Income taxes payab — 552
Accrued expenses and other current liabilities 2,87 3,25¢
Total current liabilities 15,29¢ 35,87¢
Long-term debt, net of current portic 63¢ 1,23(
Deferred gain on sale and leaseback transactiomf meirrent portion 22¢€ 344
Total liabilities 16,16: 37,45(
Commitments and contingenci
Stockholder equity:
Common stocl 2C 20
Additional paic-in capital 68,10¢ 66,551
Note receivable from stockhold — Q)
Accumulated defici (23,899 (16,339
Accumulated other comprehensive income (37) —
Total stockholder equity 44,19: 50,24«
Total liabilities and stockholders’ equity $ 60,35¢ $ 87,69¢
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